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The Evolving
Spirit of
Kendo Kenmin
“A Healthy
Earth Ensures
Human Health”

Kendo Kenmin

(a healthy earth ensures human health)

The Megmilk Snow Brand Group will
continue to evolve and address

the challenges of today’s society, not
just within Japan but across the globe,
by inheriting the legacy of our
pioneering founders who were
dedicated to solving social issues.

Approximately 100 years ago, the social issue facing Japan was securing a stable and abundant diet within the country.
Our founders took the initiative in addressing this issue, encapsulating their vision in the phrase “a healthy earth ensures
human health”and choosing the dairy farming business as the medium for their solutions.
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Achieving
Food
Sustainability

In the face of climate change, geopolitical risks,

and the growth of the global population,

food sustainability is facing a crisis.

The Megmilk Snow Brand Group has earned societal
recognition through its continued focus on food in its
business activities. We will commit to contributing to

the resolution of the social issue of food sustainability.
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Editorial Policy Megmilk Snow Brand Group Corporate Philosophy

Since 2018, the Megmilk Snow Brand Group has been publishing the Megmilk Snow Brand Report (Integrated Report). Our Corporate Philosophy consists of our mission and our corporate slogan, “Make the Future with Milk”
In May 2023, the Megmilk Snow Brand Group formulated a new Group Medium-Term Management Plan. This report

focuses on value creation, the enhancement of corporate value, and the sustainable growth of the Megmilk Snow Brand O ’:['1’1 M o o
Group, from both financial and non-financial perspectives, anchored in our Group Medium-Term Management Plan 2025. UI' I'Ce ISSIOHS

Regarding Usage of the Megmilk Snow Brand Report 2023 (Integrated Report)
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Contribute to
Dairy Farming
Production

Focus on

We have made efforts to reflect the opinions and requests of shareholders, institutional investors, and the Corporate

Consumers

Ethics Committee, ensuring that the report contains information of high relevance to all our stakeholders.

Coverage Period From April 1,2022, to March 31, 2023 (the report also contains some information outside this timeframe)
Target Organizations ~ Megmilk Snow Brand Co., Ltd. and its Group companies (though the report does not cover all information)
Period Issued November 2023 (scheduled to publish an annual edition every year)

Report References

International Integrated Reporting Framework by the International 1SO 26000: Guidelines on Social Responsibility
Integrated Reporting Council (IRC) Guidance for Collaborative Value Creation by the Ministry of Economy, Put
GRI Standards Trade and Industry O
ur Hearts
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Positioning of the Megmilk Snow Brand Report 2023 (Integrated Report) into Milk

Cover Design

Photo of the exterior of the Megmilk Snow Brand Innovation Center, which opened
in January 2023. The cover design was chosen to express our commitment to
achieving food sustainability as one of the platforms for creating new value
propositions for milk in the future. (= P23)

Financial Information  Non-Financial Information
The Megmilk Snow Brand Group strives to fulfill our three missions

Annual Securities Report

and create new value for milk in order to exist as a company that contributes to society.
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Financial Results Corporate Governance Report Business forecasts and other statements concerning the future in this
report are projections made by Megmilk Snow Brand Group based on

_ information available at the time of writing and are not intended as a
Megmilk Snow Brand Report (this booklet) guarantee that Megmilk Snow Brand Group will achieve these forecasts. < Sl
Actual business results may differ from the forecasts in this report Orporate Ogan
Financial Results ESG Data depending on changes in business conditions and other factors.
Explanatory Materials
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Caution

IR page: https://www.meg-snow.com/english/investors/ This document has been translated _from a part of the Japapese original for reference ° °

Sustainability page: https://www.meg-snow.com/english/sustainability/ purposes only. In the event of any discrepancy between this translated document and a e e ' I l I re ‘ N’ 1 1
the Japanese original, the original shall prevail. The Company assumes no

responsibility for this translation or for direct, indirect or any other forms of damages
arising from the translation.

Foundation and Sustainability to Support Growth
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Megmilk Snow Brand Group Charter of Corporate Behavior

The Megmilk Snow Brand Group respects the letter and spirit of applicable laws and international rules at all stages of the supply

chain, in accordance with the Megmilk Snow Brand Group Charter of Corporate Behavior. We act honestly and in good faith, living

up to high ethical standards.

1. Sustainably Improving Corporate Value and Resolving Social Issues

The Megmilk Snow Brand Group works to improve corporate value by engaging in
business activities to achieve its Corporate Philosophy, while striving to help build
a sustainable world by working to solve social issues.

2. Trusting Relationship with Consumers

The Megmilk Snow Brand Group strives to ensure quality management and
provide society with effective and safe products and services. Based on Japan’s
Basic Consumer Act, we recognize consumer rights and our responsibilities as a
business operator, and we provide accurate information on products and services
and communicate in good faith to ensure consumers’satisfaction and earn their
trust. In the event that an accident does occur with a product we have provided,
we respond appropriately, with consumer safety as our top priority.

3. Equitable Business Activities

The Megmilk Snow Brand Group maintains a high sense of morals and
responsibility, observes corporate ethics, strives to ensure compliance throughout
the Group, and carries out business activities based on fair, transparent and free
competition. Moreover, we do not tolerate any transactions or relationships with
organized criminal groups or other anti-social forces.

4. Fair Information Disclosure and Dialogue with Stakeholders

The Megmilk Snow Brand Group proactively, effectively and appropriately discloses
information in a timely manner to earn the understanding and trust of all
stakeholders, including consumers, dairy producers and shareholders. In addition,
we implement transparent management by engaging in ongoing dialogue with
stakeholders in order to raise corporate value.

5. Workstyle Reforms and Enhancement to Work Environment

The Megmilk Snow Brand Group approaches work in a way that raises employees’
skills and respects personal attributes, diversity and individuality. Moreover, we
build a corporate culture that offers freedom and vitality and establish workplace
environments that are motivating and take health and safety into full
consideration.

Our Approaches to Consumers

Our Focus on Consumers Based on the Basic Consumer Act

6. Initiatives on Environmental Issues

The Megmilk Snow Brand Group views environmental issues such as addressing
climate change, effectively using water resources and appropriately managing
waste as shared issues for humankind. We practice environmental conservation by
working with everyone in the supply chain to develop environmentally friendly
technologies, products and services.

7. Respect for Human Rights

Throughout its supply chain, the Megmilk Snow Brand Group respects basic human
rights, bans discrimination on the basis of race, nationality, gender, religion,
ideology or other such characteristics, prohibits human trafficking and child labor,
and strives to provide safe, healthy work environments.

8.Thorough Crisis Management

The Megmilk Snow Brand Group has made thorough preparations for the possibility
of emergencies. In the event of emergencies such as fires, natural disasters and
accidents, the Group prioritizes human life and then strives to maintain, sustain and
quickly restore its business activities. We value the company’s assets and respectfully
manage confidential information, including personal information.

9. Partnerships with Local Communities
The Megmilk Snow Brand Group actively participates in society and promotes

communication at all of its business sites as a good corporate citizen. This helps to
build ties of trust and contributes to local community development.

10. Thorough Implementation of This Charter

Those involved in the management of the Megmilk Snow Brand Group embrace as
their own role ensuring that the Group lives up to this Charter, taking the lead to
ensure that it is fully implemented by all Group companies. addition, all involved in
the supply chain are encouraged to take action based on this Charter.

Established on June 1, 2021

The Megmilk Snow Brand Group will strive to uphold its four basic approaches so as to respect the basic rights of consumers as stipulated in

the Basic Consumer Act and fulfill its business responsibilities.

Basic Consumer Act
*Numbers added for clarification of content

Fundamental Principles Responsibilities, etc.

of Business Operators

(Eight Basic Rights)
Article 2 Article 5

1. the satisfaction of the basic (i) Duty to secure the safety

demands of consumers, of consumers and fairness

2. a healthy living environment, in transactions with

3. consumer safety, and consumers.

4. the opportunity for consumers to (i) Duty to provide necessary
make autonomous and reasonable information to consumers
choices about products and in clear and simple terms.

- o
services shall be guaranteed, (=8 (iii) Duty to consider the state
5. the opportunity for consumers to » of consumers’knowledge,
receive the necessary information & experience, and the status
and S of their assets, etc.in
6. education shall be provided, z dealings with consumers.
7.the opinions of consumers shall be (iv) Duty to endeavor to
reflected in the Consumer Policies, establish systems
and necessary to appropriately

and promptly process
complaints by consumers,
and to appropriately
process said complaints.
Duty to cooperate with the
Consumer Policies
implemented by the State
and local governments.

8. when consumers suffer damage,
such damage shall be appropriately
and promptly relieved, and the
Consumer Policies shall be
undertaken on the basis of v
supporting the self-reliance of
consumers so that they are able to
autonomously and reasonably act
to protect and advance their own
interests.
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Megmilk Snow Brand Group’s Initiatives

Expanding Education about Food Website Operation

@ Communicating the importance @ Proactively disclosing information

of food and milk @ Clarity in business operations
@ Understanding

dairy farming Megmilk Snow Brand
Group’s Four Approaches
Establishing a P‘°V‘di.”9 safe PToaCIi_\/e‘y Customer Relations
Quality Assurance and reliable disclosing (I
Structure products and information
services @ (pen 365 days
@ Megmilk Snow
’ per year
Brand Quality ol )
Assurance System cuite;‘r?]grm improve
0 Sieliidimg f ”Sk[ Embracing satisfaction
{Earga‘gde‘maep d system consumers'feedback
3 rg r');te\ respond to TR iy
ppropriately fesp management

Establishing a Risk unexpected incidents
Management
System

Corporate Ethics
Committee

° Sfe gau\‘\?réecsfvret(‘jngy @ Quality Subcommittee (plant quality audit from outside the company)
the Customer Relations @ Consumer Subcommittee (opinions toward consumer-focused
Center business operations)

@ Risk Liaison Committee @ Product Information Subcommittee (consideration of product
labeling from a consumer perspective)

Viessage from
the Preside

Strengthening the Foundation
for Gaining Resilience and Sowing
New Seeds for Growth to Achieve

Food Sustainability

MEGMILK SNOW BRAND Co., Ltd.
Representative Director and President

Masatoshi Sato
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Past One Year of Ongoing Dialogue with Stakeholders

It has been just over a year since | was appointed as the
Chief Executive Officer in April 2022 and later took on

the role of Representative Director and President in June.
Initially, | thought the economy would revive as we entered
the third year of the COVID-19 pandemic and approached
a“with-COVID"” phase. However, the conflict in Ukraine

and the ensuing economic upheaval have, contrary to
expectations, worsened the business environment. The year
since my appointment as President has been one where |
have striven to achieve the various visions and plans | had in
mind while also contending with these rapid changes in the
external environment.

Since taking office, | have devoted myself to crafting new
business strategies and enthusiastically engaged in dialogue
with our stakeholders. Besides meeting with industry
figures in dairy farming and public administration, as well as
domestic and international business partners and investors,
| visited over 100 locations, including production, sales, and
distribution centers in our Megmilk Snow Brand Group. |
listened attentively to the voices of stakeholders and front-
line employees. What struck me during the dialogue | had

Megmilk Snow Brand’s Purpose

with these individuals was a strong sense of expectation
directed toward our Megmilk Snow Brand Group from our
stakeholders.

I was particularly impacted by my conversations with
dairy farmers. Dairy farming production sites are grappling
with a sharp rise in feedstuff and energy costs, leading
to a highly challenging operational environment. During
these discussions, | could keenly feel both the severity of
their situation and their strong expectations for us. It was
deeply gratifying for me to understand that dairy farmers
trusted that Megmilk Snow Brand could overcome these
challenges precisely because it had roots in dairy farming
and the history that its founders had advanced the dairy
industry. This relationship is an invaluable asset for us, and
it rekindled my sense of responsibility to live up to their
expectations. Fueled by these heightened expectations
from our stakeholders, our commitment to contribute to
dairy farming production and strengthen dairy farming
production infrastructure will remain one of the core pillars
of our newly released Megmilk Snow Brand Group Medium-
Term Management Plan 2025.

Our Group is approaching a significant milestone: our 100th
anniversary in 2025. As we prepare to embark on a new
century, we revisited our founding mission. In the context
of the Meiji era, Japan had to strengthen its national power
to compete against Western powers. The government
had set up the Hokkaido Development Agency to foster
industrial growth. However, the region lacked sufficient
resources and population, making rapid industrial growth
unfeasible. With land unsuitable due to infertility for both
rice and field cultivation and buried in snow for half the
year, dairy farming was identified as a promising industry. At
the time, Japanese society still faced the difficult challenge
of securing sufficient nutrition and rich dietary lifestyles.
Against this backdrop, dairy products presented a promising
solution to the nutritional challenges Japanese people
were facing. Our founders commenced operations in 1925,
distilling the aim of achieving stable and abundant food
lifestyles through the dairy farming industry into the phrase
Kendo Kenmin “a healthy earth ensures human health”as a
response to the social issues of the day. This encapsulated
the spirit and goals of the company at its founding.

Turning to the present day, what social issues do we
face today, 100 years later? Currently, challenges in the
procurement of various goods have been rising worldwide,
but there is no doubt that one of the aspects countries are
most focused on is food. Particularly in Japan, where the food
self-sufficiency rate is only 38% in terms of calories, we cannot

Megmilk Snow Brand Report 2023

The Evolving Spirit of Kendo Kenmin
“A Healthy Earth Ensures Human Health”

With our founding spirit’s drive to solve social issues

Achieving a stable and
abundant food lifestyle |

| Evolution

Contributing to
food sustainability

meet the required volume if procurement of food and raw
materials from overseas becomes difficult. This is also the
case in the dairy farming industry. The demand for fresh milk
and dairy products in Japan is equivalent to about 13 million
tons of raw milk annually, with approximately 40% relying on
imports. Is this situation really sustainable? It seems painfully
clear to me that there is a need to expand raw milk production
infrastructure to improve Japan's food self-sufficiency rate.
The food that is readily available now may not be so
in the future. Based on this current understanding, we
have articulated a new “Purpose of the Megmilk Snow
Brand Group!” The goal is to achieve food sustainability by
leveraging our extensive insights and functions (the milk
value chain) developed through dairy, in line with our
founding spirit of Kendo Kenmin “a healthy earth ensures
human health”.

Synchronizing Social Value with Economic Value

While defining our Group's Purpose, we have also reviewed
material issues that should be prioritized to simultaneously
achieve (synchronize) social and economic value through
our core business and enhance corporate value. We
have added “providing a sustainable food supply”and
“contributing to health through food” to our material issues
and set key themes that include offering appealing milk
and dairy products and providing new options developed
through dairy expertise and functionality. To enhance social
value through these measures and demonstrate the pursuit
of economic value in doing so, we have set KPIs such as
having overseas business account for 20% of our operating
profit and sales of 20 billion yen in alternative foods such as
plant-based foods.

We have also reexamined our business portfolio.
To achieve food sustainability, our own management
foundation must be strengthened furthermore. In other
words, we believe there is a need to transition to a portfolio
that would allow us to gain even greater resilience.

Generally, when contemplating a new business
portfolio, the main considerations are market growth rate,
market share, and one’s own profitability. However, these
perspectives alone cannot measure food sustainability.

Therefore, we have decided to use a matrix that sets “food
sustainability contribution,”a unique indicator to show
contributions to food sustainability, and “market growth
x our profitability” as another axis for contemplating our
business portfolio.

For example, the milk business faces challenges in terms
of profitability. However, about half of raw milk production
in Japan is consumed as milk. Taking both aspects into
account, | believe the milk business is indispensable
to achieving food sustainability. Therefore, we will
simultaneously pursue economic improvement, which
is vital for gaining resilience and growing as a company,
after confirming that the business is indispensable for food
sustainability. We have reconfirmed this approach within
the portfolio matrix. In the future, we will actively invest
resources in priority categories like yogurt and cheese, for
which market expansion is expected and profit margins
are high, as well as growth-promoting categories like PBF
and functional food products, which are small in terms of
market size but expected to grow significantly. We have
just embarked on our journey to achieve food sustainability
based on this new portfolio.

1
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Transitioning toward a resilient business
portfolio, based on our unique

“food sustainability contribution”
indicator

Food sustainability contribution:

Our unique indicator for demonstrating
our contribution to food sustainability

We determine our contribution to food sustainability

in terms of:

1) The scale of the contribution (based on sales)

2) The quality of the contribution (determined by our
unique coefficient)

For activities that directly contribute to domestic

dairy farming infrastructure, we add a bonus value

to this coefficient.
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| Positioning and Direction

Dairy farming
infrastructure

Secure influence (volume).
Aim for efficiency through
an increase in volume

Key points

Core activity domains.
Concentrate use of
available resources

on existing business
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@ Milk beverages ®Yogurt
Support Promote growth
adjustments

Prioritize speed.
Aggressively incorporate
new resources through
M&A and collaborations

Areas with challenges
where we seek to reform
our strategies
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Planting Trees to Foster Food Sustainability

Please take a look at the Value Creation Process diagram on
pages 15-16 that summarizes our ideal position.

The large tree on the left is what we call the Milk Tree.
Dairy products like fresh milk, cheese, and butter are created
from raw milk, and we make the tree grow bigger. This tree is

our mainstream business. Here, we firmly connect the value
chain from dairy farming to consumers and stakeholders to
make the tree even more robust. In this process, we aim to
synchronize social and economic values, thereby enhancing
our corporate value. Protecting and expanding the value-
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circulating system we have nurtured will act as the nucleus
for achieving food sustainability.

However, relying solely on this Milk Tree might not be
sufficient for future food sustainability. For example, the
world’s population is expected to rise from the current 8
billion to 10 billion by 2050. This may lead to a protein crisis
due to an imbalance in food supply and demand. This is
not someone else’s problem; it directly affects us. A backup
strategy based on diversification is essential in case there are
interruptions in securing milk, an important protein source.

The smaller tree on the right side of the diagram symbolizes
this. Leveraging the insights and functionalities that we have
cultivated in dairy over the past 100 years, we aim to nurture
this new tree and create a new value chain. This is the value
creation story that we envision. One tree is for alternative
foods such as Plant-based Foods (PBF), and the other focuses
on overseas markets, primarily in the Asia and Oceania
regions. These are still in the “seed, “sapling,” or “small tree”
stages, but we plan to grow them into substantial trees that
will not be overshadowed by the Milk Tree on the left.

Focusing on Building a Foundation to Turn Risks into Opportunities

A number of risks exist in the business environment
surrounding Megmilk Snow Brand. However, depending on
how these risks are perceived and approached, they hold
the potential to transform into opportunities. Facing these
risks squarely should be key to seizing the next opportunity.
Food must be supplied continuously; reacting only when
a procurement crisis arises will be too late. To this end, from
now on, we must concentrate on building this foundation.

In doing so, we will discern both risks and opportunities,

Social Issues and Social Changes

Social Environment

Population Dynamics

«Increasing global population, declining domestic
population, declining birthrate and aging society,
rising interest in extending the healthy life expectancy

demand

imbalance

Our Business Environment: Challenges and Responses

« Decline in domestic food

* Global protein supply-demand

reevaluate the societal role of the dairy farming industry
we are involved in, and implement our future business
strategies accordingly. However, we cannot accomplish
this foundational work on our own. The understanding
of our efforts from a long-term perspective by all of
our stakeholders, including not only dairy farmers and
government officials, but also suppliers, customers,
consumers, shareholders and investors, is essential as
we move forward. We are well aware that this is a major
undertaking. Nevertheless, we anticipate that Japan's food
environment will soon become much more stringent, and
we believe that if we do not start building our foundation
now, it will be too late. With the future becoming ever more
uncertain, we aim to move forward in the direction we
believe is the correct one.

At present, dairy farmers are already facing a number
of crises. Our immediate priority is to join hands with dairy
farmers and draw upon governmental support to escape
this situation and establish a stable foundation for raw milk
production. To achieve this, we are determined to do our
part by delivering consistent value through our products to
our customers, thereby facilitating further market growth.

Achieving Food Sustainability

Material Issues

*Providing
sustainable food

+Contributing to
health through food

« Increase in global food
demand

« Growing demand for functional
food products

B

3
2

« Expansion of the alternative

Global Environment

« Global warming, climate change, growing
sustainability awareness

IT Environment
« Rapid technological advancement

« Increasing scrutiny on the

environmental impact of dairy
farming

« International shortage of fresh

milk

+ Difficulty in obtaining

(importing) dairy products

food market, such as food tech

« Expansion of the PBF market
« Increased value of milk and

dairy products

International Affairs

« Tariff barrier elimination through economic
partnership agreements, geopolitical risks

« Aging infrastructure

« Improved productivity through

DX

Governance
« Emergence of new social indicators and concepts

« Decline in the competitiveness

of domestic dairy products

+ Rising costs of raw materials

and energy

« Enhanced overseas expansion
«Taking on challenges in new

areas through research and
development

* Reputation decline

« Strengthening governance
« Sustainability management

%

Dairy
Farming

«Contributing to

sustainable dairy
farming

*Reducing

environmental load

People and|
Society

*Promoting

diversity and respect
for human rights

*Contributing to local

communities
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Plant-Based Foods (PBF) and Overseas Expansion as New Growth Opportunities

In our quest to enhance corporate value, we have come
to realize that we have not adequately communicated our
future vision to our stakeholders.

Taking this into account, as part of our effort to create
new seeds for growth, we declared entering the PBF market
and enhancing overseas expansion as one of the three
pillars of our business strategy in the Group Medium-Term
Management Plan 2025. We believe that sharing progress
on these fronts with shareholders and investors at an early
stage will have a positive influence on the evaluation of our
Group.

Regarding our entry into the PBF market, we have heard
concerns that it contradicts our Group’s image as a company
deeply ingrained in the dairy farming industry and that
we are leaving the dairy world behind. However, | believe
that PBF and milk are not mutually exclusive. Rather than
viewing plant-based ingredients and food tech as being in
conflict with dairy, | think we should focus on the potential
for new value creation through synergies and advanced
technologies. Effective communication with all our
stakeholders is crucial for understanding this perspective,
and we will continue to engage in dialogue with you all.

We also consider establishing a foundation for dairy
farming production to be another critical element in
increasing future corporate value. Currently, many dairy
farming production sites import costly blended feeds from
overseas to feed their cows, and rising import prices in

recent years have had a direct impact on their operations. If
this continues, the dairy farming foundation may continue
to degrade. To prevent this, it is essential that dairy farmers
increase the proportion of self-produced feedstuff. Within
our Group, there is Snow Brand Seed Co., Ltd., which
engages in the development of grass and feed seeds and
the provision of feedstuff supplies for cattle. We are also
conducting research and development in adding lactic acid
bacteria to feedstuff, and we plan to make various proposals
in the feed supply sector going forward. This initiative
supports dairy farming behind the scenes and focuses
strongly on social value, and we are expanding our business
based on this foundation. We consider it the very source of
our Group's value creation and a cornerstone for enhancing

our corporate value.

The Latter Half of FY2022 Showed Signs of Hope

1

As | mentioned at the beginning, fiscal 2022 presented
unprecedented challenges for the dairy farming industry
due to significant global environmental changes. The rise
in energy and raw material prices, along with disruptions in
resource procurement, occurred against the backdrop of the
COVID-19 pandemic and international conflicts.
Immediately upon assuming the role of President, |
focused on responding to cost increases and expanding
volume. However, the speed at which costs rose exceeded
our expectations, making Q1-Q2 particularly difficult. We

implemented price adjustments and changed product sizes
to absorb the costs that we couldn’t mitigate through our
efforts. Though these actions ensured revenue growth, we
were unable to absorb all the rising costs within the fiscal
year, resulting in an operating profit lower than the previous
year.

However, the effects of price adjustments began to
materialize, enabling us to set both net sales and profits
on an upward trajectory in the latter half of the year, which
serves as a positive indicator for fiscal 2023.

10
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The Group Medium-Term Management Plan 2025 Theme: Gain Resilience

In alignment with the establishment of our Purpose and

the review of our material issues, the theme we have set for
the Group Medium-Term Management Plan 2025 is “gain
resilience! The plan is positioned as a period for building the
foundation for another century of growth. The three pillars

of our business strategy include creating new seeds for
growth, expanding volume through foundational use, and
strengthening and supporting the domestic dairy farming
production foundation.

meme | Gain Resilience

Period for laying the foundation for growth over
the next 100 years

2) Increasing volume through the utilization of the existing
foundation

3) Strengthening and supporting the domestic base of dairy
farming production

Abajens ssauisng

| Three Pillars | | Six Strategy Issues
Entry into the PBF market Foster function-added foods Enhance overseas development

Contributing to dairy farming via value creation

1 Management resources that support execution

Sales expansion of milk and milk-based beverages

Qe Ep leading to growth in the Beverages and Desserts Business

and volume expansion Self-supplied feedstuff expansion

Innovation (transformation)

| | Communication (resonating)

£Barens
[e3udwepuny

Promotion of DX/Utilization and Growth of Human Capital

We are also advancing specific initiatives aimed at the
goals outlined in our Group Medium-Term Management
Plan 2025. Our entry into PBF is not based on the assumption
that our company merely manufactures and sells PBF. In
May 2023, we established Agro Snow, a joint venture with
Agrocorp, a grain trading company in Singapore. This new
venture will engage in the manufacturing and selling of
raw materials for plant-based food processing. Our goal is
to create a new value chain that spans from upstream to
downstream operations in the PBF sector. From among the
various plant-based ingredients, Megmilk Snow Brand has
focused on peas due to their low environmental impact

Agro Snow Business Scheme

during cultivation, specifically in terms of water usage.
Utilizing the global procurement capabilities of Agrocorp, we
will source peas. Agro Snow will be responsible for processing
them, and we will manufacture and sell PBF products
using these processed peas as raw materials. We are also
considering selling pea-based processed goods produced by
Agro Snow as raw materials to plant-based meat producers,
other food manufacturers, and the dining industry. In this
manner, we aim to establish both BtoC and BtoB businesses
in Japan by building a new value chain for PBF centered
around peas in collaboration with Agrocorp and Agro Snow.
Furthermore, in January, we opened the Megmilk

Pea processed product

Pea production manufacturing/sales

Pea procurement

Distribution,

Agro Snow

Raw material Agro Snow [l Manufacturing

supplier
(Canada)

Agrocorp

(Singapore) Plant

(Singapore)
(Malaysia)

Sales Companies
(Global)
*excluding Japan

Agrocorp
(Singapore)

Megmilk Snow
Brand
(Japan)

Manufacturing, Sales

Processing

and Sales Consumption

Users
(Global)

*excluding
Japan

Consumers

Users
(Japan)

Megmilk Snow Brand Report 2023

Snow Brand Innovation Center in Kawagoe City, Saitama
Prefecture. By integrating our R&D centers across different
business segments, we intend to drive innovation
by combining various forms of expertise, thereby
strengthening our product development. Moreover, in April
2023, we established the Milk Nutrition Research Course, a
joint research course with Hirosaki University. This course
leverages the university’s world-class big data on healthcare
to research new health benefits of milk. Combined with the
launch of the Innovation Center, we expect products beyond
our wildest imagination to emerge in the near future. Our
company already owns proprietary functional materials and
functional lactic acid bacteria, such as MBP® and the Gasseri
Bacteria SP strain. By fully leveraging the Innovation Center
and the Milk Nutrition Research Course, we plan to further
advance our research on these unique functional materials
and functional lactic acid bacteria to continuously develop
products that contribute to the health of our customers.

In our financial strategy, we have newly established
cash allocations. First, we aim to generate more than 80
billion yen in operating cash flow over the next three years.

Financial strategy

Additionally, we plan to secure over 25 billion yen through
asset sales, which includes strategic equity holdings, and
by procuring interest-bearing debt. Of this amount, more
than 70 billion yen will be allocated toward achieving food
sustainability, which will be used for foundational and
growth investments in existing businesses. Additionally, as
one of the pillars of our Group Medium-Term Management
Plan 2025, we will actively focus on “future value creation
investments” aimed at creating new growth drivers. This
includes research and development as well as business
development that generates new value. For the “future value
creation investment,” we will consider capital alliances and
mergers and acquisitions. We plan to allocate more than 12
billion yen to shareholder returns and intend to maintain a
dividend payout ratio of over 30%.

Through disciplined financial management that includes
this asset-light orientation, we are targeting an ROE of
over 6.0% for fiscal 2025 within the Group Medium-Term
Management Plan 2025. We aim to achieve this target as
quickly as possible and then set our sights on a subsequent
target of an ROE of 8.0%.

Consolidated management KPIs FY2022 Results FY2025 Targets

(Billion yen)

Basic Policy
Net sales 584.3 665.0
i fi
o L 13.0 (2.2%) 20.0 (3.0%)
Ma'!"ta'n'n'g. Profitability
financial stability Profit"! 9.1 14.0
EBITDA 30.2 385
Foundation and
growth investment Equity ratio 51.9% 50.0%
through asset Financial health
compression D/E ratio 0.33x 0.5x or less
Capital ) . “ Approx.65  Approximately 70 or more
expenditures Capital expenditures (over a 3-year period) (over a 3-year period)
Stable shareholder sharehold
returns retilrrenso er Dividend payout ratio 44.4% 30.0% or more
Capital efficiency ~ Return on equity (ROE) 4.4% 6.0% or more

*1 Profit attributable to owners of parent  *2 The investment amount is decision-making-based and differs from cash-out-based figures.

Overview of Group Medium-Term Management Plan 2025

(Operating profit)

<€ L RN T 1 (9 mmmm ROE of 10..09% or more
35billionyen |« eeeenen MAeeeeeencnns

Achieve as early

Restoration to pre-COVID-19 as possible!

.......................... Coimes I 7

. " . P
levels while addressing cost increases |. ' rm. . ... . . ... 20% or more

25billion yen | - 3
and sowing seeds for the future

20 billion YEN | ceeeee sttt

ROE of 6.0% : or more

li:king on new growth areas

Overseas profit composition:

Alternative food net sales:
20 billion yen or more
Cheese net sales:

100 billion yen or more

Function-added food net sales:
100 billion yen or more

FY2020 FY2022 FY2025

Group Medium-term  Group Medium-Term
Plan2022 M Plan 2025

Acceleration of Our Transformation for the Next 100 Years

FY2030

1
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Future Vision Project for 2050

The previous Group Medium-Term Management Plan,
lasting up to the fiscal year ended March 31, 2023, was
based on the“2026 Long-term Vision” that we formulated
in 2017. However, the external environment has changed

dramatically compared to when the vision was created.

Therefore, to coincide with the significant milestone of our
Group’s 100th anniversary in May 2025, we have launched
the “Future Vision Project” as a milestone for our next 100
years, with the goal of drafting a vision for 2050 (scheduled
to be announced May 2025).

First Stage
FY2017-2019
Begin Transformation

Start and promote Group
management

Second Stage
FY2020-2022
Accelerate Transformation

Strengthen development
of Group management

Third Stage
FY2023-2026

“Future Vision Project” Launched in April 2023

Group

New

Medium-Term Long-Term

Management Visi
Plan 2025 ision
FY2023-2025 To be announced

May 2025
Laying the foundation (planned)
for the next 100 Years

the year 2050

farming industry

@ As a milestone for Megmilk Snow Brand Group, which will celebrate
its 100th anniversary in 2025, we are formulating a “Future Vision” targeting

@ We aspire to become a corporate group that addresses social issues through jR ﬂ(
robust leadership while painting an optimistic vision for the entire dairy 70 0

:‘!_

i
Yay
7 b

N

In contemplating what the world will be like in 2050,
what we should do in response, and the kind of company
and society we want to create, this project, which is under
my direct supervision as the president, is made up of young
employees who are poised to shape the future of our Group
companies. Although we started with a small team of just
six people, we are committed to involving like-minded
stakeholders both within and outside the company to

co-create a future vision that embodies not just strategies

based on future projections, but also our own will and
aspirations. We expect the vision that emerges from this
collaborative process to be a highly compelling one. The
objective of this project is to unveil a future vision that both
inspires confidence among our stakeholders and provides a
supportive framework within which our employees can work
with hope and aspiration. Our new long-term vision will be
formulated based on this future vision.

Developing People and Organizations on a Foundation of Trust

Megmilk Snow Brand Award
H Fiscal 2022 President’s Award: Ami Plant (— P. 46)

(Photos are from the award interview)

13  Megmilk Snow Brand Report 2023

For any company, the most valuable asset is its human
resources. Corporate growth is only possible when
individuals within the organization grow and enliven their
work. For the sustainable growth of our Group, developing
and utilizing human resources capable of creating value is
crucial. Human capital is also positioned as a foundational

strategy in our Group Medium-Term Management Plan 2025.

We aim to foster an environment where diverse talents can
fully express their abilities and individuality. By advancing
HR initiatives, we aim to enhance job satisfaction for each
employee and nurture personnel who can create added
value across the milk value chain.

With regard to work style reform, a crucial initiative, our
focus until now has primarily been on creating a safe and
efficient working environment amid the COVID-19 crisis.
Going forward, we intend to promote fundamental work
style reforms that center around Digital Transformation (DX)
and accommodate a variety of needs, including mechanisms
that allow employees to freely choose their work locations.

Additionally, to improve employee work engagement,
we have been implementing the Megmilk Snow Brand
Award starting since fiscal 2021. This award system is
designed to raise awareness about the Megmilk Snow
Brand Values, which consist of being Self-motivated, Taking
Challenges, and Teamwork. It honors exceptional initiatives
by employees who embody these values. By presenting
what has been achieved over the past year, we aim to foster
a company-wide understanding and sharing of these values
and to channel this understanding into future actions. This
award also serves the purpose of boosting engagement and
uplifting the abilities of employees by conferring awards. |
am delighted to report that not only our regular employees,
but also our contract staff are taking an active partin our
initiatives. There have even been cases where regular
employees help proposals put forth by contract workers
to become a reality. On the sales front, we have initiated

For Stakeholders

activities more extensive than what we initially envisioned,
including social contributions through educational food
programs and initiatives that involve our business partners.
| find this to be a highly meaningful endeavor. Rather than
our Purpose of solving social issues being communicated
top-down from the corporate level, it is being shared among
the employees themselves.

| was once a member of Snow Brand Milk Products’
ice hockey team, serving for two years as a player-coach
while also managing the team and the organization. What
| learned from this experience is the importance of trusting
your colleagues when building an organization. Trusting
your team, staff, and all those who support you is essential.

However, entrusting people with responsibility is not
easy. No matter how much trust in yourself, trust can only be
established if the other party also has faith in you. And the
more critical the task, the harder it is to delegate. The only
way to build such a trust relationship is for everyone to avoid
arrogance and act with sincerity. If we could bring in more
people one by one who trust one another and deliver their
best performance at this moment, wouldn’t that naturally
lead to a strong organization? That is the kind of company |
aspire to create.

1

We are living in an age clouded by uncertainty, where
predicting the future is increasingly difficult. Those of us in
the business of providing food must be keenly aware that
the global demand for food will continue to fluctuate with
ever-increasing volatility and change at an ever-accelerating
rate. Over the past year, we have had dialogue with various
parties and verified that there is a shared sense of crisis and
a mutual understanding of the direction in which we should
move. That is why we have positioned the achievement of
food sustainability at the core of our new growth strategy.
With a focus on “delivering nutrition, being mindful of the
environment, and utilizing human resources,” this approach
embodies our unique perspective on sustainability
management.

It has been 100 years since our founding in 1925. We
take great pride in the milk value chain we have built—a
value chain we believe stands second to none and for which
we have received recognition. As we look toward the next
100 years, we aim to utilize what we have cultivated thus

far to create new value chains. We firmly believe that by
diligently advancing toward the realization of the blueprint
laid out based on our declared aspirations, we will be able
to enhance the overall value of our corporate group. As

we stand at this juncture, we hope to launch into the next
century with the continued understanding and support

of all our stakeholders. | hope that we can count on your
continued support for the Megmilk Snow Brand Group.

14
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Value Creation Story

4 A
VALUETO BE CREATED SOCIAL VALUE ECONOMIC VALUE FISCAL 2025 TARGETS o
- Helping people remain mobile throughout their lives and . . . c o e o -
extend their healthy life expectancy Contributing to a society Achieve Food Sustainabil |ty Achieving reasonable Net sales «wrwrsrrersmsssissssis 665.0 billion yen g
- Improvement ofqualit‘y Of.”fe (QOL) for bpth Fhe body and mind where people can lead profit and corporate Operating profit (operating margin)-- 20.0 billion yen (3.0%) S §'
. |;:§(;3\§ir;ent of sustainability of domestic dairy farming fulfilling lives by realizing O U T C O M E sustainability by realizing PIOft = +vevrrreernrnsrnsnrnernererarnereraannns 14.0 billion yen ® §
i ili i HH Y 2 N o I AU il N
+ Reduction of environmental impact and formation of a food sustainability food sustainability EBITDA ‘ 38.5 billion yen 3 %
recycling-based society Return on equity (ROE) «+vveeeerreereeeceeeeeees 6.0% or more 02
\ ) $3
T =

Expanding our horizons beyond Japan and milk to

pursue new growth domains X

27 14
T |

JuapIsald 9y} wouy abessa T

=
i
A . .
i Creation of a new value chain L
5 g‘_ >
= Q.
b T2
% ®
° >
S %
4]
o
w

Overseas markets (Asia, Oceania)
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Material Issues @ Provide sustainable @ Contribute to health @ Contribute to sustainable @ Reduce environmental @ Promote diversity and respect @ Contribute to local
food dairy farming impact human rights communities

_ Alternative food
. § ' (Plant-based Foods, food tech)

o

Grass and
feedstuff seeds

ymmoun poddng 0y
Aj1jigeurelsng pue uoizepuno4

Utilization and N
export of expertise
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Social Issues

s et Milk value chain (our extensive expertise and functions developed through milk)

world population growth

35UeRUIAA0D) d3ei0diod)

Declining birth rate, aging Brand Highly Trusted Stable Raw Material Diverse Human Resources R&D Strengths To Meet Technological Strength N
population, and reduction . . . . A . .. g
in working population By Consumers Purchasing Network Who Make Active Contributions Diverse Needs In Pursuing Deliciousness 3
7777777777777777 - About a century of experience *Procurement of fresh milk from cows *Employees: 5,715 (as of March 31, 2023) *R&D, the goal of which is to As Well As Safety And Reliability 2
conducting business activities carefully raised by dairy farmers *Ensuring diversity of human resources continue to create new value -Own quality assurance system MSQS =

**************** - Numerous top brands *Ensuring stable supply of raw materials, through initiatives such as women's for milk quatty y 3
beginning with milk resources participation in the work place %.

,,,,,,,,,,,,,,,, =}
Environmental problems E

such as climate change

,,,,,,,,,,,,,,,, Grou . o o .
Changes in lifestyle and dr|v|ng fFo)rce The EVOIVIng Splrlt Of Kendo Kenm’n

work styles

“A Healthy Earth Ensures Human Health”

15 Megmilk Snow Brand Report 2023



The Megmilk Snow Brand Group’s Sustainability Management Material Issues and KPIs (Fiscal 2023 Onward)

. . - Fiscal Year
4 L . L Field Material Issues | Core Activity Themes ; KPIs Scope |Related SDGs
In order to achieve our Group Corporate Philosophy, the Megmilk Snow Brand Group promotes sustainability management as v Achieved
outlined below to enhance the Group’s corporate value by realizing food sustainability, in line with our Charter of Corporate f\“’"idilf‘g Milk Everyyear | @EQ) Promote nitiatives to expand domestically-produced milk and dairy products
- ppealing Wi and contribute to strengthening the domestic dairy farming production platform
Behavior. and Dairy Products
N f an : ial i f . . [[ar) Increase the ratio of overseas sales to operating profit to more than 20% by
Toward realizing food sustainability, we have added and partially changed our material issues and KPIs in order to promote Erow(ljmg g.iwopt.(‘,ns FY2030 leveraging our expertise and functionality and strengthening overseas 1] -
el . . . . . . . eveloped Leveraging > T
efforts for “delivering nutrition, being mindful of the environment, and utilizing human resources,” the aim of the Megmilk Snow our Expertise and development 89
B dG ’ bil Functionality (2T [ncrease net sales of alternative foods* such as plant-based foods to 20 billion yen i =
rand Group’s sustainability management. Devel hrough or more o=
p y g MT|\ll(e oped throug FY2030 *Megmilk Snow Brand’s own standard: Does not include existing products such as margarines § f':g-
and vegetable fat whips a =
isi o
A h 0 —cvi f d tai b I it Revised Su:t:;x:l:jg :;od Maintain and renew certification under international food safety schemes (FSSC, SQF, etc.) E 'OQ %
C IeVIng 00d sustainaoltli y N Everyyear | accredited by GFS| at all domestic and overseas food facilities that manufacture Megmilk _g =
é/ Snow Brand products, and continuously implement improvement ~
- Providing Safe Products

In the face of climate change, geopolitical risks, and the growth of the global population, food sustainability is facing a crisis. Introduce the Megmilk Snow Brand Sensory Evaluator System to contract

F and Services FY202
ood 026 manufacturers of Megmilk Snow Brand products

As a company that has earned societal recognition through its focus on food and continued its business activities, achieving
food sustainability is our social responsibility and the most important issue we must tackle.

[>]

Train certified sensory evaluation technicians with the ability to evaluate flavor as an
FY2026 effort to improve quality control [Number of certified sensory evaluation technicians
(including contract manufacturers): 105% or more of the fiscal 2022 level]

>

=
]
w
w
o
Q
o
-
W31 Increase net sales of function-added food products* to 100 billion yen or more )
. f f f e
e ~\ e N\ 2030 *Megmilk Snow Brand’s own standard: Nutrition business products, food with health functions 3
-
I - >
Contributions to Initiatives toward Carry out research and development, product development, service provision, and . %
H 3 Health through Extending Healthy Everyyear | information dissemination to contribute to extending healthy life expectancy via our A =
Social Value Economic Value Food Lifo Expectancy expertise and functionality developed through milk 2
Q.
- s Conduct food education activities on the key theme of contributing to health through E g
e a I Za I o n FY2026 food, aiming for an average of 45,000 participants per year from fiscal 2019 to 2026 ) -
Contribution to a Achievement of — =
society where people Of Fo O d reasonable proﬁt, which In order to promote self-sustaining feedstuff dairy farming, expand the area of land 3 <
q o AT L L FY2030 planted with grass and feedstuff seeds from Snow Brand Seed Co,, Ltd. by fiscal 2030 by E 3 o
can continue to lead is indispensable for a nn Contributingto | Activities to Strengthen 39 compared to fiscal 2019 levels =c
q A ° K . Sustainable the Dairy Farmin
fU|ﬁ"|ng lives by S u Sta I n a b I I It corporation, and Dair Dairy Farming Productioyn Platforgm Provide administrative and technical support for sustainable dairy farm management ":? g
realizing food corporate sustainability Farmizg Every year chroulgh opertaéiontal sfup%ort fc::r Ralfuseiken and the activities of the Research & E g o
A . o evelopment Center for Dairy Farming o &
sustainability by realizing food - e —————— 3 3
. n S5 T
sustainability o<
Preventing Global Warming|  FY2030 50% reduction in CO2 emissions (compared to fiscal 2013) (a3
am
\ J \. J g
T

FY2025 Use 100% environment-friendly raw materials in paper used

=& E

FY2026 Procure 100% certified palm oil *Applies to refined palm oil

Sustainably Using Reduce amount of petroleum-derived plastic used (per unit of sales) by 25% (compared to . én
R . . - . . - FY2030 | fiscal 2018) F 5
ACtIVIt 1es to ac h leve fOOd su Sta Ina bl I Ity are th e uni q ue su Sta Ina bl I Ity Resources *Reduction includes replacing petroleum-derived plastics with recycled plastics and mass-balanced bioplastics 8- %
management of the Megm”k SnOW Brand Group « Priority given to use of paper and biomass plastic containers g g
Everyyear | «Encouragement of use of personal cups and bottles in office to reduce the amount of < >
. i T
Reducing plastic bottles used e g-
é Environmental FY2030 Reduce waste product emissions by 30% (compared to fiscal 2013) 5 [V
Impact g 3 &

g FY2030 Maintain waste recycling rate at 98% or higher (€]
Environment yemns porne E %
Every year | Food waste recycling rate of 95% or higher &
Formation of Pursue product development that considers the environment (extend expiration dates ;:

a Recycling-based Everyyear | for existing products and new products, actively promote labeling of expiration date by

Identificati f ial i ith hronized social and ic val Societ yearand month)
entification of material issues with synchronized social and economic values ociety

FY2030 Reduce the amount of water used at manufacturing sites by 9% (compared to fiscal 2013)

Realization of
food sustainability

q q - Every year | Confirm water risk at manufacturing sites and assess risk to business continuit
Field Material Issues Core Activity Themes Y 9 id

As a proposal to reduce environmental impact, expand the area planted of land

B BE|

Sodety Contributing to Local
Communities

business continuity

and development @ Partnerships with local community

al

o

)

o

)

@ Providing appealing milk and dairy products FY2030 planted with green manure crop seeds from Snow Brand Seed Co., Ltd. by 20% T

Provision . Provision of Sustainable Food @ Providing new options leveraging our expertise and functionality developed through milk compared to fiscal 2019 ) )

of nutrition E @ Providing safe products and services = = e 2

Basic values of ] Contributions to Health g

i i @ Initiatives t d extending healthy lif t iversifyi i 3

the di?lldrisflarrymmg through Food WERIERETELC QS IR WU LS @R IS ) Dlver:?r::\gna;gg:r\ieelsplng FY2025 Percentage of female managers of 10% or higher g

A

3

S . Achieving Work-life
‘g.ﬂﬂ Contributing to Sustainable - ) ) ; . 9 . ) . . A -
n a q N " romotion o
[e— Daiy Dairy Farming @ Activities to strengthen the dairy farming production platform P : .t f Balance and Imprqvmg Every year | Recognized as a Certified Health & Productivity Management Outstanding Organization >—
o Farming Diversity and Labor Productivity

n N

PVELEQL_IISItEfW Rl Bl @ Preventing global warming ResPethohr Conduct due diligence and awareness-raising activities on human rights based on =]

co:i::E?ts 9 @ Sustainable use of resources ‘% Human Rights Respect for Human Rights | Everyyear | the“Megmilk Snow Brand Group Human Rights Policy” to identify, prevent, and reduce _g

Y Environment| Impact @ Formation of a recycling-based society human rights risks in business activities Y

El

o Promotion of Diversity and @ Human resource diversification and development People and =

Utilization of R for H Righ @ Achievement of work-life balance and improvement of labor productivity ’ Society 3

human resources % espect for Human Rights @ Respect for human rights Contributing to Partnering with g

i L L E Work with th: ity to hel | ial i

Driving force for People and Local Communities Local Communities very year ork with the community to help resolve social issues g‘

s

=

m

&

o

Y v - , —— e - e
\ ¥ _—
<Scope>

Megmilk Snow Brand [l Snow Brand Seed Co., Ltd. [@ Megmilk Snow Brand / Ibaraku Co., Ltd. / Kohnan Oils and Fats Mfg. Co., Ltd. / Michinoku Milk Co., Ltd. / Yatsugatake Milk Industry Co., Ltd./ Bean Stalk Snow Co,, Ltd. / Snow Brand Australia Pty.
/ E nsu r'| n g com p I |a nce a nd Cco rpo rate et h |CS Ltd / PT. Megmilk Snow Brand Indonesia / Luna Bussan / Miruku no Sato Co., Ltd. [8] Megmilk Snow Brand / Bean Stalk Snow Co., Ltd. [llMegmilk Snow Brand / Ibaraku Co., Ltd. / Kohnan Oils and Fats Mfg. Co., Ltd. / Chokuhan Haisou Co., Ltd. /

- Michinoku Milk Co., Ltd. / Yatsugatake Milk Industry Co., Ltd./ Snow Brand Seed Co,, Ltd. / Bean Stalk Snow Co., Ltd. [l Megmilk Snow Brand / Ibaraku Co., Ltd. / Yatsugatake Milk Industry Co., Ltd. / Bean Stalk Snow Co., Ltd. [€] Megmilk Snow Brand /
Ibaraku Co,, Ltd. / Kohnan Oils and Fats Mfg. Co,, Ltd. / Michinoku Milk Co., Ltd. / Yatsugatake Milk Industry Co., Ltd./ Snow Brand Seed Co., Ltd. / Bean Stalk Snow Co., Ltd. [} Megmilk Snow Brand / Ibaraku Co. Ltd. / Yatsugatake Milk Industry Co., Ltd. /
J Snow Brand Parlor Co,, Ltd. [ll Megmilk Snow Brand / Bean Stalk Snow Co,, Ltd. / Udder Delights Australia Pty Ltd / Snow Brand Taiwan Co., Ltd. / Snow Brand Australia Pty. Ltd. / Snow Brand Australia Pty. Ltd. / PT. Megmilk Snow Brand Indonesia /

MEGMILK SNOW BRAND SINGAPORE PTE. LTD. [l Megmilk Snow Brand / Belle Neige Direct Co.,, Ltd. / Bean Stalk Snow Co., Ltd. / Snow Brand Taiwan Co., Ltd. / Snow Brand Australia Pty. Ltd. / MEGMILK SNOW BRAND SINGAPORE PTE. LTD. [[4 Megmilk
Snow Brand / Ibaraku Co,, Ltd. / Kohnan Oils and Fats Mfg. Co,, Ltd. / Michinoku Milk Co.,, Ltd. / Yatsugatake Milk Industry Co,, Ltd. / Bean Stalk Snow Co., Ltd. Megmilk Snow Brand / Kohnan Oils and Fats Mfg. Co., Ltd. / Snow Brand Seed Co,, Ltd. / Bean
Stalk Snow Co,, Ltd. [¥ Megmilk Snow Brand / Agro Snow
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profitability not reaching the target level, we believe that our of “Gain resilience” in the Group Medium-Term Management Plan
inability to present to our stakeholders a roadmap for the Group's 2025.
growth has led to the current weak stock price and PBR below 1. We will show the Group’s growth through the initiatives of these

In response to this issue, we have positioned “Creating seeds three business strategies, and by putting them into practice, we aim

for new growth,”“Expanding quantity by utilizing our platform,” to improve profitability and asset efficiency and thereby enhance
and “Strengthening and supporting the domestic dairy farming our corporate value and stock price. We will also aim to achieve ROE - =
production platform”as our business strategies under the theme of 8% and PBR of more than 1 at an early stage. é g
Message from Executive Officer z2
3
. . - o =
Resp0n5|b|e for Finan Financial strategy of the Group Medium-Term Management Plan 2025 e &;
c =
T =

Basic policies and management metrics

Managing Executive Officer, Megmilk Snow Brand Co., Ltd.
In charge of Accounting and Um ...............................................................................................................
Deputy General Manager responsible for Public Relations

Investor Relations

Toward the realization of the Group Medium-Term Management Our management metrics for fiscal 2025 are net sales of 665.0

Seiki Todaka

Under the basic policy of maintaining financial stability, investing in our
platform and growth areas by reducing assets, and providing stable
shareholder returns, we will implement financial strategies to realize

the Group Medium-Term Management Plan 2025, aiming to achieve ROE
of 6.0% or higher and 8.0% or higher as soon as possible.

Fiscal 2022 results and future issues

Plan 2025, while maintaining its financial stability, the Group will
increase profitability by investing the cash generated from asset
sales in core businesses, growth areas, and new value creation, and

provide stable shareholder returns.

Cash allocation & ROE improvement

In addition to our plan to generate operating cash flow of more
than 80.0 billion yen in total over the three-year period from 2023
to 2025, we plan to raise a total of more than 25.0 billion yen

by selling assets through BS (Balance Sheet) management and
interest-bearing debt procurement while maintaining financial
discipline. Moreover, as one of the initiatives to improve asset
efficiency through BS management, the Group will gradually reduce
its strategic shareholdings to less than 10% of net assets through

dialogue with business partners.

billion yen, operating profit of 20.0 billion yen, profit of 14.0 billion
yen, EBITDA of 38.5 billion yen, equity ratio of 50%, debt-to-equity
ratio (D/E ratio) of 0.5 or less, dividend payout ratio of 30% or more,
and ROE of 6.0% or more.

food business, we established a joint venture company (Agro Snow
Pte Ltd) with Agrocorp, a grain trading company in Singapore. We
will continue to actively engage in investments that create new
value.

By allocating capital generated through BS management
initiatives to growth investments, we will improve asset efficiency
and profitability, aiming for an ROE of at least 6.0% in fiscal 2025 and
8.0% or higher thereafter at an early stage.

With regard to growth investments, we are conscious of the cost
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Review of the management metrics and performance We plan to use the funds obtained from the above creation of capital and make individual investment decisions based on both §1
................................................................................................................ and procurement to invest more than 70.0 billion yen in “platform/ profitability and capital efficiency. 3
Fiscal 2022 was the second stage of the Group Long-Term bearing debt totaled 69.8 billion yen. growth investments.”We also plan to invest in R&D and business With regard to shareholder returns, we plan to allocate at least o %
- . e . B =
Vision 2026 and the final fiscal year of the Group Medium-Term In addition, we issued the Group's first green bonds* as a way development to create new value, or “future value creation 12.0 billion yen while maintaining a dividend payout ratio of at least 35
=]
Management Plan 2022. of raising funds that incorporates a sustainability perspective. We investments.” In May 2023, as part of our entry into the plant-based 30%. 2 =
Q
The external environment has changed drastically since the plan assess that flexibly raising funds as needed has contributed to the 3 §
: 9
was formulated, including effects from the drop in demand due to improvement of our financial health. 33
COVID-19 and global cost increases due to the situation in Russia With regard to shareholder returns, because the equity ratio %
and Ukraine. Due to these and other factors, our financial results reached more than 50% in fiscal 2021, in accordance with our Cash allocation Improvng ROE <
for fiscal 2022 were net sales of 584.3 billion yen, operating profit announced policy, we enhanced shareholder returns ahead of I I I
(D Operating cash flow o - . . A
of 13.0 billion yen, ordinary profit of 14.4 billion yen, and profit schedule by increasing the dividend payout ratio to more than (3-year cumulative total) ) Improvement of profitability Optimize assets Financial leverage )
. - . . . . - ] [ ] i H Maintai i B
attributable to owners of the parent of 9.1 billion yen, meaning we 30% as well as increasing the previous 40 yen dividend per share (Ei?,:f;c;%ti%stegéﬂf,ﬁi%ﬁrent Eﬁf,“e;if;ﬁi;ef;; s v'fﬁ:.”f,;‘,?,ﬁﬁf‘,ﬂ;‘i';;iﬂf“ g
. . L . . 80 .0 billion yen or more ratio)* 10% of net assets and sell necessary for growth =3
had increases in sales and declining profits. by 20 yen to reach 60 yen. In fiscal 2022, we will continue to pay a B Engage in and grow substitute AT e e g
* [ i [
The Group Medium-Term Management Plan 2022 consolidated dividend of 60 yen, bringing the dividend payout ratio to 44.4%. . Shareholder Returns [ ] fé’%ﬁh for existing domains* Eéfleart?grla':ia;:\:,egzhtlsfﬁrcing rEent:?rr:sce shareholder e
. . . X . (2)BS management « Grow highly profitable business of functions, and M&A 2
management metrics comprise return on equity (ROE) of 8% or *Please see p. 76 for reporting details. Sale of assets, including s 1 2 0 » - Improve profitability of B[Strengthen|Group functions 3
. ) o . . strategic shareholdings « U billion yen or more existing businesses (business restructuring) 2
more, equity ratio of 50% or more, interest-bearing debt of 78.0 Formoreldetailsiclickhere: - (Dividend payout ratio of -}L\rclrcetiagﬁsproducts with added )
billion yen or less, and a dividend payout ratio of 20-30%. As a result, . @ Interest-bearing debt 300 or more)
] ) ] Sustainable finance procurement *Numerical targets are shown in the figure on p. 12. >
although ROE did not reach the target of 4.4%, the equity ratio rose https://www.meg-snow.com/csr/finance/ Procurement within scope Future value creation investments M ERR R R R R R R R
. . that maintains current rating i i )
0.4% from the end of the previous fiscal year to 51.9%, and interest- Uapanese only) ngg@”;i:‘;@{ﬁ;fi’,ﬂ;fe”;’ngj valoe FY2022 } FY2025 target Aim for 8.0% E
- Incl ital hi °
25 .0 billion yen or more ,\r/vé:des capital partnerships and ROE of 4.4% ROE of 6.0% or more atan early Stage E
<
Issues facing the Group 3
................................................................................................................ 2
We were unable to fully reap the benefits of the production R&D initiatives, we were not able to raise the sales mix to what we Toward the next 100 years 5
system improvements promoted under the Group Medium-Term targeted. We believe that we were unable to capture changes in the S
) - ] . m
Management Plan 2022 because we were unable to expand sales market environment and lifestyles, which caused our profitability to The Group Medium-Term Management Plan 2025 is positioned as considering and implementing a balance of maintaining financial 5
volume. In addition, although we were able to create new value decline as a result, and we recognize that further gaining resilience a period for laying the foundation for growth toward the next 100 stability, investing in platform and growth areas by reducing assets,
through efforts such as the launch of MBP Drink and other high- IS anissue. years. For achieving the theme of “gain resilience,” we will support and implementing stable shareholder returns.
value-added products, collaboration with other companies, and Moreover, in addition to the decline in ROE due to our the enhancement of corporate value from the financial side by
19  Megmilk Snow Brand Report 2023 20
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History of Value Creation by the Megmilk Snow Brand

The driving force of the Megmilk Snow Brand Group is its founding spirit and its stance on taking on the challenges of today’s society.
We have grown as a company by responding to the needs of each era through products made from milk.

First half of the 1900s

Changes in social

issues related to food

Around 1934

Start of the Beverages
and Desserts Business
in Hakodate

1958

Start of export of
powdered milk,
including infant

formula, to

Taiwan

Established in 1925

Achieving a stable and abundant food lifestyle

Provision of

1990

Acquisition of
an Australian cheese
manufacturing

company

Established in 1950

Around 1955

products for school
lunch programs

Second half of the 1900s
Food becomes increasingly international and diverse

For school

Commercial Meals
product

1989

Discovery of MBP®

1992

Manufacturing base
for powdered milk,
including infant
formula, established
in Australia

We want to be a company that contributes to food sustainability with the power of milk and the expertise and functionality we have
cultivated through product development.
Megmilk Snow Brand will continue to be a company that provides new value and realizes social and economic value.

Present and future
Food sustainability

Around 2010
Extending healthy lifespans

Around 2000
Safety and security of food

Group

g

= For school
Commercial - meals
product

Plan 2025

2000 Snow Brand Milk Products Food Contamination Incident — 3

Corporate Consolidation

2002 Snow Brand Food Fraudulent Beef Labeling Incident

Medium-Term
Management

ooperative Creamery Snow Brand Milk Products Co., Ltd.

Association

Chronology of
the Establishment of
Megmilk Snow Brand

Established in 1972 Changed company name in 1974

Zenkoku Nohkyo Milk  —— Zen-Noh Chokuhan Co., Ltd.
Whole Sales Co., Ltd.
Established in 1996

Japan Milk Net Co., Ltd.

g J

Megmilk Snow Brand Report 2023

Business divesture

(Beverages and Desserts Business)

2003

Consolidation

.4 Nippon Milk Community Co., Ltd.

Dairy products
business

2009 Established joint holding company

Megmilk Snow Brand Co., Ltd. |

Merger in 2011

Snow Brand Milk Products Co., Ltd. Megmilk Snow Brand }

Nippon Milk Community Co., Ltd.

22
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Value Chain

S

Y L W) O,

Procurement

R&D

We are striving to conduct R&D to create new value for milk, provide deliciousness

To ensure stable volume and quality of fresh milk, we procure domestically-produced fresh milk in collaboration with entities such as local

and health to customers, and reduce environmental impact. <= designated groups and national producers’group. In addition, through our transactions with.suppliers, we are working to ensure the stable g é>_
B procurement of high-quality fresh milk ingredients while giving due consideration to sustainability. g g

S 23

2 =

]

Strengths Major initiatives Strengths Major initiatives é ;?_;

M Lactic acid library with more than 3,000 strains

M Nutritional function research on lactic acid and milk ingredients

B Abundant manufacturing know-how on dairy products, milk
ingredients, etc.

M Development of unique containers and packaging

Creation of unique value

M Research on health
- Research on unique functional lactic acids such as the Gasseri
Bacteria SP strain and Nyu-san-kin Helve using our lactic acid
library
- Research on unique functional milk ingredients such as MBP®
based on nutritional function research
M Research on taste
- Research on unique manufacturing methods utilizing the
function of lactic acid bacteria and manufacturing know-how,
such as on “cheese with rich flavor” and “methods for retaining
flavor”
M Research on reducing environmental impact
- Technologies to reduce the amount of plastic used and to
extend shelf life

Philosophy on intellectual property and
measures to improve R&D capabilities

@ Basic approach to intellectual property policy
- We objectively analyze our company’s strengths and create value by
utilizing the technological capabilities and knowledge cultivated
through research and development, and strategically obtain patent
rights of our unique technology.

B We conduct R&D that contributes to extending healthy life
expectancy

W We propose products that differentiate the Company to capture
new purchasers

B We develop product containers and packaging to reduce
environmental impact

B We develop production technology appropriate for dairy product
demand-supply conditions

B We promote open innovation

Operation of the Megmilk Snow Brand
Innovation Center

Open “co-creation space” to create
new value with milk

The Megmilk Snow Brand Innovation Center has

[Procurement of fresh milk]

B Representatives are stationed in regions to ensure close
communication with dairy farming production sites

B We conduct business with producer groups in regions in Japan,
which makes it possible to coordinate fresh milk supply and
demand over large areas

B We have our Research & Development Center for Dairy Farming
and serve as the secretariat of the Japan Young Dairy Farmers
Research Association, which has helped us build close
relationships with dairy farmers and support their efforts to
improve management capabilities

[Procurement of raw materials]

B We are always monitoring the demand-supply conditions and
market prices both within Japan and on an international basis to
conduct strategic and speedy procurement activities

B We conduct procurement activities by using human resources
well-versed in manufacturing, distribution, various laws and
regulations, and more

B We collect various forms of information and conduct diverse
procurement activities through transactions with many suppliers

Creation of unique value

[Procurement of fresh milk]

M We procure domestic fresh milk and milk resources based on
stable quantity and quality

W We support and contribute to solving social issues and
establishing sustainable dairy farming production

[Procurement of raw materials]
M We established a cooperative system to realize sustainable

[Procurement of fresh milk]

B We participate in farm environment patrols and milk quality
promotion meetings at each milk procurement office in
cooperation with agricultural cooperatives and others, and
contribute to raising awareness of quality milk production among
producers

B As for the SDGs, ESG investing, and similar issues, we respond by
participating in the Strategic Vision Promotion Special Committee,
created by the Japan Dairy Association and other industry
organizations

B We contribute to strengthening the domestic dairy farming
production platform by providing support for improvement of
feeding management techniques through symposiums held by
the Research & Development Center for Dairy Farming, the Japan
Young Dairy Farmers Research Association, and others

[Procurement of raw materials]

B To ensure low-cost, stable, and timely procurement, we always
cooperate with related departments to implement procurement
activities that support our business activities. In addition, we
regularly identify issues, formulate solutions, and address the
issues

W We continuously implement quality improvement activities in
cooperation with suppliers to reduce quality risks

B We promote the search for new materials and procurement of
certified raw materials to contribute to the SDGs, including
reduction of environmental impact
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-We will improve brand value and prevent damage and dilution X . o X :
through strategic application of trademarks. begun operations as a hub for giving shape to new procurement, including periodic surveys of suppliers
-We will ensure the freedom of research and business activities by value through food, centered on milk. The facility is B As part of efforts for human rights due diligence, we visit and hold A
avoiding infringement of the intellectual property rights of other . X . dialogues with small-scale palm farmers in Indonesia in o
companies and/or invalidating the patents of other companies. equipped with a one-floor prototyping area where cooperation with related departments g
-We will increase the value and profitability of business activities in people can see each other’s work and a co-creation S
the Dairy Products Business, Beverages and Desserts Business, i i o
Nutrition Business, etc. and reduce risks that could adversely affect space VYhere various Worl.(lng styles, ~ from Q
our business performance and establish a solid profit platform. presentations to web conferencing, can be used. We Group compa ny initiatives 3
-We will protect products and our own technologies in multiple ways will continue to accelerate technology fusion and 5
with multiple types of intellectual property rights such as patent communication that transcends barriers, Ieading to 5
rights, design rights, and trademark rights. the creation of new value with milk.
@ Measures to promote R&D capabilities P
In order to strengthen our R&D capabilities, we have established an - A
“invention compensation system” for inventors such as for patents, and °
have established the “Research and Development Division Award” to §
honor those who have contributed to development of new E
technologies, business achievements, and progress. We also conduct =
in-house training on patents and trademarks for the purpose of - 3 . gﬁ
g et il g i e e ety e despeeiing) e Snow Brand Seed Co., Ltd. Cresco Corporation Nichiraku Machinery Co., Ltd. 3
intellectual property rights of other companies. 2
The company develops high-quality grass and The company provides safe and secure As a machinery manufacturer, the company °
feedstuff seed varieties and disseminates their food-related packaging materials, including offers further value creation through the use of =
utilization technology to dairy farms in order to offering packaging materials with reduced digitalization technology to improve the ?
strengthen the domestic dairy farming environmental impact, by leveraging the efficiency of operations and production activities, :
production platform and contribute to knowledge and know-how accumulate over strengthening plant engineering capabilities, and
sustainable dairy farming production. many years by its packaging specialists, demonstrating product development capabilities.
including certified packaging professionals.
23 Megmilk Snow Brand Report 2023 24
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Marketing and Sales ‘

Production Logistics and Wholesale

We conduct manufacturing via our plants in Hokkaido's dairy farming areas for butter, skim-milk, We support the supply chain by locating inventory bases throughout We have sales offices throughout Japan and are developing

natural cheese, condensed milk, and other such products, as well as with ourplants in suburban Japan andsetting up appropriate’storage warehousesin response to our business selling milk and dairy products. g (3;
areas for products such as milk, yogurt, margarine, and processed cheese. fluctuatingsinventory volumes to ensure a stable supply to consumers. % g
X

g

a =

Strengths Major initiatives Strengths Strengths S=
=

M All of our plants (16 plants) have acquired certification from the
proprietary quality assurance system MSQS, and FSSC 22000
certification, an international food safety scheme accredited by
GFSI, and manufacture high-quality products

B Our manufacturing facilities are capable of offering diverse
product lineups to meet consumer needs

M We have an organizational culture that is never satisfied with the
status quo, and always strives for improvement and pursues better
manufacturing

Creation of unique value

B Stable supply of high-quality products that can be used with
peace of mind

B Thorough cost management by adjusting product volume to meet
distribution demand and streamlining production processes in
response to increased costs for energy, raw materials, logistics, etc.

M Business process reform and optimization through promotion of
digital transformation (DX)

B Reduction of environmental impact

Group company initiatives

il

Ibaraku Co., Ltd.

B We support introduction of GFSl-accredited food safety schemes
at all our domestic and overseas company-owned plants and
affiliated companies (26 facilities) that manufacture Megmilk
Snow Brand products, with 25 facilities having acquired
certification

B We conduct thorough cost management, focusing on every yen,
piece, and gram

M Through promotion of DX, we integrate digital data generated by
each piece of manufacturing equipment to improve accuracy and
efficiency of multi-product manufacturing operations and to
optimize quality and productivity

M We introduce equipment and production processes that save
energy and reduce CO2 emissions

B We implement environmentally-friendly measures such as
reducing waste emissions and water usage

Yatsugatake Milk Industry Co., Ltd.  Kohnan Oils and Fats Mfg. Co., Ltd.

B We maintain a flexible logistics network optimized for three
temperature areas (room-temperature, chilled, and frozen) and
which can respond to increases and decreases in inventory volume

Creation of unique value

M Since 2007, we have been continuously approved as an
environmentally-friendly company undertaking Eco Rail Mark
initiatives, which actively utilizes rail transportation for
long-distance transportation from Hokkaido to other areas of Japan

Major initiatives

M In response to the logistics environment, which is becoming
increasingly severe due to a shortage of drivers, stricter laws and
regulations, and other factors, we are promoting efficient efforts
to realize sustainable logistics, including joint delivery with other
companies, reduction of manual labor through the use of pallets,
and review of logistics bases

B We foresee and respond to weather disasters, which are tending to
be increasingly severe

Group company initiatives
——

M Trusting relationships with suppliers with strong community roots
as well as sales capabilities
B Megmilk Snow Brand brand power and high product recognition

Creation of unique value

B Through provision of milk and dairy products, we work to solve
social issues and develop products and promotions centered on
contributing to realizing a sustainable society

Major initiatives

M Efforts to increase demand by appealing with the benefits of
functional products such as MBP® and the Gasseri Bacteria SP strain

M Efforts to increase demand by appealing with the value of cheese
in a variety of ways

B Proposal of products and food scenarios that help solve social
issues such as extension of healthy life expectancy, contribution to
local communities, and support for dairy farming

Group company initiatives

al
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1

Michinoku Milk Co., Ltd. o '
The company manufactures and sells milk, ~ The company conducts contracted The company conducts manufacturing The company conducts contracted . . : Chesco Ltd. Belle Neige Direct Co,, LTD. .
milk beverages, yogurt, and desserts. In manufacturing of milk, milk beverages, and sales of milk, milk beverages, yogurt, manufacturing of margarine, soft SI System Corporation Chokuhan Haisou Co., Ltd. . The company imports, processes, The company provides products, o
addition to contributing to local dairy yogurt, desserts, and other products, and cheese. Its lineup includes products cheese, and other such products, and The company cooperates with Based on strict quality control . and sells natural cheese, and information, and services of value to °
farming, the company also provides and operation of fresh milk cooler made exclusively from fresh dairy contributes to strengthening the business partners throughout Japanto  know-how cultivated through the . contributes to further stimulating each and every customer as a S
products to several welfare organizations stations. It has established a position and ingredients produced in the Yatsugatake competitiveness of the Megmilk Snow develop valuable products, and operation of a joint distribution center, . demand for cheese in order to company that conducts mail order 4
to support the Kodomo Shokudo cafeteria ~ employment as a core company in Osaki Plateau, and contributes to healthy, Brand Group by providing stable provides consumers with safe, secure the company can handle transportation : promote and expand the spread of sales of functional food products and )
in Ibaraki Prefecture, thereby contributing  City, Miyagi Prefecture, thereby smile-filled diets with its tagline “Together  supply of high-quality products at a low products and services through in three temperature areas (chilled, : high-quality, delicious cheese from gifts, as well as advertising business. 2
to the local community. contributing to the local community. with Yatsugatake and milk”” cost. business activities for Seven &iGroup  room-temperature, and frozen) to meet : around the world. o
companies. diversifying consumer needs. . 5
: a
: )
. \
. 0
. <)
. 3
. °
. ]
. E]
. <
~ e ) . 5
=
— : g
: : : : - . Bean Stalk Snow Co., Ltd. Snow Brand
Snow Brand Australia Pty. Ltd. Udder Delights Australia Pty Ltd. PT. Megmilk Snow Brand Indonesia Mi Distributi G ice Co. Ltd . ) ’ . :
itsuwa Distribution reenservice Co., Ltd. . The company provides products that Kodomo-no-Kuni Ranch =
In addition to its own brand “Unicorn,’ the With a factory in Lobethal, South Australia, the company The company manufactures and sells block-type I . . X o
X N ' AN ndustry Co., Ltd. The company transports fresh milk . support the health of babies and Th b h =
company expands contracted manufacturing and manufactures and sells white mold and blue mold cheese, sliced cheese, and other products mainly in e B i : other family members, such as infant e company contributes to the :
sales of cheese from a famous cheese store brand cheeses. In December 2021, the Megmilk Snow Brand Indonesia, and exports to Malaysia, Hong Kong, and The company meets the needs of BT, (e T Er e . formulas and oral carelproducts as cheerful, healthy growth of children E
in Australia. As a contribution to the local Group acquired all shares of the company and took over elsewhere in Southeast Asia. The new product OKE customers with a diverse product teurized "Ik duced by dai . ) o through interaction with animals, :
1 : ) ! - > - T Y pasteurized milk produced by dairy . well as a wide range of nutritional IR e e
community, the company continuously provides management from the founding family. The company has cheese was launched in 2023, celebrating the 10th P e to b . K . g exp , 9
i i i i i e i i d provides delicious flavor and anulacturers Lo beverage . guidance and seminars that convey and more, with a view to protectin
whey produced during cheese production to local 60 employees (including two Japanese employees anniversary of the company’s founding, and an times, and p o It id o) . . 4 P! 9
L ! € € ® F i ) freshness. manufacturers. It provides safe an : the importance of food. children’s health, enriching their
dairy farmers suffering from water shortages to be assigned to it) and sells its premium brands to mass event called Meg Cheese Day was held in June to health with the utmost fres secure products to consumers through : , g
inki i i i i . emotional development, and utilizin:
used as drinking water for their cows. merchandisers and wholesalers in South Australia. expand brand awareness. the operation of CVS joint distribution : p L 9
q . the beauty and blessings of nature for
centers. : when they play.
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Business Overview

. Net sales composition [consolidated] Operating profit composition [consolidated]
Customer Service
—
Dairy products (dairy products segment) Dairy products (dairy products segment)
We offer customer service year-round, 365 days a year.

We have expanded various types of information, such-as that on products and 2 5 2 0 billion yen ‘ 43.1% 9 - 7 billion yen ‘ 74.5% g g
frequently asked questions, and promptly respond to inquiries from customers. =~ I g g
Beverages and desserts Beverages and desserts @ :::
(beverage and dessert segment) (beverage and dessert segment) g
a =
24 1 1 billionyen | 41.3% FY2022 1 -6 bilionyen | 12.5% E,GJ L§
Strengths Major initiatives | cooooroomoeememeeeeeeeeeeees . A ey W T £ =
=~

[Net sales]

584-3 billion yen

Nutrition (dairy products segment)

1 9- 7 billionyen| 3.4%

M We create our own value through introduction of a system to
detect serious process-caused problems brought to light by
customer complaints, even just one, and whether there are
multiple similar complaints for the same product, as well as a
system to prevent product problems from growing more serious
or larger in scale

W We strengthen utilization of customer feedback as a management
resource by sharing information on it within the company

M We strengthen risk management by sending out warnings
regarding anticipated major events, food defense, and special
cases requested by customers, as well as conducting emergency
response drills in the event of disasters and other emergencies |

M We learn how to explain the distinguishing features of our diverse | "77TTTTooooToooomm o mn e
products to customers in an easy-to-understand way

B We examine the introduction of methods to have contact with
customers using communication tools other than phones, such as
chat functions

[Operating profit]

1 3 -0 billion yen

Feedstuffs and seed products
(feedstuffs and seed segment)

Feedstuffs and seed products
(feedstuffs and seed segment)

Other (other segments)

37-6 billionyen | 6.4%

(Notes) 1. Amounts less than 100 million yen are rounded down.
2.The nutrition business segment is included in the dairy products segment.

Other (other segments)

1 .4 billion yen ‘ 11.3%

Creation of unique value

JuapIsaid 3y} wou) abessa|y {

M We hold a monthly consumer satisfaction improvement meeting
and reflect that for product improvements that make use of
customer opinions

=
Number of Inquiries Received by Customers Relations Center g s
For more details, click here. =
4 (Inquiries) 60,000 53,722 51,016 Dairv Products Business Beverages and Desserts A 2
We have responded to customer feedback. 2’1374 382 46,988 y Business g 2
https://www.meg-snow.com/customer/center/voice/ 40,000... 6,773 @ g'
(Japanese only) . Milk and milk beverages, yogurt 3 32
20,000 35,787 36,001 Butter, margarine, cheese, fruit juice and vegeta%le’j)l:icge scl>ft 328
5,885 3,439 : : . ) ==
0 5,259 4,421 concBiE SR NDIERE drinks, desserts, etc. 3 n

2020 2021 2022 (FY) S

We are actively expanding in Japan because of
our high market share, many competitive
products, and the growth potential of the
market. We also manufacture and sell cheese in
Indonesia and Australia.

Group company initiatives
(marketing and sales)

With a vast product line, we deliver nutrition and
enrichment to the dietary lifestyles of our
customers. We are promoting efforts to extend
healthy life expectancy and improve QOL by
continually launching high-value-added
products such as foods with function claims.

I Satisfaction: Praise, thanks, encouragement

M Interest, curiosity: Home delivery request, retailer information, sample or
material requests

M Inquiries: Questions regarding product raw materials, manufacturing method,
storage methods, usage methods, etc.

I Dissatisfaction, suggestions: Requests concerning dissatisfaction with products
or services

M Complaints: Complaints requiring product buyback, visit, inspection, etc.

Details of Complaints Received

ymmoun poddng 0y
Aj1jigeurelsng pue uoizepuno4

Dissatisfaction with Others 1.6 % >—
MEGMILK SNOW BRAND Snow Brand Parlor Co., Ltd. logistics operator, seller 13.2 % 62
Business Solution Co., Ltd. As a venerable sweets store in 515 Related to flavor Q
; . Hokkaido, the company offers the : ' FY2022 or texture 20.7 % 5
Th tributes to societ) Container deformation, LN q
by providimg hioh added valus o delicious taste and memories of dairy logible lbeling 19705 [ total number cemtedto 810 Powdered milk, Feedstuffs, seeds (grass, feed crops, ks
customers as a solutions and services  Products to customers in its homg 771 of complaints contamination functional foods, etc. vegetables), landscaping, etc. %
company with highly specialized Rrsfecturelofickieidolasivellasln Related to content volume 3,91 2 by foreign materials o
iy Japan and abroad. )
. or number 33% 41.5% A . . . . <
i’
130 1624 We are developing powdered milk that In our business closely related to dairy farming, we )
’ i . . . . =1
commercializes the results of research on the provide agrlcultural materlals apd technical support B
value of milk and our functional food products that contribute to milk production and the G
i . . P development of environmentally-friendly
business that is expanding based on our own agriculture, centered on Snow Brand Seed Co., Ltd. \
mail-order business. Overseas sales of functional The feedstuffs business provides blended feed and -
. . . . H ]
ingredients are also growing rapidly. other feed products suitable for the needs of each E
specific region. In the seed products business, we T
are working to improve varieties of grass and 3
feedstuff seeds suited to pastures and climates and 3
. . . . . o
Snow Brand Taiwan Co.,, Ltd. to disseminate cultivation techniques. e
Since 1964, the company has been %«,
delivering powdered milk to babies in g
Taiwan. In recent years, it has -
strengthened sales of products .' . R’
related to MBP®, such as Mainichi « ® °
Hone Care MBP® Blueberry Flavor (for — “ .‘
Taiwan) and functional powdered milk C Al °
for adults.
SRR
‘ 4 H| ) ) - v A |l | & !
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Dairy
Products
Business -

Strengths and Unique Attributes

Japan

= A history of being the first to bring many products to market in Japan

= Technological and quality standards developed to cater to the Japanese palate

= A broad lineup of products that highlight the appeal of fresh milk from Hokkaido

A brand with the leading
market share in Japan

Outside Japan
= Utilization of our expertise in processed cheese for our operations in Southeast Asia, spearheaded by Megmilk Snow
Brand Indonesia (MSBI), our production base in Indonesia

Group Medium-Term Management Plan 2025

mCreating demand and expanding sales through maximal utilization of domestically produced
fresh milk

= Acceleration of global strategies in the cheese business

Basic

Strategies

Given the tough cost environment that is expected, including revisions in the price of milk designated for processing starting
in April 2023, we will strive to expand sales volume by implementing suitable price revisions, stimulating demand through
targeted promotions, and introducing new products, all with the goal of propelling growth in the dairy products market.

1) Butter Trends in Butter Net Sales
We will provide a stable supply of butter to the market by maximizing
usage of the new butter building at our Isobunnai Plant, which became
operational in April 2021, as well as our existing production capacity.
We will further expand demand by offering menu items that accentuate
the delicious taste of our butter.

2) Cheese
Starting in 2023, we will focus on increasing the production of Sakeru

Cheese. We will commit to expanding our top line by maximizing the 2017 2018 2019 2020 2021 2022,

value of domestic fresh milk through innovative product development
and demand creation.

3) Overseas

In 2022, we established Megmilk Snow Brand Singapore (MSBS) as a core
strategic hub. This will allow us to accelerate the horizontal expansion of
our cheese business in Indonesia, expand the export of domestically
produced dairy products, and explore new business opportunities,
including mergers and acquisitions.

Taiki Plant, which produces Sakeru Cheese and other products

29  Megmilk Snow Brand Report 2023

Net Sales and Operating Profit (pairy products segment]

[ Net sales (left scale) Operating profit (right scale)
(Billion yen) (Billion yen)
300 20

2019 2020 2021 2022 2023 (FY)

(forecast)

(Notes) 1. Includes Nutrition Business.
2. Net sales figures for fiscal 2020 and before are before the application of
the Accounting Standard for Revenue Recognition.
Figures for fiscal 2021 and after are after the application of the Accounting
Standard for Revenue Recognition.

Net Sales Com position [Dairy Products Segment]

Butter

10.8%

Margarine

3.3%

Cheese

N 22.8%

Other dairy
products

11.3%

Subsidiaries, etc.

51.8%
= Y2022

Share of Japa nese Market (Fiscal 2022, Based on nationwide monetary amount for household use) Source: Intage SRI+

Fiscal 2022 Overview

We were unable to fully absorb the significant rise in
operational costs, such as the costs of imported
cheese and other raw materials, as well as energy
costs, leading to decreased profits. In April, we
implemented price adjustments mainly focused on
processed cheese. In September, we undertook
further measures, including price adjustments for
margarine and some capacity changes for specific
types of processed cheese. Our net sales have seen an
uptick, thanks to the good performance of products
like Sakeru Cheese, and a recovery in demand from
the dining and hotel sectors. As a result, our
business-to-business segment also surpassed last
year's figures, contributing to an increase in revenue.
In Indonesia, the cheese business also increased its
revenue through various promotional activities and
expansion of sales channels.

Halal Certification* Obtained for Skim Milk Powder and Butter

We have secured Halal certification for skim milk powder and butter produced at our 16

Margarine

51.9%

No. 1

Factors Contributing to Changes in Operating
Profit in the Dairy Products Segment

M Increase Decrease [ Total

FY2021 125
Changes in sales unit price 23

Changes in sales volume 1.3

Changes in
product composition

Raw materials costs (4.5)

Operating costs ! (1.3)

Advertising and ©.1)
promotional costs .

Fixed costs (1.3)

FY2022 —9-7
o 2 4 6 8 10 12

(Note) Amounts less than 100 million yen are rounded down.

14 16 (Billion yen)

Global Muslim Population
(In hundreds of millions) 22
19

Horonobe Plant. This certification assures Muslims that they can use these products 13

with confidence.

We will explore new markets for domestic dairy products through the growing Halal

market and focus on strengthening sales in Asia.

*We had an audit from NPO Japan Halal Association, based on their JHAS standards, and received the Halal certification.
The audit involved some processes that individually checked the production processes, raw materials used, packaging,

1990 2000 2010 2020 2030 (year)

(forecast) (forecast)
Source: Processed from the Halal Trade and
Marketing Centre, UAE

and internal management methods, and confirmed that they satisfied the Halal requirements.

1
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Beverages
and Desserts
Business

Strengths and Unique Attributes

m A diverse product lineup to address increasing health consciousness, including Food for Specified Health Uses
(FOSHU) and foods with function claims
= Product development capabilities that bring out the value of milk, using our in-house sourced raw dairy products

Group Medium-Term Management Plan 2025

e m Strengthening business foundations and venturing into new categories

Strategies

Price revisions for dairy occurred in November 2022 and April 2023. Alongside this, costs for other raw materials and energy
have also surged significantly. Despite these challenges, we aim to build a resilient business foundation through appropriate
pricing adjustments and initiatives to stimulate demand. In addition, we are setting a target of achieving a record-high
operating profit of 6.0 billion yen for the beverage and dessert segment in fiscal year 2025.

1) Enhancing and upscaling milk and milk-based
beverages

Through promotions and the introduction of new

products featuring our proprietary ingredient, MBP®,

we aim to improve profitability by increasing the

proportion of high-value-added products. Our flagship

product, Delicious Megmilk Snow Brand Milk, will see

For more details, click here.

Products featuring MBP®

https://www.meg-snow.com/mbp/recommendation/
(Japanese only)

Significant reduction in abdominal visceral fat area

communications. placebo yogurt that did not contain the Gasseri
2) Expanding yogurt sales centered on functional Bacteria SP Strain
products
—— Yogurt with Gasseri Bacteria SP Strain —— Placebo yogurt

We will bolster the sales of high-value-added yogurts,
such as Megumi Gasseri SP Strain Yogurt and
Nyu-san-kin Helve Yogurt, by focusing on promoting
their functional benefits, which are grounded in
research and development.

(zWd) e3Je 3Ry [RIDISIA
[euiwopge ui abuey>

3) Entering the plant-based food market

We plan to leverage our value chain in research results

and product development technology cultivated

through milk to venture into the beverage and yogurt

categories Of the plant-based fOOd market and form lS:‘our.ce: YoshlhlkoTa!(ano et alj, Pharm"acology and Therapeutlfslz41, 895-903 (201%) -
indings from experiments using the "Gasseri Bacteria SP Strain" (One representative

new markets. paper cited in the research review is presented as a case study.)

Consumption period

(Note) The change in abdominal visceral fat area after 12 weeks of continuous intake
Significant difference noted when compared to placebo yogurt, with P < 0.05

Megmilk Snow Brand Report 2023

Net Sales Com position [Beverages and Dessert Segment]

Net Sales and Operating Profit [Beverage and Dessert Segment]

. . s Milk and
[0 Net sales (left scale) Operating profit (right scale) Subsidiaries, etc. milk-based
(Billion yen) (Billion yen) 2 7 L] 2 % beverages
300 15
,,,,,,,,,, 283.9 2744 29.7%

256.0
239.7 2411 Other beverages

"""""""""" 1.5% _

FY2022

Other beverages

12.1%

Desserts and
fresh cream

2019 2020 2021 2022 2023 (FY) 9.7%

(forecast)

(Note) Net sales figures for fiscal 2020 and before are before the application of
the Accounting Standard for Revenue Recognition.
Figures for fiscal 2021 and after are after the application of the Accounting
Standard for Revenue Recognition.

Share of Japanese Market (Fiscal 2022, Based on nationwide monetary amount for household use) Source: Intage SRI+

» &
o\

J

Milk

(Milk & Composition Milk Beverages
Modified Milk)

4.8% 14.0% 115% 16.3%
No. 1

Dessert

Fiscal 2022 Overview

Raw materials costs, including dairy milk price
adjustments, as well as operational expenses for
energy and logistics, have significantly increased.

Causes of Net Changes in Beverage and Dessert
Segment Operating Profits

Although we faced a decline in profits for the full W increase M Decrease MTotal
fiscal year, we saw increased profits in the second ST 0
half due to successful price revisions made in ) i
Changes in sales unit price 3.9
November and February. In terms of net sales, we )
X R Changes in sales volume (0.1)
experienced a decrease due to factors like a e
A e 0.1
backlash from the strong growth of our Megumi product composition
. q A . R terial 1 4.7
Gasseri SP Strain Yogurt, which had received aw materials costs bl
significant attention on TV the previous year. Operating costs e
. . . Advertising and 0.8
However, aggressive promotions of our MBP Drink promotional costs ’
led to substantial growth over the previous year. Fixed costs o
Moreover, the launch of new dessert products and FY2022 16
0 1 2 3 4 5 6 7 8 (Billion yen)

a resurgence in demand for our commercial-use
products contributed to an overall increase in
segment-wide net sales.

(Note) Amounts less than 100 million yen are rounded down.

Revised description to “Alleviates discomfort in the eyes and nose due to factors such as pollen and house dust”

One of Megmilk Snow Brand’s unique lactic acid bacteria strains, [old]
“Nyu-san-kin Helve” (L.helveticus SBT2171), was verified through human

studies to ease discomfort in the eyes and nose. In a recent human trial*

conducted in 2022, it was established that Nyu-san-kin Helve indeed

alleviates discomfort in the eyes and nose caused by factors such as pollen

and house dust. Building on these research findings, we have updated our -
product to include specific references to pollen and house dust in its
labeling as a food with function claims. Due in part to these demonstrated
benefits, related product sales for the fourth quarter of fiscal 2022 saw
significant growth.

Nyu-San-kin Helve (Lactobacillus helveticus SBT2171) Yogurt (100g)

[Food with Function Claims] Notification Number: H512 Notice: This
product contains Lhelveticus SBT2171 (Nyu-san-kin Helve). Nyu-san-kin
Helve has been documented as reducing discomfort in the eyes and
nose arising from factors such as house dust. Key functional ingredient:
Lhelveticus SBT2171 (Nyu-san-kin Helve) This product is not designed for
the diagnosis, treatment, or prevention of diseases. It is also distinct from
Food for Specified Health Uses. Maintain a balanced diet of staple foods,

Miyoshi et al., Jpn Pharmacol Ther 2022; 50(8) 1413-36 main courses, and side dishes,

1
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L wn >
b 5T
— Q O
=5
. oge @™
Qo Net Sales Net Sales and Operating Profit (consolidated] Net Sales Composition (Feedstuffs and Seed Products Segment] S5
L | e eedstuffs | NetdalesandOperating Proftcomoime . Net3ales COMPOSIION Festrutsand S ot Segmnt 3 3
a =
B u S i n e S S a n d Net sales (left scale) Operating profit (right scale) Seeds and other Q L%
o
- )
(Billion yen) Powdered milk (Billion yen) (Billion yen) 17.4% s =
LB X Functional foods and other S d d 534 55.5 — Feedstuff
Tw e g, w7 2 45 Lo 54 64 eed Products 0 s 82.6;
: A 0% 437 433 0%
S D FY2022 . " FY2022 —
1.0 . 1
» . e E BEE @ » 0 DBliIslIness B =2 2Y0EerrrRrE =
,,,,,,,,,, Business :
5 0.6 0.5 11
n
""""" 02 |02 a
0 0 Lg
w 2019 2020 2021 2022 2023 (FY) “' 2019 2020 2021 2022 2023 (FY) >
(forecast) (forecast) g
(Note) Net sales figures for fiscal 2020 and before are before the application (Note) Nfet‘hsalzs ﬁgurte_s fo;tﬁsc:l 2(??0 ?R“d befor; o be{pre the application .y
of the Accounting Standard for Revenue Recognition. LTSS el =T SIS STl =
Figures for fiscal 3021 and after are after the agplication of Figures for fiscal 2021 and afte_r_are after the application of the Accounting %
the Accounting Standard for Revenue Recognition. Standard for Revenue Recognition. ]
w
. . g
Strengths and Unique Attributes e
Strengths and Unique Attributes -

Ettps;//www'beanStalkS"OW'co'Jp/labO/ suit the actual conditions of agricultural sites
apanese only)

L J u Proficiency in disseminating soil preparation and cultivation techniques that meet the producers’needs while
maximizing product characteristics

) o o Ry = Comprehensive proposal-based sales capabilities for dairy cattle For more details, click here. =
= Unique market positioning for Mainichi Hone Care MBP®, For more details, click here. feeding management, pasture management, silage preparation, and & -
which is the only Food for Specified Health Uses in Japan approved e Home Care MBP ?%E_I! supply of agricultural materials E&D ., o 9 =&
; ; ; e ) . = Abundant lineup of pasture and feed crops and the production and ttps:/www.snowseed.cojp/researc = ©
for the claim of enhancmg bone den5|ty https://www.meg-snow.com/hone-care/ O] P p q P . P . (Japanese only) v
—_— . . : procurement capabilities for seeds through breed improvement suited 3 0
= Developmental capabilities for products like powdered milk, (Japanese only) to local soil and climat diti f bastureland g s
underpinned by ongoing breast milk research since 1951 Breast milk h S UL M oL : : 23
p y ongoing UERLSLLILSUGEEILE u Robust capabilities for developing functional products such as plant activator materials and green manure crops that =
o <
(a=]
oM

[=

T

Group Medium-Term Management Plan 2025
Group Medium-Term Management Plan 2025

g

c

>

~ Q.

S 5

N - . 2o

()[4 = Realization of diversified business models f T 3

i : . - . ; i iR mBuilding a strong business foundation through focused selection B3

NG = Ensuring top-line growth and profitability amid changing market conditions Strategies g 9 9 a2

Qc

c 2

1) Establishing ch Is for busi del diversificati 1) Seed Business Domestic Feedstuff Self-Sufficiency 5 s

V\i el m_g cdanne s ord- usmes;-mo el diversi cattl)on. hich h — di Soaring global grain prices have had a serious impact on dairy farming, Rates 3:’

CIe are c.omrgltte ;co expanding our |rec.t-r']co-cc.>nsumlfar u5||r;ess,(\j/v ich has grown wab ;Inewspapers, and internet particularly because of the increased costs of blended feed dependent ~ +re+resteesrersrssrenstiastiaannaes F

advertising, by exploring opportunities with major online malls and engaging in cross-border e-commerce. on imported materials. This situation has brought attention to the need (:;

2) Strengthening R&D efforts to extend healthy life expectancy and speeding up product launches for incre-a\sed self—sufﬁcie.n.cy of feedstuffs. We are focusing on s 2677725 s T s T
We will work hard to develop appealing products that can contribute to the extension of a healthy life expectancy. This developing and popularizing seeds for pasture and feed crops to 20 N B B B B
will include various functional ingredients from both within and outside the company. We will focus on the bone, joint, facilitate more resilient dairy farming that is not reliant on imports. R T e

and musclg sectors and develop high-value-added products using ingredients such as the Gasseri SP Strain and 2) Feedstuff Business UL DU NN U BN
Gyu-san-kin Helve.

We will develop new products, such as
blended feed for dairy cattle, and promote
feeding management techniques tailored
to the dairy farming environment, thus
contributing to the resolution of social
issues and the growth of the dairy industry, ~ Alfalfa“Ceres2”

2017 2018 2019 2020 2021 (Fv)

(Estimated figures)

3) Expanding the overseas nutrition business
We will concentrate on growing our B-to-B functional dairy ingredient business. We also plan to initiate structural
reforms in our highly competitive overseas infant formula business.

Source: Ministry of Agriculture, Forestry, and Fisheries
“Food Supply and Demand Table”

Fiscal 2022 Overview
Fiscal 2022 Overview

( *313 ‘uonrew.oyu] Auedwod T 35UeRUIAA0D) d3ei0diod) {

Functional food products saw a significant rise in net sales Breakdown of Net Sales

due to the consolidation of Belle Neige Direct Co,, Ltd., which Trrterrrerecsesecseseceserie s Although the feedstuff business experienced some volume Breakdown of Net Sales

manages Megmilk Snow Brand Direct. Excluding this impact, I decline due to reduced livestock feed amounts—attributable =~ cocoreerere e A

growth was approximately 10%. Although the declining —T— py s 13220 to fresh milk production restrictions and increased blended —— ')

birthrate has made it challenging to grow sales for products Powdered milk and other 10.9 108 (1.2%) feed sale prices—as well as heightened competition, it Feedstuff 5 man e

such as powdered milk and others, we managed to limit the Nutrition Business Total 17.7 19.7 +11.6% ultimately achieved increased net sales due to a surge in raw Seeds and other 89 03 +46%

decline by introducing products aimed at seniors. (Note) Amounts less than 100 million yen are rounded down. feedstuff costs. The seed business also saw an uptick in net Feedstuffs and Seed Products Segment Total 4638 53.4 +14.1%
sales, largely driven by robust sales of grass seeds. (Note) Amounts less than 100 million yen are rounded down.
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Performance Highlights

Financial Information [Consolidated]

Net Sales
5 84.3 billion yen

For fiscal 2022, we adjusted the prices
for numerous products to counteract
rising costs. Successful measures

for stimulating demand also led to
increased net sales. The Accounting
Standard for Revenue Recognition has
been applied since fiscal 2021.

(Billion yen)

620
584.3
580

558.4

540

500

460

J
2018 2019 2020 2021 2022 (FY)

EBITDA*

3 O .2 billion yen

In fiscal 2022, operating profit
decreased, which consequently led to a
reduction in EBITDA.

(Billion yen)

40
35.0

30.2
30

20

2018 2019 2020 2021 2022 (FY)

* Earnings before interest, taxes, depreciation and amortization
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Operating Profit
1 3 .O billion yen

In fiscal 2021 and continuing into fiscal
2022, profit fell as a result of higher
raw materials costs and an increase in
operating costs, such as energy, and
other developments.

(Billion yen)

20
18.0

13.0

2018 2019 2020 2021 2022 (FY)

Capital Expenditures
1 9.5 billion yen

Investment rose in fiscal 2022 due
in part to the construction of the
Megmilk Snow Brand Innovation
Center within our Milk Science
Research Institute.

(Billion yen)

30

25

20 18.7 195

)
2018 2019 2020 2021 2022 (FY)

Return on Equity (ROE)
4.4,

ROE has declined due to net income

decreasing in fiscal 2021 and 2022,
which resulted from a decrease in
operating profit and other factors.
Meanwhile, equity has continued to
increase.

(%)
12

0

2018

2019

2020

2021

2022

Price-to-Book Ratio (PBR)

(FY)

0.6

Since fiscal 2019, the PBR has

consistently fallen below 1. We are
committed to enhancing capital
efficiency and ROE to exhibit the
growth potential of our business,

thereby improving the PBR.

(Ratio)

1.2

0.8

0.6

0.4

0.2

2018

2019

2020

2021

2022

(FY)

Non-Financial Information [Megmilk Snow Brand Co., Ltd., Non-Consolidated]

Percentage of Male Employees
Taking Childcare
95.6 %

Leave
We offer seminars and various programs
to support the balancing of work with
childbirth and childcare. In October,
we introduced a new 28-day paid leave
policy, Postpartum Partner Leave, aimed
at encouraging male employees—
including those in non-regular
positions—to take childcare leave.

(%)
100 95.6

80

60

J

2020 2021 2022 (FY)

Paid Leave Acquisition Rate
(All Employees)
80.1+%

For fiscal 2022, a company-wide target
for the paid leave acquisition rate was
set to 80% or more. We have enhanced
the work environment to make it
easier for employees to take paid leave
through encouragement by those in
management and the introduction of
anniversary leave and bridge leave,

resulting in an improved utilization rate.

(%)
90

80

70

60

2018 2019 2020 2021 2022 (FY)

Non-Financial Information [Megmilk Snow Brand Group]

CO2 emissions (Scope 1and 2)
2 5 5 thousand tons-CO2

We converted the boiler system at
Megmilk Snow Brand's Taiki Plant from
heavy oil to LNG. Moreover, due to
energy-saving measures implemented
across various business sites, CO2
emissions for fiscal 2022 were reduced
by 17,000 t-CO2 compared to fiscal 2021.

(Thousand tons-C02)

350

333
300
272
255
250
200
167
150
) b))
o ( «
2013 2021 2022 2030 (FY)
(reference) (goal)
<Scope>

Megmilk Snow Brand, Ibaraku Co., Ltd., Kohnan Oils and
Fats Mfg. Co., Ltd., Chokuhan Haisou Co., Ltd., Michinoku
Milk Co., Ltd., Yatsugatake Milk Industry Co. Ltd., Snow
Brand Seed Co., Ltd., Bean Stalk Snow Co., Ltd.

Waste Product Emissions
2 0 .0 thousand tons

Due to a warehouse fire at a
subcontracting company of Megmilk
Snow Brand, there was a temporary
increase in waste disposal volumes
(+2.4 thousand tons), leading to worse
results than fiscal 2021.

(Thousand tons)

25

20.0
20 19.1
17.4

15
10

5

b} b))
o « «
2013 2021 2022 2030 (FY)
(reference) (goal)

<Scope>

Megmilk Snow Brand, Ibaraku Co., Ltd., Kohnan Oils and
Fats Mfg. Co., Ltd., Michinoku Milk Co., Ltd., Yatsugatake

Dairy Co., Ltd., Snow Brand Seeds Co., Ltd., Bean Stalk Snow

Co., Ltd.

Rate of Women in Management

Positions

As of April 2023

(As of Apri ) 7.2 %
We have implemented career
development programs for female
leaders both inside and outside the
company, formulated training plans,

and conducted e-learning to promote
understanding of unconscious bias.

(%) (FY2025 goal)
10
7.2
6.1
5
J
2018 2019 2020 2021 2022 (FY)

Waste Recycling Rate
(Industrial waste and
98.8«

valuable resources)
The food waste recycling rate improved
in fiscal 2022, allowing us to achieve
the waste recycling rate target.

(%)
100
98.8
/ (goal)
98
% 95.2
94
92
0
2021 2022 (FY)
<Scope>

Megmilk Snow Brand, Ibaraku Co., Ltd., Kohnan Oils and
Fats Mfg. Co., Ltd., Michinoku Milk Co., Ltd., Yatsugatake
Dairy Co,, Ltd., Snow Brand Seeds Co., Ltd., Bean Stalk Snow
Co., Ltd.
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Material Issues and KPIs (FY2022 Results)

Human Rights

business activities

small-scale palm farmers in Indonesia through on-site

visits and dialogue after a preliminary questionnaire was

. Material Core Activity  |Fiscal Year Page to
Field lssues Themes Achieved KPIs Result Scope Refer Related SDGs
= Certify 75% or more of the food facilities in and 96% have earned certification (as of April 2023)
= outside Japan that manufacture Megmilk Snow
= " FY2022 | grang products under an international food safety P50
- Providing Safe A
o scheme recognized by GFSI
2 Products and
° <) Services Train certified sensory evaluation technicians with | 122%
,_?‘.. FY2022 | the ability to evaluate flavor P50 E
= 110% or more (compared to fiscal 2017 levels)
n <
8 %’ Carry out research and development, product - Gave four presentations on extending healthy life
% 2 development, service provision, and information expectancy at conferences, published six papers in
= g transmission to contribute to extending healthy academic journals, and published two news releases
o T o Every year | life expectancy through milk on our website P51
% 8 Contributing - Enhanced related websites and conducted
% o to Extending campaigns and ads to promote measures to increase E
= 2 Healthy Life interest in bone health and public awareness of MBP
%
T Expectancy Conduct food education activities on the key 64,150 participants (142.6% of target)
{,‘i Y2026 theme of contributing to health thrqu_gh food, E B
= aiming for an average of 45,000 participants per
year from fiscal 2019 to 2026
) Provide administrative and technical support - Provided operational support for various training
g for sustainable dairy farm management through programs held by the Japan Young Dairy Farmers
g =4 operational support for the Japan Young Dairy Research Association and for the Japan Dairy
-} o g‘ Farmers Research Association and the activities Farmer's Research Association and Dairy Farming
o L & Activities to Every year | of the Research & Development Center for Dairy Conference. P.52
o < 3 Strengthen the Farming - Held the Research & Development Center for Dairy
< o = Dairy Farming Farming Symposium in a hybrid in-person and online
& E . format on the theme of “Now Is the Time to Produce
o 3w Production . ,, -
3 E Platform Feedstuff Domestically.” 260 people participated
é' Qg Increase the area of land planted with Snow Brand | 3.7% (101,455 ha planted in FY2022)
A Seed Co,, Ltd’s feedstuff seeds by 3% compared
H ,
T FY2030 to fiscal 2019 levels in order to promote self- ﬂ P52
L sustaining feedstuff dairy farming
Preventing 50% reduction in CO2 emissions (compared to 23.5%
7 FY2030 2
Global Warming FY2013) E P41
Use 100% environment-friendly raw materials in 97.7%
FY2022 | paper used n -
Procure 100% certified palm oil 14.5%
Fy2026 *Applies to refined palm oil -
Reduce the amount of petroleum-derived plastic | 5.3% E
used (per unit of sales) by 25% (compared to
3 Sustainably Using | FY2030 |FY2018) ) , ) P42
o R *Reduction includes replacing petroleum-derived plastics
E esources with recycled plastics and mass-balanced bioplastics
g - Prioritize using paper and biomass plastic - Introduced strawless milk cartons for school meals
m containers and switched fruit juice drink straws to biomass
3 - Encourage the use of personal cups and bottles straws ) na==
5 Every year | in office to reduce the number of plastic bottles | - Multiple Megmilk Snow Brand departments worked P42 ol
g used to reduce the number of plastic bottles used in the
3 workplace and promoted personal cups and bottles E
f:,b to reduce plastic waste
-
o Reduce waste product emissions by 30% o E
§ FY2030 (compared to FY2013) 19.6% P36
g FY2030 | Maintain waste recycling rate at 98% or higher 98.8% P36 E
n
- Every year | Food waste product recycling rate of 95% or higher | 94.8% -
Formation of a Pursue product development that considers the Extended the best-before dates of one dairy food E
Recycling-based environment. Extend expiration dates for existing | product for household use and 9 milk beverage and B
ySoci%}t Every year products and new products, actively promote dessert products for household use
Y labeling of expiration date by year and month
Reduce the amount of water used at 7.6%
FY2030 manufacturing sites by 9% (compared to FY2013) P43
E Confirm water risks at manufacturing sites and Confirmed water risks and assessed risks to business P68
VEry Year | assess risks to business continuity continuity .
> Dive’ﬂ?:fnar;‘:sgfﬁ:pmg FY2025 | Percentage of female managers of 10% or higher | 7.2% (as of April 1,2023) P36
o
§ 5 Achieving Work- Be recognized under the Certified Health Recognized as a 2023 Certified Health & Productivity
'é"- g.. life Balance and Every year & Productivity Management Outstanding Management Outstanding Organization P47
EC) Improving Labor Organizations Recognition Program
5 g Productivity
QE o Conduct due diligence and awareness-raising +Conducted a Human Rights Impact Assessment through (,fj'
c o activities on human rights based on the “Megmilk | in-person interviews with foreign workers at factory and
= H Respect for Snow Brand Group Human Rights Policy” to dairy farming production sites and a group company
-S—' b P Every year | identify, prevent, and reduce human rights risks in | - Conducted a Human Rights Impact Assessment with P48
o
8o
>
o
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<Scope> A Megmilk Snow Brand 8 Snow Brand Seed Co,, Ltd. ¢ Megmilk Snow Brand / Ibaraku Co., Ltd. / Kohnan Oils and Fats Mfg. Co.,
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Partnering
with Local
Communities

Every year

Work with the Community to Help Resolve Social
Issues

expanding consumption of agricultural products from Ibaraki
Prefecture and Megmilk Snow Brand dairy products, and
participating in Ibaraki Prefecture’s “Low Sodium Promotion
Project”

- Worked with local retail stores to introduce sodium-conscious

menus and display leaflets and educational videos in store as a

company supporting the Smart Miyagi Healthy Citizen Council

- Worked with local communities in Ibaraki Prefecture, including

P.53

Ltd. / Michinoku Milk Co,, Ltd. / Yatsugatake Milk Industry Co,, Ltd. / Bean Stalk Snow Co,, Ltd. / Snow Brand Australia
Pty. Ltd / PT. Megmilk Snow Brand Indonesia / Luna Bussan / Miruku no Sato Co.,, Ltd. D Megmilk Snow Brand / Bean Stalk Snow Co,, Ltd. E Megmilk Snow Brand / Ibaraku Co., Ltd. / Kohnan Oils and Fats Mfg. Co,, Ltd. / Chokuhan Haisou Co., Ltd. / Michinoku

Co,, Ltd. / Yatsugatake Milk Industry Co., Ltd. / Snow Brand Seed Co,, Ltd. / Bean Stalk Snow Co., Ltd. F Megmilk Snow Brand / Ibaraku Co,, Ltd. / Yatsugatake Milk Industry Co,, Ltd. / Bean Stalk Snow Co,, Ltd. G Megmilk Snow Brand / Ibaraku Co., Ltd. /
Kohnan Oils and Fats Mfg. Co,, Ltd. / Michinoku Milk Co., Ltd. / Yatsugatake Milk Industry Co., Ltd. / Snow Brand Seed Co,, Ltd. / Bean Stalk Snow Co., Ltd. H Megmilk Snow Brand / Ibaraku Co., Ltd./ Kohnan Oils and Fats Mfg. Co., Ltd. / Michinoku Milk Co., Ltd.

/Yatsugatake Milk Industry Co,, Ltd. / Bean Stalk Snow Co,, Ltd. | Megmilk Snow Brand / Kohnan Oils and Fats Mfg. Co., Ltd. / Snow Brand Seed Co,, Ltd. / Bean Stalk Snow Co,, Ltd.
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Sustainability Promotion

Sustainability Promotion Structure

The Group Sustainability Committee, chaired by the President of Megmilk
Snow Brand, has been established to promote the sustainability of the
entire Group at the management level. The Sustainability Promotion
Department and Group Sustainability Committee confirm the progress

of KPIs for material issues, conduct discussions on achieving them, and
report to the Board of Directors (twice in FY2022). The Sustainability
Promotion Subcommittee has been established under the Group
Sustainability Committee to examine specific measures to resolve material
issues based on reports from the workgroups on decarbonization, plastic
reduction, and human rights (four times in FY2022).

In addition, we promote understanding of sustainability among
employees and other specific initiatives, including the sustainability
Group activities which are led by sustainability leaders assigned to each
department and Group company of Megmilk Snow Brand.

Sustainability Group Activities

The Megmilk Snow Brand has carried out sustainability Group activities
since fiscal 2003 as a means of cultivating executives’'and employees’
understanding of sustainability and fostering a compliance mindset after
the occurrence of two incidents (see p. 66). The sustainability leaders
appointed in each division play the central role in these activities. Fiscal
2023 marked the 21st year of these activities, which are held 10 times in
each division. All employees participate, regardless of employment type.
Making use of this report, employees engage in a lively exchange
of views about efforts to achieve the SDGs and solve social issues. The

Responses,

Corporate Ethics Committee | .~ | Board of Directors

Inquiries T
Report

y Committee (Chairperson:

T Report

TRepon

Decarbonization Workgroup

Chairperson: Director in Charge
of Production and
Production Technology

Chairperson: Director in Charge
of Research &
Development

Sustainability Promotion Department

Promotion l

ident, meets twice per year)

Plastic Reduction Workgroup l§ Human Rights Workgroup
Chairperson: Director in

Charge of
Sustainability

1 Support

Sustainability Group Activities
Megmilk Snow Brand: 65 groups

Sustainability Group activities in action

sharing of ideas and experiences with each other helps to strengthen communication among employees.
Group companies are also engaged in sustainability Group activities, focusing on compliance and tailored to each company’s

awareness of the issues it faces.

The Megmilk Snow Brand SDGs Action Awards

The Megmilk Snow Brand Group has been holding the Megmilk Snow
Brand Group SDGs Action Awards since fiscal 2020.

This award system recognizes activities to achieve the KPIs for material
issues and encourages all Group employees to promote and expand SDG
activities as an issue that personally matters to them.

In fiscal 2022, the third year of awards, 17 Group companies and all
divisions of Megmilk Snow Brand participated, and a total of 132 entries
were received. Our President, Managing Sustainability Director, and the
Sustainability Promotion Department selected outstanding activities
that would serve as a model for the Group, and held an award ceremony
in June 2023.The Grand Prize went to a joint initiative by Megmilk Snow
Brand's Production Department, the Noda Plant, the National Chain
Store Sales Department, and the Dairy Department’s East Japan Milk
Procurement Office to “reduce late-night work at the Plant by changing
production systems.” Their partnership with external parties and efforts
to solve a social issue while achieving economic efficiency were highly
evaluated.

2020 2021
Awards held _ | —
1st year 2nd year
o o
= All Megmilk Snow 100% 100%
= & | Brand departments
o =
o] G """"""""""""""""""""
g | 17 Group 59% 89%
S | companies
Understanding
Concrete
Characteristics of thesDGsand | o icto
ded activiti connecting “leave no one
awarded activities them to ve n
) behind
operations

Sustainability Group Activities
Group companies: 17

2022
3rd year

Solving a social
issue while
achieving
economic
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Addressing Climate Change

As a part of sustainability management that aims to align social and economic values, Megmilk Snow Brand set the target of
reducing CO2 emissions by 50% compared to fiscal 2013 as a Key Performance Indicator (KPI) for fiscal 2030, and has been
promoting Group-wide decarbonization efforts. In May 2023, we declared our commitment to working toward carbon neutrality
and reducing greenhouse gas emissions to net zero by 2050.

Going forward, we will implement further initiatives to realize a decarbonized society.

Megmilk Snow Brand’s 2050 Carbon Neutrality Declaration
Megmilk Snow Brand will solve issues related to climate change and dairy farming production to realize “food sustainability,”
and aim to achieve carbon neutrality by 2050.

Initiatives for the Task Force on Climate-Related Financial Disclosures (TCFD)

Climate change is one of the most pressing issues global society faces today. It needs to be addressed as a material issue and
prerequisite for Megmilk Snow Brand’s business to achieve “food sustainability.” In September, Megmilk Snow Brand disclosed
non-financial information based on the TCFD framework.

This year's report focuses on the activities undertaken in fiscal 2022.

Governance (see p. 38, Sustainability Promotion Structure)

To promote the sustainability of the entire Group at the
management level, we have established the Group
Sustainability Committee, chaired by the President of Megmilk
Snow Brand, to discuss concrete measures.

Strategy

We took the following actions in fiscal 2022 based on the climate change risks disclosed that year. We also defined new KPIs to
serve as opportunities for action.

Climate Change Risks and Megmilk Snow Brand'’s Actions

Level of Impact
in 2050

Impact on Megmilk

Risk Items Megmilk Snow Brand’s Actions in FY2022
Snow Brand
1.5°C 4°C
B Converted the boiler system to run on liquid natural gas (LNG) and introduced methane
fermentation equipment to reduce CO2 emissions (Taiki Plant).
M Decided to install photovoltaic systems to expand the use of renewable energy (Ebina Plant, Ami
Plant, Kyoto Plant).
Increase in manufacturing M Discussed introducing renewable energy (Kawagoe Plant).
and transportation costs M Established quantitative targets for each fiscal year to serve as a roadmap and clarified the CO2
Carbon price | and cost of sales due to Large emissions target for FY2025, the interim point, with the aim of reducing CO2 emissions to 50% of

the introduction of a carbon
tax
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the FY2013 level by FY2030.

M Established a structure to encourage environment-related capital expenditures by initiating
financing through sustainability-linked loans and green bonds.

M Began third-party verification of CO2 emissions beginning with our CO2 emissions in FY2021 in
order to increase the credibility of our CO2 emission figures.

B Began discussing the introduction of internal carbon pricing.

Changes in
consumer
awareness

Increasing
average
temperature

Increase in
frequency
and severity
of extreme
weather
events

Impact of natural disasters
on manufacturing and
logistics facilities

Consumer interest in the
use of natural materials,
recycling of packaging
materials, CO2 emissions,
etc.

Increase/decrease in net
sales due to the purchase
of products from
companies that
proactively address
climate change

Increase in raw material
procurement costs due to
heat control measures

Insufficient water
resources due to the
increasing average
temperature

Risk Management

Medium

Small

Small

Large

Small

B Changed straws included with products for household use to those containing biomass plastic.

M Began providing straws containing biomass plastic with milk for school meals and introduced
strawless cartons (April 2023).

B Formulated a roadmap for switching to paper yogurt containers and introducing containers
containing biomass plastic, and began discussing concrete steps.

M Held a dialogue on ethical consumption with consumer group representatives and experts on
consumer issues at the Megmilk Snow Brand Consumer Subcommittee meeting.

M Set a new KP!I for the expansion of alternative foods, such as plant-based foods, and
function-added products.

M nstalled backwash water recovery equipment (Ebina Plant).

M Revised KPI for increasing the area of land planted with grass and feedstuff seeds (Snow Brand
Seed Co, Ltd)).

B Set a new KP!I for increasing the area planted with green manure seeds (Snow Brand Seed Co,,
Ltd.).

M Held the Research & Development Center for Dairy Farming Symposium to provide business
management and technical support for sustainable dairy farming management.

B [ aunched a demonstration experiment for a measure to reduce greenhouse gas emissions from
cow intestines (reduce methane gas in burps).

B Reassessed water risks at manufacturing sites. No sites were found to be at high risk in the
Aqueduct assessment. Conducted independent assessments for water, wastewater, and flood
risks. Upgraded wastewater treatment facilities to address wastewater risks (Chino Plant,
VYatsugatake Milk Co, Ltd.). To address flood risks, installed a simple dike system to prevent
damage to power receiving, transforming, and distribution equipment in case of river flooding
(Betsukai Plant).

B Conducted periodic drills to check the operation of emergency generators installed at all seven
plants in Hokkaido in preparation for emergencies.

Climate change risks are reported and discussed by the Sustainability Promotion Subcommittee and shared with the entire
Group via the Group Sustainability Committee.

Metrics and Targets

We have set KPIs for the identified risks in order to manage their progress.

Progress of Main KPIs Related to Climate Change

Carbon price

Changes in
consumer
awareness

Increasing
average
temperature

Increase in
frequency
and severity
of extreme
weather events

50% reduction in CO2 emissions by FY2030 (compared to FY2013)

25% reduction in the amount of petroleum-derived plastic used (per unit of sales)
by FY2030 (compared to FY2018)

18.4% reduction 23.5% reduction

2.5% reduction 5.3% reduction

Switch paper used to 100% environment-friendly raw materials 87.1% 97.7%

100% procurement of certified palm oil by FY2026 20.4% 14.5%"

9% reduction in the amount of water used at manufacturing sites by FY2030

(compared to FY2013)

3% expansion in area of land planted with grass and feedstuff seeds by FY2030

(compared to FY2019)

Confirm water risks and conduct an assessment of business continuity risks

(every year)

*1 Expansion of target scope
*2 Add “grass” starting in fiscal 2023

8.2% reduction 7.6% reduction”

0.2% increase 3.7% increase

Revised independent
assessment;
implemented
drainage and flood
control measures

Conducted risk
assessment
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Reducing CO2 Emissions

Boiler System Fuel Conversion Initiative

Fuel conversion (heavy oil to LNG) of the boiler system at Megmilk
Snow Brand’s Taiki Plant was completed in December. This will
reduce our annual CO2 emissions by approximately 7,800 metric
tons of CO2 per year. Since fuel conversion of boiler systems is
highly effective in reducing CO2 emissions, we will implement it
successively from 2023 onward at the Nakashibetsu Plant (2023-
2024) and Kyoto Plant (2025-2026). The impact of converting boiler
systems at all three plants to run on LNG will be a reduction of
approximately 15,000 metric tons of CO2 emissions per year.

Photovoltaic System Installation Initiative

Installation of a photovoltaic system (generating 323 MWh/year)

at Megmilk Snow Brand’s Ebina Plant was completed in June 2023.
This will reduce our annual CO2 emissions by approximately 123
metric tons of CO2 per year. Operations are scheduled to start at the
Ami Plant and Kyoto Plant in 2024, which is expected to bring the
total reduction to 954 metric tons of CO2 emissions per year at the
three plants.

Plant Generating Elee:;::tz)é Reduction in CO2 Start of
capacity (kW g (t-CO2/year) operations
(MWh/year)

)
Ebina Plant 205 323 123 Jul. 2023

Ami Plant 1,005 1,380 603 Jun. 2024
Kyoto Plant 380 626 228 Jun. 2024
Total 1,590 2,329 954

Clarification of CO2 Emissions Targets

To ensure that we achieve our CO2 emissions target for fiscal 2030
(a 50% reduction compared to fiscal 2013), we have set quantitative
targets for each fiscal year to serve as a roadmap, and clarified the
COz2 emissions amount for fiscal 2025, our interim target. We are
meticulously managing our progress based on these figures.

(Thousand metric tons-COz)

| oo Fr2022 | Fv2023 | Fva024 | Frva02s
- 218 209 190

Target 199
Result 228 214 203 196 190
(Estimated)  (Estimated) (Estimated)
Scope 1 117 113 - - -
Scope 2 111 101 - - -

Megmilk Snow Brand Report 2023

Boiler system (Taiki Plant)

Photovoltaic system (Ebina Plant)

203

(Thousand metric tons-CO2)

196

190

FY2021 FY2022

FY2023

FY2024

FY2025

Plastic Reduction Initiatives

We have set a KPI target for fiscal 2030 of a 25% reduction in the amount of petroleum-derived plastic used (per unit of sales)
compared to fiscal 2018, and are promoting efforts to reduce plastics. In order to accelerate these efforts, we established the
Plastic Reduction Workgroup in fiscal 2021. This workgroup discusses concrete measures, such as switching to paper yogurt

containers and introducing containers made of biomass plastic.

Initiatives in Containers and Packaging

M To reduce petroleum-based plastic in straws, we introduced
strawless milk cartons for school meals and began providing
straws containing biomass plastic in April 2023. This
initiative is expected to reduce the amount of petroleum-
based plastic by up to 54 million bottles (approximately 18
metric tons) per year. Another initiative we took to reduce
petroleum-based plastic in straws was switching straws
provided with fruit juice drinks to straws containing biomass
plastic in March 2022.

M As part of our initiative to reduce the amount of plastic used
overall, we are working to reduce the thickness and weight
of plastic caps used in our containers and packaging, among
other measures. Including our straw initiative, we estimate a
reduction of 43 metric tons per year in the future.

Establishment of Plastic Waste Reduction Targets

”

Megmilk Snow Brand is classified as a “large volume generator
because we generate over 250 metric tons per year of
industrial waste from products that use plastic and the like. For
this reason, we have set new targets for reducing and recycling
plastic industrial waste as Group environmental goals for fiscal
2023. We will publicly announce our progress on these targets
going forward.

Strawless carton

Product E rggt
material

Beverages

Dessert sauces for
commercial use
Mainichi Hone Care
MBPs Pet bottle-type
Small containers with
caps

Dole® Apple 100%
280 ml

Milk for school meals

(@2 FO=D =R

12727277 TERRLTLES) |

Straws containing biomass plastic

Straw

Bottle
Cap
Cap

Cap

Straw

Reduction in

petroleum-derived
plastic (estimated)

8 metric tons/year

9 metric tons/year
1 metric ton/year
6 metric tons/year

1 metric ton/year

18 metric tons/year

Total:
43 metric tons/year

Introduced

Mar. 2022

Jun. 2022
Mar. 2023
Mar. 2023

Mar. 2023
Apr. 2023

FY2030

<Newly Added Items>

Group Environmental Goals

- By FY2030, reduce the amount of plastic waste (industrial
waste) generated by 15% (compared to FY2018)

- Achieve a plastic waste recycling rate of at least 98% by

N
Promoting Decarbonization
Launch of the Decarbonization Workgroup and Its Role
In November 2021, we launched the Decarbonization Workgroup consisting of executives and employees
from the Production Technology Department, Corporate Planning Division, and Sustainability Promotion
Department. This workgroup meets monthly to share information and discuss concrete measures relating to
topics, such as capital investments to reduce CO2 emissions and the procurement of renewable energy.
Last fiscal year, the workgroup reported and proposed the introduction of photovoltaic systems at
Di'eECtEOC' ihig?g‘:egring three plants (Ebina, Ami, and Kyoto) and the adoption of the 2050 Carbon Neutrality Declaration to the
Xecutive
Decarbonization Workgroup  Sustainability Promotion Subcommittee, taking our decarbonization efforts one step further. Going forward,
Chai
apperson we will continue to accelerate initiatives to halve carbon emissions by 2030 (reduce CO2 emissions by 50%
Takehiko Inoue
compared to fiscal 2013), which is one of the Megmilk Snow Brand'’s KPIs.
J
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Human Capital Investment for Achieving the Group
Medium-Term Management Plan 2025

Biodiversity Conservation Initiatives

In the Megmilk Snow Brand Group Environmental Policy revised in 2021, we added that we will conserve biodiversity and Human Capital & Diversity

contribute to the creation of a future society by using resources in a sustainable way in business activities. Living organisms on S
Earth depend on each other, forming Tecosystems such as forests and rivers that are unique to each place and land, and our lives The Megmilk Snow Brand Group believes that people are its greatest assets. .
are supported by these ecosystems. Since our plants use a large amount of water resources, we have set a KPI for fiscal 2030 of In the midst of major changes in the environment and uncertainties about the future, we believe that the growth and 3T
reducing the amount of water used at manufacturing sites by 9% compared to fiscal 2013. We expanded the scope of this KPI to contributions of our core human resources, who are the source of our added value, are essential to realize our Corporate :Ep ot
the entire Megmilk Snow Brand Group from fiscal 2022, and are working to promote water conservation efforts. In addition, since Philosophy and Purpose, and to achieve sustainable growth. P, rg

. . . . o

fiscal 2022, we have stepped up our forest conservation efforts, which also contribute to protecting water resources. We are promoting personnel policies and building an environment that enables diverse talent who practice the Megmilk 08
Snow Brand Values to fully demonstrate their individuality and abilities. We will enhance each employee’s “motivation” (ease of é 3
=~

work + job fulfillment) and cultivate talent who will create added value through the milk value chain.

Water Conservation Initiative - N

Group Medium-Term
Management Plan 2025

| Megmilk Snow Brand Values Human Resource Development Policy

Self-motivated
Start the action.
For your future.

As part of our efforts to conserve water, we installed backwash
water recovery equipment at Megmilk Snow Brand'’s Ebina Plant,
following Fukuoka Plant and Noda Plant. The Ebina Plant uses

well water in plant operations and has installed filters to remove
impurities in the water, but these filters must be backwashed
periodically to remove stuck-on impurities. By installing equipment
to effectively utilize this backwash water, we expect to reduce water
consumption at the plant by approximately 26,000 m? per year.

What we need in these times - Cultivate talent to support the sustainable

of dramatic change

Challenge it

o thegcha"en . Terem fema @ e e « Encourage the self-actualization of each
ioy 9e. for why we cannot to a culture of exploring

For your future goal.

how we can

+ Speed

For our common future.

growth of the Megmilk Snow Brand Group

employee through the development of their
individual capabilities
- Promote diversity and inclusion

SOS

T JuapIsald 9y} wouy abessa T

Four Measures of the Medium-term Human Resources Strategy

Backash water recovery equiprment (Ebina Plant)
1. Improve labor productivity by promoting workstyle reforms

Promote workstyle reforms in any organization can work with energy at any time and
Megmilk Snow Brand has been working to improve anywhere!

productivity and enhance work-life balance since fiscal 2016. In the future, we will further expand the range of
Overtime hours (monthly average per general employee) workstyles employees can choose from as “new workstyles,"in

decreased to less than three-fourths, from 23.8 hours in fiscal order to realize diverse ways of working that will improve

Initiatives to Restore Water Sources Through Forest Conservation

dnoJup pueig mous yjiwbapy
ay1 Aq uoneas) anjep

B Megmilk Snow Brand’s Ebina Plant has been participating in
the Kanagawa Prefectural Government'’s “Reforestation Partner”

Annual paid leave acquisition rate
(Target: 80% or more in FY2023)

nature observation, and other activities to raise awareness of % 738 732 80.1

system since fiscal 2022, and has launched a reforestation 2015 to 17.6 hours in fiscal 2022. Meanwhile, the rate of both corporate value and employee satisfaction. )
w

initiative in support of the Kanagawa Reforestation 50 i i <
pp 9 ; . employees taking annu:l Pald leave (average for aIlI) ' T ——r————— 5

Year Plan. In a forest that the plant has named “Megumi employees) reached 80% in fiscal 2022, up from 65% in fiscal Total hours worked Hours 19727 10466 19385 S
no Mori,”employees participated in forest maintenance, 2015. Overtime hours worked Hours 175 174 176 g
s

=

environmental protection and volunteerism, and worked to Provide new workstyles

(Notes) 1. Total hours worked is the number of hours per general employee per year

restore this source of water.

The telecommuting program we rolled out company-wide in

2. Overtime hours worked is the number of hours per general employee per month

-
)
=
=
o
[
=3
5]
=1
Q
3
o
(%]
=
w
-+
o
3
o
o
=

<

= 197} fiscal 2018 has evolved into Megmilk Snow Brand Remote in excess of the number of scheduled working hours
) ) ) Megumi no Mori (Kiyokawa-mura, Aiko-gun, Kanagawa) Work Management (YMR), the theme of which is ”Any person 3. I:;zn;yu:lll 2?::,:23!::?:;‘35;23 Laotij;é?;;):;ir::%elon;f:er;nual leave days
B Megmilk Snow Brand has long engaged in forest conservation o
efforts through tree-planting and other forest conservation g
activities, as well as through the use of carbon offsetting 5
programs. In fiscal 2022, the Noda Plant began working on a ) én
forest conservation project (Forest Thinning Promotion Project Devising and Implementing Workstyles that Match Our Lifestyles 3
for Nippon Paper Lumber Co., Ltd’s Sudagai Company-owned Grand Prize Winner of the Third Megmilk Snow Brand SDGs Action Awards %
Forest in Gunma) located in the headwater region of the Tone N _
River. We will continue to gradually expand our support for forest = - [ E _!' B©=> Fermentation Team, Manufacturing Sec., Fukuoka Plant —
conservation. ﬂ = e @i o T @: Out of a total of 13 people in our team, two are over the age of 65, five are women, and g
y ' e | A five are parents with childcare responsibilities. This has presented some challenges at our %
Sudagai Company-owned Forest (Minakami-machi, Tone-gun, Gunma) * A '-‘-’"CJ‘] i - h J workplace, since everyone wants to do their best at work, but the need to pick up and drop é
. . . . off children at specific times limits some workers in their ability to work staggered hours. 5
(From left) Takayoshi Kubota, Chika Yoshikawa, Kanako Yoshie, . i L o
- and Naho Nakamura The aging of the workforce, the promotion of women's participation in the workplace, 3
started aPPrOX'mate ange and childcare and nursing care issues are all relevant issues that need to be addressed )
Hokkaido: “"Hokkaido-owned Forest Offset Credit Scheme” Megmilk Snow Brand Museum 2015 +4ha at our workplace. Therefore, we reexamined the way we have been working until now and strove to “create a diverse and motivating workplace. _%
Nakashibetsu Town, Hokkaido: “Nakashibetsu Town Town-owned Forest J-Credit Scheme” Nakashibetsu Plant 2017 2ha One of the changes we made was to pump equipment-cleaning detergent directly from a tanker instead of carrying it in 20 kg containers. This m
Kanagawa Prefecture:“Reforestation Partner”Naming Rights Forest“Megumi no Mori”  Ebina Plant 2022 3ha +3ha has reduced the workload associated with heavy lifting and replenishment work and improved safety. We also changed our method for sterilizing °
@D )-Credits related to the “Forest Thinning Promotion Project for Nippon Paper Lumber '\ o 2022 8ha +8ha water used in production (from a sterilizer to UV equipment), which enabled us to shorten our early work hours and delay the start of work to a
Co., Ltd!s Sudagai Company-owned Forest in Gunma” . . . . . ) L
E—— EEe time that is more friendly to parents (from 6:30 to 8:00 a.m.), thereby creating a more comfortable work environment. Rather than saying, “This is a
factory; it can't be helped,” or “It’s inevitable,”and giving up, we are working daily to “create a work environment where “anyone at any life stage can
play an active role, by having all members speak up, cooperate, and work proactively toward “improvements that leave no one behind.”
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2. Create added value by promoting diversity (Diversity & Inclusion)

Promote diversity and inclusion (D&I)

The Megmilk Snow Brand Group seeks diverse human
resources who practice the three qualities of “self-motivated,
challenge, and teamwork” set forth in the Megmilk Snow
Brand Values. We aim to be a corporate group that generates
synergy and added value by enabling talent from various
backgrounds—including age (young, mid-level, and senior),
gender (male or female), nationality, work experience

(new graduates, experienced, and returning to work),

and disability—to recognize and respect each other’s
individuality and demonstrate their abilities.

Efforts to promote women's participation

Since Megmilk Snow Brand'’s “Declaration on promoting
women’s active participation in the workplace”in December
2015, we have positioned “women’s participation” at the
core of our diversity initiative and promoted it as a corporate
strategy. The rate of women in management positions rose
from 2.5% in fiscal 2015 to 7.2% at the beginning for fiscal
2023, and we will continue to work toward our target of 10%
or more by the end of fiscal 2025.

Specific measures will be focused on creating an
environment that supports a healthy work-life balance (by
providing programs, etc.); rolling out internal and external
career development programs to foster female leaders
and promote career advancement; formulating training

Megmilk Snow Brand (non-consolidated)

plans; holding internal forums and e-learning programs
to promote understanding of unconscious bias, including
bias around LGBTQ+; and supporting activities aimed at
providing women with more detailed opportunities and
training.

Support for balancing work with childcare and
nursing care

We hold seminars and develop and offer various programs
to support the balancing of work with birth, childcare, and
nursing care responsibilities.

In October, following the revision of Japan’s Child Care
and Family Care Leave Act, we established a new 28-day
paid leave system called “Postpartum Partner Leave” to
encourage male employees (including both regular workers
and non-regular workers) to take childcare leave.

D&l Project

As we continue to reform workstyles, enhance various
programs, and improve work environments, our next stage
will be launching the “D&I Project” in fiscal 2023. This project
will be headed by the Managing Sustainability Director and
consist of representatives from each section, and will further
accelerate the creation of an effective framework in which
diverse human resources can play an active role.

Rate of women in management positions (Target: 10.0% or more in FY2025) %

Total
Rate of employees taking childcare leave Men T %
(Target: 85.0% in FY2025) O

Women

Allworkers
Gender wage gap Regular workers %

Non-regular workers

(Notes) 1. The rate of women in management positions is the figure for April 1, 2024.

FY2020 FY2021 FY2022

5.0 6.1 7.2

64.4 92.2 100.9
s 837 96
R 1250 1238

- — 60.5
SR 7T

- - 75.0

Strengthening expertise

The Megmilk Snow Brand Group will further strengthen

the expertise of each section supporting the value chain,
including dairy farming, R&D, production, quality assurance,
marketing, logistics, and IT, and develop talent capable

of adapting to the globalization and digitalization of our
business.

Support for career self-reliance

Megmilk Snow Brand will promote career self-reliance

by providing a system for career counseling and self-
assessment, which can also be used by middle-aged and
older employees in their second career. We will also consider
introducing a second job system from the standpoint of
encouraging career self-reliance, diverse workstyles, and the
development and exercise of one’s abilities.

Receipt of the Good Career Company Award 2022 Grand Prize

Megmilk Snow Brand received the Grand Prize (presented by the Minister of Health,
Labour and Welfare) of the Good Career Company Award 2022, which recognizes
companies that are making exemplary efforts to support employees’ self-reliance in
career development. We were praised for our comprehensive and ongoing
commitment to career support, including the introduction of an evaluation system
for non-regular employees and the establishment of a system for converting them to

permanent, full-time employees.

Fostering next-generation leaders (management-
level candidates)

From fiscal 2023, we will introduce a training program that
links selection-based leadership development training to
executive training, with a focus on developing candidates
for management-level positions into leaders. This will

help to foster leaders for the next generation of Group
management.

Megmilk Snow Brand (non-consolidated) Fv2020 [ Fv2021 [ Fv2022
19 20

Training costs 1,000 yen 15
Participants in voluntary training People 0 351 347

Participants in career training and

i e People 201 518 363

(Notes) 1. Figures are actual results for reqular employees
2. Training costs are the annual cost per person

(From left) Executive Vice President Motoi,
Personnel Dept. General Manager Sakata

Spreading the Megmilk Snow Brand Values / Megmilk Snow Brand Awards 2022

Megmilk Snow Brand holds the Megmilk Snow Brand Awards, a system to recognize

outstanding initiatives that demonstrate our values, with the aim of spreading the

Megmilk Snow Brand Values.

In 2022, the second year of the awards, 47 entries were received from departments
across Japan. The President’s Award was presented to the Ami Plant for its concerted
efforts to reduce food waste based on the question, “How can we deliver the fresh raw
milk that dairy farmers worked so hard to produce to customers without wasting any of
it?” In addition, a wide variety of other initiatives were awarded, including the

|

(From left) Yoshifumi Asano, Kento Sugita, Homare Sato

1

2. The rate of employees taking childcare leave may exceed 100%, as it includes employees whose children were born during the previous fiscal year or earlier who did not take
childcare leave at that time, but instead took leave during the current fiscal year.

3. The gender wage gap states women's wages as a percentage of men’s wages. Regular workers include full-time workers who have transitioned from fixed-term to indefinite-term
contracts, in addition to permanent, full-time employees. The wage gap between men and women is attributed to a number of factors, including differences in the ratio of men and
women in each pay grade and differences in the number of male and female full-time workers who have transitioned to indefinite-term labor contracts. The wage system does not

development of exclusive sweets for major convenience stores, activities to support
children in special-needs classes, and the donation of products to food banks.

treat workers differently based on gender.

3. Acquire, assign, and develop talent to realize management strategies

Hiring experienced talent

In addition to hiring new graduates, part of our
management strategy is to hire mid-career talent who can
use their experience at other companies in various fields,
including production, sales, R&D, and IT, to support the milk
value chain. In addition, we convert motivated and capable
contract employees to permanent employees so that they
can contribute in a wider range of fields.

Skill development

In the employee awareness survey conducted by Megmilk
Snow Brand in 2022 (once every three years), some
employees said that they felt they lacked experience

and skills, or that they did not feel confident to take on
leadership roles.

45  Megmilk Snow Brand Report 2023

We will promote the strengthening of skills, mindset,
and thinking appropriate to the requirements of each
role and job level. We will also promote the development
of skills such as leadership and logical thinking on an
open-application basis, which applies to Group company
employees as well.

Providing participation opportunities

Through internal recruitment, a career challenge system,
participation in large-scale projects, and dispatches to
Group companies, we will provide opportunities for
motivated and enthusiastic employees—regardless of
gender, age, or experience—to develop their skills and play
an active role.

Promotion to Permanent Employment and Further Implementation
of Megmilk Snow Brand Values

Manufacturing Sec., Ami Plant

I was hired at the Ami Plant as a contract employee in 2017 and was promoted to a permanent position in
2022. 1 am mainly responsible for the sliced cheese emulsification process. One thing that has changed
since becoming a permanent employee is that contract workers basically follow the instructions of
permanent employees, but now | am on the other side, giving them instructions. | feel that lamin a

" position with more responsibility than before, as | need to provide instructions with safety and quality in
Yoshifumi Asano g, | want to challenge myself to make various improvements based on how things should be, rather
than taking the current situation for granted.

Wl ] ¥

Through my participation in the winning project at the Megmilk Snow Brand Awards 2022, | learned about
controlling the properties of 6P Cheese and gained knowledge and techniques related to emulsification.
Now that | am a permanent employee, | am more conscious of the responsibility | have for the work | am
assigned to and ensure that it is performed properly. In the future, | would like to challenge myself in

; ~ various areas, such as quality control and equipment maintenance, so that | can gain more skills and

il ° become a project leader myself.

Homare Sato
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4. Improve employee work engagement

Megmilk Snow Brand Health Declaration

In April 2021, we declared that, as a company that delivers

enjoyment and health through food and creates the

future of food, we will promote and support the following
initiatives so that our employees will respect their own
physical and mental health and take actions to maintain and
improve their health.

- We will promote efforts to improve health by providing
self-care knowledge and implementing health counseling
and guidance with the aim of preventing lifestyle-related
diseases.

- We will conduct stress checks on all employees and
promote efforts to support mental health-related care and
preventive care.

- We will promote efforts such as the proper management
of work hours through enhanced time management to
ensure employees’ health, and encourage employees to
take paid leave.

To maintain and improve the health of our employees,

we are implementing the Health Challenge, a company-

wide initiative that challenges employees to improve

their lifestyles. By reducing the number of people at risk

of lifestyle-related diseases and increasing employee

productivity, we aim to enrich the lives of our employees

and achieve sustainable growth for the company based

Health Management Promotion Structure

Executive Director
Responsible for Personnel &

Promotion of Health Management

IRnyy  Health Management S
Labor-Management Department

Health Council (Personnel Dept.)

Megmilk Snow Brand
Health Insurance Association

\LhAison

BB 0ccupational health staff
« Occupational physicians, dentists
« Public health nurses,

Promote, report

Health and Liaison

Safety Committee Each business site

dental hygienists

Use of Skill Maps

on the health of each and every employee. In March, we
were recognized as a 2023 Certified Health & Productivity
Management Outstanding Organization by the Nippon
Kenko Kaigi.

Engagement survey and its reflection in policies
Since 2016, employee “motivation” has improved in the
results of the employee awareness survey. We believe
that increasing employee engagement and practicing the
Megmilk Snow Brand Values will allow each employee

to feel motivated by their work and grow as individuals,
leading to the sustainable growth of the Megmilk Snow
Brand Group. Starting in fiscal 2023, we will begin
conducting an engagement survey to properly understand
the actual situation and take measures to further increase
engagement.

Revision of our personnel system

We will revise our personnel system to reward employees for
their roles, demonstrated abilities, behavior, and expertise
according to changes in the labor market and workers'’
awareness. This will lead to enhanced job motivation (ease
of work + job fulfillment) and growth for diverse human
resources who practice the Megmilk Snow Brand Values,
from young employees to veteran employees.

Annual health checkup visit rate % 100.0 100.0 100.0
Stress check completion rate % 91.9 91.8 90.2
Obesity rate % — 44.8 44.6
Smoking rate % - 24.6 238
Special health guidance rate % 22.5 214 20.0
Absenteeism Days — - 1.2

Presenteeism % = = 91.6

(Notes) 1. The obesity rate applies to workers age 40 and older
2. Absenteeism (sick or absent from work) indicates the average number of days of
sick leave used
3. Presenteeism (working with some form of illness or while feeling unwell, reducing
productivity) was measured by adding questions to the stress check questionnaire
that measure the degree of labor impairment due to health issues, thereby
measuring the employee’s overall assessment of the organization’s labor function

Megmilk Snow Brand'’s plants create skill maps for each workplace that evaluate employees’ skills based on work

procedures and manuals.

These skill maps visualize employees’ ability to perform their jobs and are used to develop workplace talent, improve
the skill level of the entire workplace, and transfer resources between workplaces.
Employees are able to monitor their own skill levels and challenge themselves to acquire new skills, leading to

spontaneous growth and sparking motivation.

Megmilk Snow Brand Report 2023

Human Rights

Dialogue with Small-Scale Palm Farmers

Palm oil, which is an ingredient in margarine and other products, is an oil obtained from the fruit of the oil palm. In recent years,
however, human rights abuses (forced labor and child labor) have become a concern at oil palm plantations.

In October, we conducted a preliminary questionnaire targeting 25 independent small-scale farmers in South Sumatra,
Indonesia, who are believed to be delivering products to palm oil mills in Megmilk Snow Brand’s supply chain.

The preliminary questionnaire also confirmed that the farmers were strictly observing laws and regulations governing slash-
and-burn practices and that they were not developing peatlands. With regard to health and safety, the farmers were found to be
using protective equipment for pesticides and other chemicals properly, but some concerns remained, such as ambiguity in their
answers regarding hazardous work.

In March, the Purchasing Department and Sustainability Promotion Department visited the region to hold a dialogue with
these farmers. The dialogue was conducted with the support of the Caux Round Table Japan (CRT) and the Union of Oil Palm
Smallholders (SPKS) in Indonesia and focused on concerns identified in the preliminary questionnaire. Through the dialogue,
our employees were able to directly confirm the working environment and economic conditions of the farmers. We also visited
a plantation (to observe the harvest), an elementary school, a clinic, and a mill to deepen our understanding of their living
environment and the oil palm industry.

Dialogue overview
Seventy-three people (48 men and 25 women), including farmers who had not responded to the preliminary questionnaire,
attended the dialogue. Mill management was also present.

Comments from farmers (excerpts)

« | have no complaints since becoming an oil palm farmer (it is more efficient than wheat or rubber). The most physically demanding part
is loading the harvested fruit onto the trucks.

« | work about six hours per day (from 7 a.m. to 1 p.m.). | have one day off per week. | take a break whenever | want.

«The mill determines the purchase price. We are not in a position to choose which mill we sell to. | think the current prices are too low.
— (Mill's response) We are constantly checking market prices, but current prices are low due to government restrictions on exports.

- Fertilizer prices are rising. Many of my trees are over 30 years old, and | need seedlings to replace them.

- After the oil is pressed, | take the oil palm fruit (shells) from the mill free of charge and reuse it as organic fertilizer with pruned branches

and leaves.

Based on the results of this dialogue, no actual conditions corresponding
to abuses of human rights, such as forced labor or child labor, were
identified.

We did catch glimpses of situations where farmers were placed at a
disadvantage in terms of the purchase price. Since this was the first time
that we were able to provide an opportunity for direct dialogue between
mills and farmers without a middleman, we hope that this occasion
will facilitate future dialogue between the two parties, improving the o
economic conditions of the farmers. Oil palm fruit

Foreign workers at Group companies

In March, we conducted a human rights assessment on foreign employees holding a
“technical intern training” visa employed at Chokuhan Haisou Co., Ltd!s Kuki Center.
CRT, a third party, conducted in-person interviews with each of the 11 foreign
employees, the center director, deputy director, and operations manager. The
assessment was as follows, as confirmed by the Dhaka Principles for Migration with
Dignity.

The interview

- No negative impacts were observed on the human rights of foreign employees, such as forced long working hours, non-payment of wages, or
working under hazardous conditions.

« Chokuhan Haisou regards foreign employees as a key asset and shows a willingness to work with supervising organizations to create a
comfortable working and living environment for foreign employees. Japanese employees support foreign employees in the workplace, and
foreign employees commented that the Japanese employees were kind to them.
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Dialogue with Overseas Experts on Business and Human Rights

In December, Megmilk Snow Brand hosted a CRT-organized dialogue with overseas experts working in the fields of business and
human rights, with the aim of gaining their opinions on our initiatives related to respect for human rights. Megmilk Snow Brand’s
Director (Managing Executive Officer) in charge of Human Rights participated in the dialogue.

HExperts (online participants)

Mr. Livio Sarandrea
(United Nations Development
Programme [UNDP])

Ms. Sofia del Valle
(World Benchmarking Alliance)

Ms. Sarah Bradbury
(World Benchmarking Alliance)

The dialogue

EMain opinions from the overseas experts

- We applaud Megmilk Snow Brand for taking its first steps in human rights due diligence in line with the UN Guiding Principles on Business and
Human Rights (UNGPs).

«We commend the company for disclosing its strong commitment, for making requests to suppliers, and for the involvement of senior
management in the Group Sustainability Committee, which integrates the environment (including climate change) with human rights issues.

- Itis excellent that the company has engaged in direct dialogues with foreign workers on-site; conducting such human rights impact
assessments is best practice. It is important to continue these practices.

- The company needs to ensure that the process of direct dialogue with rights holders, information disclosure, and feedback (including
addressing grievances) is ongoing.

UNDP B+HR Academy / Individual Guidance Session

In March, Megmilk Snow Brand participated in an individual guidance session with experts from the UNDP B+HR Academy.
Megmilk Snow Brand’s Director (Managing Executive Officer) in charge of Human Rights participated in the session and
introduced the company’s human rights due diligence efforts. This was followed by advice from the experts.

HExperts (online participants)

== e

(A

Ms. Akiko Sato, Lawyer
(UNDP B+HR Liaison Officer)

Mr. Hideaki Umetsu, Lawyer
(Partner, Mori Hamada & Matsumoto)

Ms. Vanessa Zimmerman
(CEQ, Pillar Two)

EMain opinions from the experts

Ms. Vanessa Zimmerman

+ | could see that Megmilk Snow Brand is committed to promoting initiatives to raise awareness of issues related to respect for human rights.

+ Direct dialogue with small-scale oil palm farmers is an excellent initiative, but it does not guarantee that all issues will be brought to light.
Therefore, it is important to consider developing a grievance mechanism that will enable workers to file grievances with a sense of security within

the company or with supply chain stakeholders.

Mr. Hideaki Umetsu, Lawyer

» Megmilk Snow Brand is concerned about the essence, not just the disclosure, of its initiatives related to respect for human rights, and these efforts
are effective. The company has a high awareness of issues and is progressive among Japanese companies.

- Since there are only a few companies in Japan that disclose their mill list, | appreciate that the company is proactive in this area.
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Provision of Sustainable Food

Entry into the Plant-Based Food Business and Launch of a Joint Venture

In the Group Medium-Term Management Plan 2025, the Megmilk Snow Brand Group
identified entering the “plant-based food sector” as a new business area. Megmilk Snow
Brand and Agrocorp International Pte Ltd have agreed to establish the joint venture
company Agro Snow Pte Ltd in Singapore to leverage the strengths of both companies. The
main business of this JV will be the manufacture and sales of raw materials for plant-based
food processing.

Agro Snow will set up a manufacturing subsidiary in Malaysia to address rising demand
for plant-based foods.

Joint Venture Agreement signing ceremony

GFSI Certification at Domestic and Overseas Facilities that Manufacture Megmilk Snow Brand Products

To guarantee the quality of the products we manufacture, Megmilk Snow Brand operates its own assurance system, the Megmilk
Snow Brand Quality Assurance System (MSQS), which incorporates the approaches of ISO9001 and HACCP. We use MSQS to
maintain quality through thorough quality controls and hygiene management. At the same time, we are working to achieve an
even higher level of control and improve our external credibility by being certified by international food safety schemes.

Currently, 25 out of 26 facilities, including Group companies, are certified under the Global Food Safety Initiative (GFSI) scheme.
This scheme focuses exclusively on food safety and covers product quality as well as food defense and prevention of food fraud.

By obtaining external certification, we will be able to further improve MSQS operations and provide consumers with safe and
reliable products.

Megmilk Snow Brand Sensory Evaluator System

Megmilk Snow Brand conducts regular training and testing of employees who inspect the
flavor and other attributes of our products. Employees who successfully meet the standards
are certified as Sensory Evaluators. The test covers a wide range of items, including the
identification of the five tastes, abnormal odors, and abnormal flavors. In addition, Sensory
Evaluators who have passed a special and particularly difficult test are certified as Sensory
Evaluation Technicians. In fiscal 2022, we certified 1,573 Sensory Evaluators and 41 Sensory ?"""\
Evaluation Technicians. i

Sensory Evaluators inspect the flavor and other attributes of our products during
production and shipment to ensure that consumers receive safe and reliable products.

We are working to introduce a Sensory Evaluator System in fiscal 2023 that will make it possible to conduct inspections of
flavor and other attributes under uniform standards at contract manufacturers of Megmilk Snow Brand products.

Sensory evaluation

Avoid Spicy and Stimulating Foods Before Inspections

Quality Control Sec., Ebina Plant

Employees involved in the plant’s manufacturing and quality control sections undergo regular training and
testing as they need to acquire advanced sensory inspection skills. Employees who maintain outstanding
test results throughout the year are certified as Sensory Evaluators, but this certification is not permanent
and will be revoked if the employee fails the test the following fiscal year. In order to conduct daily sensory
inspections with a heightened level of sensitivity, we consciously avoid eating spicy or stimulating foods
during meals prior to work. In addition, since the perception of flavor may change depending on one’s
physical condition, it is also important for us to take care of our health from day to day. All employees are
constantly working to improve their sensory evaluation skill level further, with the determination to not allow
even a single abnormal product to leave the plant.

Mayumi Ueno
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Contributions to Health Through Food

Establishment of a Joint Research Course with Hirosaki University

In April, the Milk Science Research Institute established a joint research
course (Milk Nutrition Research Course) with Hirosaki University. This course
will utilize big data at Hirosaki University to research new value that milk

can provide for health. Researchers will analyze the effects of diet and gut
microbiota on one’s health condition and elucidate the relationship between
a person’s dairy product intake and health condition. This is a new initiative
to study the new value that milk can provide for health, in addition to
deepening knowledge on bone health and lactic acid bacteria, which are
Megmilk Snow Brand’s strengths.

Hirosaki University COI-NEXT Center

M A project that aims to form an independent industry-academia-government co-creation center that expands on the
results of Hirosaki University COl Center and continuously produces results

-

Milk Nutrition Research Course opening ceremony

M Aims to realize a community model for well-being created through health-based economic development and an all-
generation approach

M Build a resilient open innovation (co-creation) structure through strong collaboration among industry, academia,
government, and the private sector, and conduct R&D and social application

Developing and Supplying Medical Food Formulas for Inherited Metabolic Diseases

Medical food formulas are infant formulas specially prepared for people

who were born without the ability to sufficiently metabolize amino acids.
Babies born in Japan undergo a newborn mass screening

(blood test) four to five days after birth. If the tests reveal metabolic

abnormalities, babies undergo nutritional therapy using medical food

formulas under the doctor’s direction.

For more than half a century, the Megmilk Snow Brand Group has AL
been manufacturing and supplying medical food formulas for the — Ry i
healthy growth and wellness of such patients. In December, the Minister ‘@;‘}”;,':E;fja”ag‘"g Executive Officer Kawasald Minister of ealth Labourand
of Health, Labour and Welfare presented us with a letter of appreciation
in recognition of our work over the years.

As the first company in Japan to develop medical food formulas,
Megmilk Snow Brand will continue to strive to ensure quality and a
stable supply of medical food formulas as a social responsibility that we
must fulfill.

WL

Special milk products supplied by the Megmilk Snow Brand Group
(2 pharmaceutical products, 6 registered products)

Online Seminar on Bone Health Held

Since fiscal 2021, Megmilk Snow Brand has been holding online
seminars for people interested in dairy products, with the aim of helping
them understand the appeal of dairy products’ high nutritious value.
In fiscal 2022, we held the Online Seminar on Bone Health under the
theme of “what you can start doing right now to benefit your bones.”
During the seminar, Professor Kazuhiro Uenishi from the Kagawa
Nutrition University provided an explanation of “bone health, proper
knowledge, and key points for bone-building."This was followed by
a talk on MBP, a protein that enhances bone metabolism, and the

Online seminar

introduction of simple recipes for efficient nutritional and calcium intake
from milk and dairy products, as well as bone-strengthening exercises.
Through online seminars, we are providing opportunities to learn about dairy products.

Megmilk Snow Brand Report 2023

Contributing to Sustainable Dairy Farming

Verifying the Monitoring of Methane Gas Produced by Dairy Cows

In order to accelerate efforts to reduce methane emissions in dairy farming, a
substantial amount of data needs to be obtained from environments close to
production sites. The Megmilk Snow Brand Research and Development Center
for Dairy Farming, in cooperation with JA Kita Okhotsk and Kitasato University,
has been conducting verifications since September at the JA training farm
“Farm to-mo”in Okoppe Town, Hokkaido, in an effort to establish methane gas
monitoring at dairy production sites.

Methane gas monitoring requires expensive and extensive equipment,
making it difficult for production sites to implement. However, the “Thermoni-
Methane” methane gas monitoring system developed by Associate Professor
Hisashi Nabenishi at Kitasato University is capable of acquiring a lot of data
at production sites. The Center is verifying how to use the system to estimate
methane gas emissions from dairy cows, the effects of providing cows with
feedstuff that is anticipated to reduce emissions, and the effects on cow health
and productivity when providing this feedstuff.

Promoting Self-Sustaining Feedstuff Dairy Farming

In dairy farming operations in Japan, the cost of feedstuff accounts for more
than 40% of production costs. Since the industry relies on imports for much of
its feedstuff, the recent sharp rise in imported feed grain and other feedstuffs
has had a significant impact on dairy farming operations.

In order to stabilize dairy farming operations, it is essential to promote
efforts to increase production of self-sustaining feedstuff and achieve resilient
dairy farming operations that are not dependent on imported feedstuff.

Snow Brand Seed Co., Ltd. is working to develop new varieties from a long-
term perspective, propose cultivars that are suited to Japan'’s pastures and
climate, and promote cultivation techniques such as frost seeding® in order to
facilitate the production and utilization of self-sustaining feedstuff.

*A method of sowing grass during the frost season to spread out the workload and prevent weeds, and then
allowing the grass to overwinter and germinate in the spring
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“Thermoni-Methane” monitoring screen

Omiya Farm, an “operation validation farmer” promoting self-
sustaining feedstuff dairy farming, and personnel from Megmilk
Snow Brand and Snow Brand Seed Co,, Ltd.

~N
Fourth-Generation Farmer Describes a Farm Loved by the Community
| am a fourth-generation dairy farmer who manages a farm that will soon celebrate its 100th
anniversary with my husband and parents. We can feel the history of this farm that began with my
great-grandfather, and we still value our connections with the local community in the same way as
back then.
We are working with Snow Brand Seed Co., Ltd. and related organizations to increase the visibility
of dairy farming, with the goal of creating a dairy farm that will last another century. By analyzing
each cow one by one, we are aiming for healthier and more profitable feeding management backed
Omnm'a City, Ibaraki by data from feedstuff analyses and blood tests, as well as my parents’accumulated experience.
Minori Milk Farm Co,, Ltd. | believe that in order for consumers to continue to love milk as a product, we need to
73Ir(daJra]paarTg:?r?:rc:elr's communicate the appeal of dairy farming and the wonders of milk. To this end, | would like to take on
Research Association agricultural diversification (“sixth-sector industrialization”) and strive to create a dairy farm supported
Kurosawa A‘Av(/ai:r‘];?' Excellence by |ocals who want to drink our milk.
J

1
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Contributing to Local Communities

Partnerships in Hokkaido

Hokkaido Comprehensive Partnership Agreement

The Megmilk Snow Brand Group signed a comprehensive partnership
agreement with the Hokkaido Prefectural Government in 2007.*
Taking advantage of the technology it has developed in dairy product
manufacturing, the Group is working to help revitalize the Hokkaido
economy in the areas of dairy farming and food.

For more details, click here.

Partnering with Local Communities

https://www.meg-snow.com/csr/link/
(Japanese only)

*The agreement signed in 2007 was between the Hokkaido Prefectural Government and Snow
Brand Milk Products Co., Ltd., Snow Brand Seed Co., Ltd., and Snow Brand Parlor Co., Ltd.

Sapporo Urban Development Partner Treaty

Sapporo City and Megmilk Snow Brand signed a Sapporo Urban Development Partner Treaty in 2012. In
January 2023, we also signed the “Comprehensive Partnership Agreement on the Promotion of Healthy
Sapporo 21! Under this agreement, we are working on the following as “initiatives related to health
promotion through food and sports.”
(1) Cooperate in spreading awareness to the public through public-participation initiatives sponsored
by the City of Sapporo and its wards
(2) Cooperate in spreading awareness of exercise habits that promote health to the public through
health seminars targeted at people of all ages
(3) Cooperate in spreading awareness of exercise habits that promote health to the public through Sapporo Wellness Partner
food and sports as part of our efforts to promote sports Agreement signing ceremony
(4) Cooperate in spreading awareness of healthy eating habits to the public through cooking classes and the like
Following the formulation of the Second Sapporo City Development Strategic Vision by the City of Sapporo, we developed
the original agreement into a new agreement, the Sapporo Wellness Partner Agreement, to further enhance and strengthen the
partnership and signed it in August.

Partnerships in Tohoku and Kanto

ETohoku
As a corporate supporter of the Smart Miyagi Healthy Citizen Council, Megmilk Snow
Brand is promoting co-creation with Miyagi Prefecture and local stakeholders to realize the
health and happiness of the people of Miyagi Prefecture. In fiscal 2022, we participated in
Step-Up Challenge 2022, a project sponsored by Miyagi Prefecture aimed at eliminating
metabolic syndrome. We also devised “Miyagi Veggie Plus Recipe 2022," low-salt recipes that :
encourage vegetable intake, and introduced original sodium-conscious menus at local retail Example of a dish from “Miyagi Veggie

. . . . . Plus Recipe 2022"
stores, taking into account the salt content of ingredients and current salt intake levels. useclpe

»»/%‘QQE‘?%M {

AT ERT IZTES

EKanto
Megmilk Snow Brand and Ibaraki Prefecture are cooperating to address the issues of
vegetable and calcium deficiency among Japanese people, and are working together to
increase consumption of vegetables and dairy products produced in Ibaraki Prefecture.
In January, we conducted a joint campaign with Ibaraki Prefecture and mass retailers in
the prefecture. We advertised the campaign in the flyers of mass retailers and introduced
original menus of dishes using vegetables produced in Ibaraki Prefecture and dairy
products to promote milk-based food and health. In addition, as a new initiative, we
developed a menu for Ibaraki Oishio Day (Salt Reduction Day) on the 20th of every month
and served it at the prefectural government office cafeteria.

R/ 5 700
B 'R a B
L -"'n £

~ g B g B
el el

Prefectural Government Office Cafeteria)

53  Megmilk Snow Brand Report 2023

Support for Food Banks and Food Pantries

The Megmilk Snow Brand Group donated products to food
banks and food pantries.

The spread of COVID-19 has led to an ever-increasing
demand, and many people are happy to receive our nutrient-
rich dairy products.

Product types Quantity Weight

20 types including Approx. Approx.

Sl f 187,000 units 116t

Contracted food banks 43 types including
in Fukuoka, Saga, and cheese, margarine,
Okinawa prefectures juices, and beverages

Approx. Approx.
40,000 units 14t

Member organizations of
the Saitama Food Pantry 10 types including Approx. Approx.
Network (in Kawagoe yogurt and desserts 8,000 units 0.7t

City, Saitama) First donation to Food Bank Second Harvest Okinawa

Sixth-Sector Industrialization* Support Project by Nichiraku Machinery Co., Ltd.

Using the knowledge we have accumulated since the 1970s
through the development of domestic manufacturing
equipment for dairy products, we are providing “small-scale
milk plant support” to dairy farmers, agricultural cooperatives,
and local governments building small-scale plants. We have
worked on about 150 small-scale plants from Hokkaido

to Okinawa, accounting for about half of all such facilities
operating in Japan. We support the entire process from
construction and test operation to commercialization, not just
the planning and design of the small-scale plant.

*Efforts to create new added value as an industry that integrates primary (raw

. . . . Test operation at a small-scale plant (curd stirring and whey removal equipment
materials), secondary (manufacturing), and tertiary (services) sectors P P 9 4 quip )

Support for Extending the Healthy Life Expectancy of Seniors in Collaboration with Local Governments
and Medical Institutions

Third Megmilk Snow Brand SDGs Action Awards: Outstanding Performance Award

The Bean Stalk Snow Co., Ltd!s Kyushu Branch has been
implementing the “Promoting and Spreading Awareness

of Products for Seniors: Support for Extending Healthy Life
Expectancy”initiative with an eye toward new business
development. In collaboration with the government, medical
institutions, and local communities, as well as with the
cooperation of a nationally renowned cooking expert (Sachiko
Murakami), we were able to convey the importance and
necessity of nutritional intake for seniors via a nutritionist-led
seminar, which helped to expand awareness of Platinum Milk
powdered milk for adults. All branch employees participated

. . .o . . . 1. Seminar by a nutritionist at Bean Stalk Lecture by Ms. Murakami
in this activity with a sense of ownership, providing an Snow Co, Ltd.

opportunity to expand the scope of future activities.

In the future, the branch will expand the area of the activity
and collaborate with other Group companies to further
contribute to local communities through our products.
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Corporate Governance

Board of Directors Skill Matrix

Management Organization (As of June 28, 2023)

—
e . . . . . . Corporate f Productionand |  Dairy Farming Personnel
Directors Area of Responsibility Number of Megmilk Snow Brand Shares Held Period Serving as Director Attendance at Board of Directors Meetings Name and Role E—— Management Financial LegaR'i‘:;fa'” ,,ce",?;ﬂﬁ,'e Sales Technology | andFoaremert. | Hatagenetnd w >
- ) . ) ) . ) ) Management Accounting il Marketing R&D L ey g
Attendance at Nomination Advisory Committee Meetings [ Attendance at Compensation Advisory Committee Meetings phe s regemeii || el Sau TR || g2
-
Masatoshi Sato Rep(esentatlve Director and ° ° ° ° g =3
President 5
a =
. . .. . . . . 5
Masatoshi Sato Tomomi Ishii Hideki Motoi e EeP’e:?“th'VePD"?gmfta“d ° PS ° 0f
Representative Director Representative Director and Representative Director and LSS IR L 8 2_’
and President Executive Vice President Executive Vice President s . Representative Director and o=
I Overall management (operations management) Overall management Hideki Motoi Executive Vice President ® L ® L4 L
Overall management and assistant to the President, in charge of (administration management) Direct dM p >—
3,641 shares General Affairs and Secretarial Dept. and assistant to the President, in q irector and Managing
1year 1,400 shares charge of Personnel and Internal Audit Takehiko Inoue Executive Officer ([ ] [ _
13/13 1year 6,690 shares Director and Managin 2
_ 455 - 1313 7 years Satoshi Inaba . ging ° ° 2
Reappointed a7 Reappointed " 4/4 B 6/6 Reappointed 18/18 Executive Officer é
Mr. Sato possesses abundant experience and wide-ranging Mr. Ishii possesses abundant experience and wide-ranging Mr. Motoi possesses abundant experience and wide-ranging Ryoichi'S Director and Managing 2.,
insight as a manager. He is also well-versed in Megmilk insight as a manager. He is also familiar with fields such as insight as a corporate manager. He is familiar with fields such yoichi Sueyasu Executive Officer L ® ® L o
Snow Brand’s businesses, such as the household products livestock, feedstuffs, and others, and demonstrates leadership as management planning, personnel, finance, information . ) 3
business, and demonstrates leadership as a Chief Executive as a top manager. Accordingly, the Company has determined systems, and others, and demonstrates leadership as a top Teiji |lwahashi D"ECtO.r and Managmg ) ) =
Officer by clearly setting forth management policies. that he possesses experience and ability befitting the role of manager. Accordingly, the Company has determined that he Executive Officer %
Accordingly, the Company has determined that he Representative Director and Executive Vice President and possesses experience and ability befitting the role of -~ 3
possesses experience and ability befitting the role of appointed him to the position. Representative Director and Executive Vice President and Kumiko Bando Director (External) [ ) [ ) [ ) v,
Representative Director and President and appointed him to appointed him to the position. LG T %
the position. L . Btenal . 2
Hiroshi Fukushi Director (External) ) ) () o o -
. . sl . Director serving as Audit & =
Takehiko Inoue Satoshi Inaba Ryoichi Sueyasu Shinya Kosaka Supenvsory Committee Member ° ° ° 2
Director and Director and Director and . . . 3 n<a
Managing Executive Officer Managing Executive Officer Managing Executive Officer Ikuo Nishikawa Exteral External Director serving as Audit ° = =
I Director and Managing Executive Officer & Supervisory Committee Member z g
In charge of Production and In charge of Dairy Foods Marketing, - : : ; 23
Production Technology Milk Beverages & Desserts Marketing, In charge of International Dept. Akito Hattori External I.)"mor SIS Audit [ ] % ]
. General Manager, Production Dept. and Functional Food Marketing and Purchasing ISR & Supervisory Committee Member @ o
2,127 shares 3,933 shares 9,244 shares s 3
; 3 years 2years £ 1year 5o
Reappointed -": 18/18 Reappointed | A 18/18 Reappointed '+ A 12/13 % ‘i
>
Mr. Inoue has abundant and wide-ranging experience in the Mr. Inaba has experieﬁce as General Manager of the Mr. Suey;su possesses abundént experiencg in distribution, Executive Ofﬁcers o™
production division and is particularly familiar with the fields Corporate Planning Div. and as a president of a Group purchasing, and overseas business, and particularly has _g
of production technology and production control. company, and is particularly familiar with Group handled core responsibilities for the Group's overseas
Accordingly, the Company determined that he possesses management, the nutrition business, and the dairy foods business. Accordingly, the Company determined that he M . E tive Offi ( .
experience and ability befitting a Director of the Company business. Accordingly, the Company determined that he possesses experience and ability befitting a Director of the anaging Executive cers o
and appointed him as Director. possesses experience and ability befitting a Director of the Company and appointed him as Director. . . o . o . §
Company and appointed him as Director. Masato Koitabashi Yoshihiro Kawasaki Seiji Tobe Seiki Hori g g
=
In charge of Dairy Farming In charge of Research & Development  In charge of Research & Development In charge of Administration and AN
Planning, Products Development, Center for Dairy Farming, Deput Logistics, and Deputy Manager T 3
9 p y g, Ueputy 9 puty 9 S o
Te|J| Ilwahashi Kumiko Bando Hiroshi Fukushi Milk Science Research Institute, General Manager in Charge of Dairy of Personnel o 3
Director and External Director External Director Quality Assurance Farming (General Manager in Charge = 8\-
’ ] of Research & Development Center for Yoshirou Ohta Q c
Heneang Becue Ot Takashi Mori Seiki Todaka Dairy Farming) is S8
- o o - In charge of Supervising Household &5
il In charge of Affiliated Company — — In charge of i i i Products Division, National Chain 59
| ge of Corporate Planning Div. In charge of Accounting and : , 2
égﬂ::’all RfEfg:thsy Manager of g ]4:?”5 ?Oﬂe;?ares (General Manager, Corporate [T Planning, and Deputy General Fumi Hatamoto Store Sales, Deputy Manager of ) =
1614 <hares A 13y/13 o 13)1/13 Planning Div.) Manager responsible for Public In charge of Sustainability, Public Household Products Dept, Marketing, Z
Tyear Reappointed [0 m Reappointed [ 44 Relations & Investor Relations Relations, and Investor Relations, Hokkaido Headquarters (General
Rl 13/13 Independent Offcer B 6/ Independent Offcer B 6/6 general M?:nagterl r(eGsmnsi‘b,\\j for Affiliated  Manager, Hokkaido Headquarters)
ihi H H ompany Control (General Manager,
Mr. Iwahashi possesses abundant experience in the Although Ms. Bando has not been previously involved Mr. Fukushi has an abundance of multifaceted experience, Tom I hIkO Tagawa H fromi Tam ura

consumer dairy foods business and milk beverages and
desserts business, and he has also handled responsibilities
core to Group management. Accordingly, the Company
determined that he possesses experience and ability
befitting a Director of the Company and appointed him as
Director.

Shinya Kosaka

Director serving as Audit &
Supervisory Committee Member
Full-time Audit & Supervisory
Committee Member
14,491 shares
3 years
18/18
4/4
A /6

As Mr. Kosaka has abundant experience in the Management
section and has extensive and deep knowledge and insight
based on his management experience at the Company, the
Company determined that he possesses experience and
ability befitting an individual who supervises and audits
Directors' business execution and appointed him as a
Director serving as an Audit & Supervisory Committee
Member.

55  Megmilk Snow Brand Report 2023

directly in corporate management, 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 communities and partnerships. Accordingly, the
Company determined that she can provide constructive
advice and appointed her as Independent Officer.

Ilkuo Nishikawa

External Director,
Audit & Supervisory
Committee Member
H Audit & Supervisory Committee
Member
2,376 shares
7 years
18/18
55 B

Although Mr. Nishikawa has not been previously involved
directly in corporate management, he has specialized
knowledge and wide-ranging experience regarding finance
and accounting as a certified public accountant. The
Company determined he is able to draw on his background
in the supervision and auditing of Directors'business
execution and appointed him as an External Director serving
as Audit and Supervisory Committee Member.

Independent Officer

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 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 Independent Officer.

Akito Hattori

External Director,
Audit & Supervisory
Committee Member
H Audit & Supervisory Committee
Member
1,289 shares
5 years
3 2 1818
Independent Office 4/5 a7

As Mr. Hattori is well-versed in corporate law as an attorney,
the Company determined that he can utilize his highly
specialized background in the supervision and auditing of
Directors'business execution and appointed him as Director
Serving as Audit and Supervisory Committee Member.

In charge of Institutional Foods Dept.

Senior General Manager,

Kansai Regional Sales Headquarters

Executive Officer

Toshiya Kobayashi

General Manager, Milk Science Research Institute

Main Group Companies (in Japan) Representative Director and President

Ibaraku Co,, Ltd. SI System Corporation
Toshiyuki Kitagawa Toshio Itabashi

Chokuhan Haisou Nichiraku Machinery
Co, Ltd. Co, Ltd.

Yuji Kuramochi Hitoshi Hatamoto

Snow Brand Snow Brand Seed
Kodomo-no-Kuni Ranch Co, Ltd.

Wataru Sugino Koichi Kasamatsu

Greenservice Co, Ltd.

Yu Shibata

Belle Neige Direct
Co, LTD.

Tomohide Yoshikawa

Snow Brand Parlor
Co, Ltd.

Toshihiro Nakamura

Sustainability Promotion Dept.)

Takuya Inoue
Senior General Manager,

Kanto Regional Sales Headquarters

Cresco Corporation
Fuminori Miyazaki

Michinoku Milk
Co, Ltd.

Atsushi Yamamoto

Bean Stalk Snow
Co, Ltd.

Shigeru Watanabe

Kohnan Oils and Fats Mfg. ~ Chesco Ltd.

Co, Ltd. Hiromi Uchida
Takahiro Shibata

Mitsuwa Distribution
Industry Co, Ltd.

Shigeru Yamaguchi

Yatsugatake Milk
Industry Co, Ltd.

Hiromichi Ichikawa

MEGMILK SNOW BRAND
Business Solution Co,, Ltd.

Yasuo Takeda
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Corporate Governance Basic Policy

Our basic policy 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

Corporate Governance Organization Chart

and stakeholders. Furthermore, as a Company with an
Audit & Supervisory Committee, we have established a
Board of Directors and an Audit & Supervisory Committee
as stipulated in the Companies Act. We have also adopted
an executive officer system in which individual business
execution is delegated to executive officers, including
executive directors.

General Meeting of Shareholders

Appointment, removal

ramovaD (D\Scuss\on, repor[)

Appointment, removal Report,
opinion statement

e

Board of Directors ‘

| Y, ) | Y | Y )

| AN
@ inguiy) | (A inquiy) | (& inquiry) | (Delegating decisions on execution of important business ) (Appointment, oversight) (Discussion, report)
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President
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Corporate Ethics
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} {_Liaison f
Accounting audit | Board of Group Company Presidents | C\lmemal/jaum | Board of Group Corporate Auditors | Survey

Guidance, oversight

u

Group Section |

Board of Directors

The Megmilk Snow Brand Board of Directors consists of 12
directors (including three directors also serving as Audit &
Supervisory Committee Members). Among the total, four
are external directors (including two Audit & Supervisory
Committee Members). In addition, in accordance with the
provisions of the Articles of Incorporation and resolutions of
the Board of Directors, the majority of important business
execution decisions are delegated to the directors, with the
exception of legal matters. This system allows the Board of
Directors to concentrate on matters stipulated by law as
well as particularly important decisions on management
basic policies and supervising the execution of business by
executive officers. In principle, the Board of Directors meets
once a month and as needed. The Board met a total of 18
times in the fiscal year ended March 31, 2023.

Management Executive Committee

The Management Executive Committee, consisting of the
Representative Directors, the executive officers in charge

of each topic, and the heads of headquarters departments,
has been established as a body to discuss important matters
related to business execution.
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Audit & Supervisory Committee

The Committee comprises three directors serving as

Audit & Supervisory Board Committee Members, two of
whom - the majority - are external directors. The Audit

& Supervisory Committee conducts audits of the overall
status of business execution, including that of Group
companies, utilizing the internal control system. In addition,
to ensure the effectiveness of these activities, one full-time
Audit & Supervisory Committee Member is elected from
among the Audit & Supervisory Committee Members to
attend important management meetings to appropriately
understand and monitor the status of management
execution. The Committee conducts close cooperation

with regular exchanges of information and opinions with
the Internal Audit Dept., Internal Control Dept., accounting
auditor, Representative Directors, and others. To support
these activities of the Audit & Supervisory Committee, the
Audit & Supervisory Committee Office has been established

and assists in the smooth execution of audits and other work.

Nomination Advisory Committee and Compensation
Advisory Committee

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 external directors. Each
committee consists of at least three members, the majority
of whom are independent external directors. In addition,
the chairperson of each committee is elected by resolution
from among the Committee members who are independent
external directors.

The Nomination Advisory Committee deliberates on the
nomination of candidates for directors (including directors
who are Audit & Supervisory Committee Members), the
executive structure and division of duties, and issues to
be addressed as the Nomination Advisory Committee.

The Compensation Advisory Committee deliberates on
revisions to the executive compensation system including
performance-linked compensation under the next Group
Medium-Term Management Plan, setting compensation
for external directors, and issues to be addressed as the
Compensation Advisory Committee.

Corporate Ethics Committee

The Corporate Ethics Committee was established in 2002
to serve as an advisory body to the Company’s Board of
Directors and is comprised of external experts including the
external directors, a representative of the Megmilk Snow
Brand Labor Union, and internal committee members.
The Corporate Ethics Committee holds regular meetings
bimonthly, and serves as an external oversight entity

for all aspects of business management. The validation
work and recommendations for the Board of Directors
conducted by the Corporate Ethics Committee are applied
to the Company’s business activities. In addition to regular
committee meetings, members of the Corporate Ethics
Committee also meet in its three subcommittees.

Corporate Ethics Committee

[Quality Subcommittee]

This subcommittee comprises external experts in quality
and hygiene management and conducts plant audits and
exchanges opinions with employees. Plants draft and

implement improvement proposals in response to audit
recommendations and issue reports to the Corporate Ethics

Committee. During fiscal 2022, audits were conducted at
nine plants in Japan, including Group company plants.

Plant audit by the Quality Subcommittee

[Consumer Subcommittee]

This subcommittee introduces Megmilk Snow Brand Group’s
various initiatives to representatives of consumer groups
and influential people working on consumer issues, and
receives evaluations and opinions from the consumer’s
perspective. In fiscal 2022, meetings were held in the Kanto
and Kansai areas in December, and we received evaluations
of the Megmilk Snow Brand Group's corporate activities

as well as feedback on the Group’s response to ethical
consumption.

[Product Information Subcommittee]

This subcommittee comprises external experts in the

field of labeling and applies a consumer perspective

while performing checks (external oversight) of product
package labeling to ensure it is easily comprehensible to
consumers and information is being properly conveyed.

As necessary, the subcommittee also shares information
about internal labeling rules and reviews and updates the
“Voluntary Product Labeling Basic Manual! In fiscal 2022, the
subcommittee met six times.

Product Information Subcommittee
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Board of Directors Efficacy Assessment

The Company’s Board of Directors conducts an annual self-assessment to ensure and improve the efficacy of the Board of Directors,
and a summary of the self-assessment results is made public. An overview of the results of the assessment of fiscal 2022 is as follows:

Summary of the Fiscal 2022 Assessment

@ Assessment Details

All directors (including directors who are Audit ( )
& Supervisory Committee Members) were given 4 Survey Topics
a questionnaire on the following broad topics (1) Structure of the Board of  (5) Relationship with stakeholders
d ived from all. The Board of Directors (6) Summary
ar'w answers wereirecelve . rom all. The : oar 'o (2) Director operations (7) Nomination Advisory
Directors Secretariat compiled the questionnaire (3) Self-assessment Committee and Compensation
results and reported to the Board of Directors, where (4) Roles and responsibilities Advisory Committee
the evaluation results were discussed. L of Board of Directors )

€ Summary of Results of Evaluation of the Fiscal 2022 Board of Directors Efficacy Assessment

(1) Self-assessment analysis results indicated that the Board of Directors largely functioned effectively in fiscal 2022.
(2) 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.

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

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

¢. 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

a.There were reports in the Board of Directors meetings on the implementation of the Corporate Ethics
Committee.

b. 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).

(3) Future initiatives
As a result 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.
Continue efforts to invigorate deliberations further and enhance discussions related to management strategies.
Augment discussions on governance of Group companies
Efforts for sustainability issues.
Enhanced discussions that take the perspective of stakeholders and address non-financial information

2
3
4
5

= = = =

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.
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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. The compensation
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.
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 shareholders

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.

Total Amount of Compensation in Fiscal 2022

O Olad O pe allo 0, pe O e
Director Catego ompensatio ’ Long-term Incentive DO
Base Short-term Incentive e People
on e Compensation (Cash Bonus) T e—
Dire_ctors (exclug!ing Audit & 247 219 _ 27 12
Supervisory Committee Members)
(external directors in parentheses) (16) (16) (=) (=) 3)
Directors (Audit & Supervisory 42 42 _ _ 3
Committee Members)
(external directors in parentheses) | (19) | | ao @
Total 289 261 - 27 15
(external directors in parentheses) (36) (36) =) (=) (5)
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Standards for Appointing and Dismissing Officers

The guidelines for nominating candidates for director are as
follows. Resolutions by the Board of Directors concerning
the appointment of directors are first referred to the
Nomination Advisory Committee and then finalized based
on the results of the committee’s deliberations.

Candidates for director (excluding directors serving as
Audit & Supervisory Committee Members) are appointed
based on the prerequisite that they are not subject to any of
the reasons for disqualification set out in Japan’s Companies
Act. They are also selected from among a pool of candidates
with the excellent character, insight, skills and wealth of
experience needed to monitor management overall and
supervise the execution of operations while possessing a
high sense of ethics, and the balance and diversity of the
Board of Directors will be carefully considered to ensure that
no areas of expertise are overrepresented.

Candidates for director positions who are Audit &
Supervisory Committee Members are appointed based
on the prerequisite that they are not subject to any of the
reasons for disqualification set out in the Companies Act.
They are also selected based on whether they can remain
independent from executive officers and can remain
unswervingly impartial from among a pool of candidates
with the excellent character, insight, skills and wealth of
experience needed to monitor management overall and

Strategic Shareholdings

The Company does not hold the shares of related parties
and business partners unless it determines that it is
reasonable to maintain shareholdings for the purpose

of strengthening the Company’s business and functions.
Every year, the Board of Directors makes comprehensive
decisions by examining the shares of listed companies that
the Company owns to verify the qualitative reasons for
holding each individual stock (background of 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

Takeover Defense Measures

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 advance-
warning purchase defense package, which sets out rules
concerning large-scale purchases of the Company’s

shares, including requirements that sufficient information
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

Megmilk Snow Brand Report 2023

supervise the execution of operations, while possessing a
high sense of ethics. Furthermore, candidates for director
positions who are Audit & Supervisory Committee Members
shall include one or more people with knowledge of
finance and accounting. In addition, the rationale for their
nomination is appropriately disclosed in the notice of
General Shareholders Meeting, etc.

Directors (including the Chief Executive Officer) shall
be subject to a proposal of dismissal in the event that
they meet any of the following conditions: acknowledged
to have a relationship with anti-social forces subject to
criticism by society; caused the Group large losses or
hindered the performance of business duties by violating
laws, regulations, the Articles of Incorporation, or other
regulations of the Group; or 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 the Chief
Executive Officer) are first referred to the Nomination
Advisory Committee and then finalized based on the results
of the committee’s deliberations. If a proposal of dismissal is
approved, the Company shall disclose the information in a
timely and proper fashion.

(confirmation of economic rationale). To verify the economic
rationale for holding the shares, the Company compares the
business revenues, the increase in BPS and dividends of the
issuer whose shares have been acquired to the Company'’s
targeted ROE benchmark of 8% and evaluates these factors.
Even for stocks that are recognized as reasonable to hold
based on the abovementioned decision-making, we will
gradually reduce the amount to less than 10% of net assets
as a source of funds to be allocated to growth investments
as determined in the Group Medium-Term Management
Plan 2025, after holding dialogue with business partners.

information to shareholders along with the opinion 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. However, if the purchaser does not
follow the large-scale purchase rules or even if it does follow
the large-scale purchase rules but the large-scale purchase
could significantly damage the Company’s corporate value
or the common interests of shareholders, the Company
plans to invoke defense measures, including the allotment
of stock acquisition rights without contribution.

A Chat with External Directors

External Director

External Director

Managing Executive Officer

The Megmilk Snow Brand Group is working to improve the effectiveness of its corporate governance.

Toward the enhancement of corporate value in future, External Directors Kumiko Bando and

Hiroshi Fukushi held a chat with Managing Executive Officer Fumi Hatamoto serving as a facilitator.

(Hatamoto) The Megmilk Snow Brand Group aims to

realize “food sustainability” by promoting sustainability
management based on compliance. In the Group Medium-
Term Management Plan 2025 (FY2023 to FY2025) announced
in May 2023, we established new material issues and KPIs
that link social value and economic value. In order to

achieve our goals, we will
continue discussions at the
Sustainability Promotion
Subcommittee and the
Group Sustainability
Committee to conduct
specific initiatives and
validation. For this chat, we
have invited two external
directors to give their
opinions from an external
perspective on the Group’s
sustainable growth.

Please tell us your thoughts on the Group Medium-
Term Management Plan 2025 and the promotion of
sustainability management.

(Bando) The point of origin of the Group is the pursuit of the
social value of Kendo Kenmin (a healthy earth ensures human
health) through dairy farming and the dairy industry, and

| believe that we have been oriented toward sustainability
management itself. However, as society itself is undergoing
rapid changes and issues are becoming increasingly serious
and diverse, including the global environment, international
situation, demographic changes, and [T, sustainability of
companies and society are becoming more and more closely
linked. Addressing social issues through general corporate

activities strengthens the foundation of the company’s
existence, while also serving as an engine for growth through
innovation generation, value creation, and new business
development. | believe that boldly taking on challenges
related to dairy farming, the dairy industry, and food, and
pursuing social value and economic value in an integrated
manner, is precisely what will open up the future of the
Group.

(Fukushi) Under President Sato, we have presented the Group
Medium-Term Management Plan 2025, which has the main
theme of “gain resilience” The Company'’s slogan is “Make

the Future with Milk But to put it more positively, the future
of milk is something we can create ourselves. The COVID-19
pandemic is said to have accelerated the digitalization of

the world by three years. We also believe that the “protein
crisis,” which is said to be certain to occur in 2030, will arise
three years earlier due to food and energy price hikes and
supply chain fragmentation caused by the crisis in Ukraine.
The Company has been a pioneer in the promotion of Japan
under the slogan Kendo Kenmin, and | hope it will continue
this. So, what do we mean by the future form of dairy
farming? About half of the world’s dairy farming is conducted
in a traditional style, consumed only within the home, and
can be considered to be sustainable in general. Fortunately,
Japan’s dairy farming is not suffering from any intensifying
environmental pollution problems and other such issues. We
recognize that the scale of the volatility and fluctuations in
the supply chain, supply and demand aspects, and economic
aspects of the chain from dairy farming to dairy product
production to consumption have become a partial problem.
That is why it is essential to “gain resilience” It can be said
that the “protein crisis” of 2030 is a major problem for Japan,
which relies on imports for much of its food, and there will

1
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probably come a point in the future when the issue of food
self-sufficiency will be taken up as a major political issue. This
is a major issue for the Company as well, but we would rather
see it as an opportunity to grow and create the future of the
Company. | hope that before the arrival of the final year of
the Group Medium-Term Management Plan 2025, there will
be clarification of the envisioned future.

(Bando) In the Group Medium-Term Management Plan
2025, we have positioned the promotion of sustainability
management as the cornerstone of management, and have
strengthened and expanded our efforts on material issues,
for realization of both social value and economic value,
toward the realization of “food sustainability” As a company
that achieves sustainable growth together with society, we
have clarified the goals of our initiatives and established a
framework for their promotion. We have also included many
KPIs such as decarbonization, including those that require
further evolution of initiatives and technological innovation
over the medium to long term. We must also clarify our
more long-term strategies and steps. As for the qualitative
goals, I think the question is what to do in more concrete
terms. For example, there are areas where enhancement of
more concrete efforts is required, such as the promotion of
diversity. We need to have project promotion in which we
identify issues in the field and identify concrete measures

to address them. Because the Group-wide Sustainability
Promotion System was launched in fiscal 2022, it will be
necessary for the entire Group, management, and employees
to share the same approach to efforts and information, and
to actively work together with the aspiration to shape the
future of society and the Company.

There is a limit to what can be done within the Company
and Group companies to solve sustainability issues and
create new value, and it is necessary to expand collaboration
with other companies and organizations as well as open
innovation. We also have high expectations for initiatives
such as engaging in the plant-based food business through
our joint venture with Agrocorp by leveraging the knowledge
and resources of both our companies, and the joint research
course opened at Hirosaki University which aims to discover
new health values of milk and lactic acid by utilizing health-
related big data and to implement them in society. In
addition to this, collaboration with diverse players in various
fields, such as environmental impact reduction, will be key.

In order to promote sustainability management, social
recognition will also be a major driving force. In addition
to sincere efforts within the Group, | think it is necessary to
actively communicate the Group’s initiatives to society and to
various stakeholders, including consumers and shareholders,
and to promote two-way communication.

Please tell us the characteristics of our governance
structure and its challenges. Also, what improvements do
you think should be made to address these challenges?

(Bando) I think the most distinctive feature of our governance
structure is the existence of the “Corporate Ethics Committee”
chaired by myself and composed mainly of outside experts.

63  Megmilk Snow Brand Report 2023

The Committee was established based on our regret for the
two incidents that occurred 20 years ago (the Snow Brand
Milk Products Co., Ltd. food contamination incident and the
Snow Brand Food Co,, Ltd. fraudulent beef labeling incident).
The Committee is positioned as an advisory committee to the
Board of Directors, providing validation, recommendations,
and advice with “external oversight” regarding sustainability
activities and other general corporate activities. The
Committee actively conducts activities, with a Quality
Subcommittee that audits the quality management of plants
by outside experts, a Product Information Subcommittee that
checks the labeling of product packages, and a Consumer
Subcommittee that listens to the opinions of representatives
of consumer groups and others. The results of the
Committee’s deliberations are taken seriously within the
Company. A summary of the deliberations is always reported
to the Board of Directors after the bimonthly meetings of
the Corporate Ethics Committee, and the identified issues
are discussed. During my first year as an external director, |
went to eight factory audits by the Quality Subcommittee to
understand the situation in the field and exchange opinions
with employees. The specific issues | sensed through my
onsite visits were related to matters such as quality control
and safety as well as personnel and labor management,
and | am keenly aware that these issues are important in
considering the management issues and governance of the
company as a whole.
(Fukushi) From FY2022, | began to serve as a director
from the standpoint of an experienced manager. Because
it was the time to formulate the Group Medium-term
Management Plan 2025 starting from FY2023 under the
new President Sato, we had a series of active discussions on
how to frame the new medium-term reforms. The result was
“gain resilience!” We appreciate the fact that we have made
contemporary efforts in governance, such as identifying
material issues and achieving both economic growth and
solutions to social issues. However, the speed of change
in the global business environment is extremely rapid
nowadays, and it is best to view the industrial structure
surrounding the Company as rapidly changing on a global
level. In other words, the industrial structure itself is changing
at breakneck speed, with social issues becoming growth
areas and involving every industry. | believe that sooner or
later we will be forced to change our own industrial structure,
or, in other words, jump into the vortex of growth in search
of new growth for the
Company. Governance at
that time will be more fluid,
and we will need to adapt
and make shrewd decisions.
Beginning this fiscal year, we
will review and update our
material issues as necessary.
This can be called a
good attempt to anticipate
the current trends in
governance. The time has

come for the Board of Directors to give the executive side the
courage to jump into the vortex of growth, while at the same
time exercising cool-headed governance. | would like to
continue to respond to these demands of the times through
my duties as a director of the Company.

(Bando) | feel that one of the major challenges for the
governance structure is that women are still not fully utilized.
Looking at the directors and executive officers, the only
women are me, an external director, and Ms. Hatamoto, an
executive officer. We account for only 8% of the total. The
number of women in leadership positions in various fields,
including management positions, is still low. In order to
create a comfortable working environment for both men
and women and to promote work style reforms, as well as to
promote greater participation of women in decision-making,
we need commitment from the top, a change in awareness
at the executive level and other levels, and a proactive policy
for the development and appointment of female human
resources. The activities of diverse human resources are
indispensable for new value creation and innovation, and

| believe that food companies are the field where women’s
participation is most needed.

In addition, solving various issues increasingly requires
flexible efforts that transcend the vertical divisions of
departments and organizations, and | think that a stronger
cross-sectional and comprehensive governance structure is
also needed. | believe that the active participation of not only
executives and managers, but also younger employees is
essential to pioneering the future of the Company.

Finally, as an external director, what is your message to
our stakeholders on how we should further enhance our
corporate value?

(Fukushi) The development of the dairy farming industry
started with the reclamation of Hokkaido in Japan, and has
grown to the present day with the guidance of politics and
agricultural organizations. Especially after the end of the Cold
War, globalization has been widely progressed, and the world
has enjoyed free trade, which has enriched the diet of people
in Japan. Recently, however, the world has changed to an

era of frequent threats to the diet of the Japanese people,
including increasing political and geopolitical risks, supply
chain fragmentation, and soaring raw material and energy
prices. The borderless era - the so-called global standard - is
over, and the world has entered a divided era rather than

a single era, a multipolar world, and a “border-full” time.

The medium- to long-term changes that this difference

will cause to our Company and to the diet of the Japanese
people will be very significant. Japan’s food self-sufficiency
rate has been and still is very low, and in a world that has
transformed into a “border-full” one, it could become a major
security issue. As Kendo Kenmin has been our Company’s
spirit since its founding, one of the major missions expected
of us is to increase the food self-sufficiency rate so that
Japanese people can enjoy a rich diet even in a “border-full”
world. Of course, if the scope is only the Japanese market,
the total demand for food would be predicted to decrease

due to the declining and
aging population, thus
making it imperative to
export products and expand
business overseas. At this
time, the success factors

will be the high quality and
brand power that support
the safety and security of
Japanese and our company’s
products, and further
strengthening of these
factors is desired.

(Bando) In order to enhance corporate value, | believe it

is essential to look at things from many angles from the
perspective of society. This is the first time for me to serve

as an external director of a corporation, but | will utilize

the perspectives | have gained through my administrative
experience and organizational management experience in
various fields such as education, consumers, gender equality,
and local communities. | will actively contribute to areas
where there is great room for growth in order to enhance
the Company’s corporate value and strength, such as the
promotion of sustainability management that is aligned
with consumers and other people, the strengthening of
human capital through the promotion of diversity and other
means, and collaboration with various players, including
local governments and universities. As | mentioned earlier,

| believe it is also important to look at situations at the

front lines of manufacturing and consumption from an
external perspective and raise issues in order to enhance our
corporate value.

Through the activities of the Board of Directors and the
Corporate Ethics Committee, | feel that the officers and
employees of our Group have a high awareness of ensuring
quality and consumer safety, that they repeatedly conduct
activities in good faith on a daily basis, and that they possess
various strengths and a wealth of knowledge. Based on these
resources, | believe that the Company has a very significant
role to play under our mission to realize “food sustainability,”
including further promotion of health, development of diet
and food culture, and food security. This is an important
time for us to actively and speedily take on the challenge to
address the various issues, and | would like to support the
Company in this endeavor.

(Hatamoto) | believe that external perspectives are extremely
valuable in sustainability management. The Company

will celebrate its 100th anniversary in 2025. As you both
commented, in order for the Company to grow with society
over the next 100 years, we need to have both internal

and external collaboration, leverage our diversity, and
provide both social value and economic value. | believe

that would make it appropriate to call us a sustainable,
resilient company. | would like to ask the external directors to
continue to give their candid opinions about our Group from
a neutral and objective standpoint.

1
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Corporate Ethics Committee

FY2022 Report on Main Initiatives to Address the Recommendations of the Corporate Ethics Committee

Consultation 1 Material Issue Initiatives

«The Second Group Sustainability Committee Meeting was held. In addition to
presentations by 17 Group companies on their efforts regarding material issues,
reports were made by three workgroups, and the progress for the first half of the
year of environment-related Group KPIs and results of compliance initiatives were
confirmed (February).

1. Contribute to the realization of the SDGs by achieving
KPIs as a Group while steadily managing progress
and paying attention to trends with social issues and
demands from society.

2. Particularly when it comes to environment-related
KPIs that are of great interest to society, gain a
quantitative understanding of the status of the entire
Group and strive to become an eco-friendly company.

- With regard to the switch to certified palm oil, the partial switch began in July in
coordination with Konan Fats and Oils Co., Ltd. and the supplier Ueda Oils & Fats
Mfg. Co., Ltd. It was agreed to achieve a 100% switch by fiscal 2026 (April-June).

3.In addition to the KPIs that have already been set,
each company and department should also make
efforts specifically aimed at addressing material
issues and establish them as employee-driven
activities.

« The Third Megmilk Snow Brand Group SDGs Action Awards were held, with 132
entries from all departments of the Company and 17 Group companies. The result
report was received by the end of February, reviewed in March-April, and the awards
ceremony was held in June.

uonEPUIWWOIRY
Hoday

- With regard to the progress of human rights due diligence, details of investigations
of “foreign workers in plants” and “foreign workers at dairy farming production sites”
identified as “priority human rights risks” as well as a list of mills (oil mills) of “small-
scale palm farms” were disclosed on the Megmilk Snow Brand website.

4. Actively disclose ESG (environmental, social and
governance) data to enhance transparency.

Consultation 2 Consumer-focused Management

« At the request of Snow Brand Hong Kong Co., Ltd., following Organic Growing-Up
Milk, Organic 4th Milk “B8## B#EC RERKRILM for children 30 months of age
and older was launched (June).

« Mainichi Hone Care MBP® Lychee Flavor (bottle type) was launched in response to
customer requests (April).

2. Make additional efforts to communicate with « Each month, we identified matters with a large number of incoming calls as well
consumers, listen to their voices, respond to them in =S as matters with a small number of incoming calls that were considered to have a
a sincere manner, and utilize this to create awareness = large impact, and confirmed them with the departments in charge at the “customer
among employees to act from the consumer’s =8 satisfaction improvement meeting” (dairy foods: 35 matters, of which 2 were
perspective. improved; milk beverages and desserts: 34 matters, of which 5 were improved).

3. Display and disseminate useful information in an
appropriate manner to consumers via product
displays, advertisements, and websites in a way that
is easy to understand. Also be sure to use appropriate
expressions so as not to mislead consumers.

1. Collect and analyze information about consumer
requests and needs, and build trusting relationships
with consumers through product development and
improvement that leverages the Group’s strengths.

uolePUBWIWO0IRY

« Answers to inquires often received from customers were posted on the Megmilk
Snow Brand website (eight new answers and one revised answer).

Consultation 3 Food Safety and Security (Quality Control)

1. Provide quality assurance training to each employee
to raise all employees’ quality awareness and
knowledge. Moreover, in plants, steadily provide
training on hygiene management and manufacturing
techniques.

2. Share issues and complaints about products and
services in a timely manner and respond in an
appropriate manner based on product characteristics
and a consumer perspective. Furthermore, cultivate
imagination abilities through good communication
and strive to prevent the occurrence of problems.

« New inspector certification training was held for the purpose of establishing basic
inspection techniques for microbiological and compositional testing for new hires,
as well as for the implementation of inspector certification examinations to promote
early success in the field (November).

« Quality audits were conducted and pointed out for 16 Megmilk Snow Brand plants,
31 contractor plants, and suppliers (10 regular companies and 13 new companies)
from the perspective of manufacturing standards and MSQS management and
operation guidelines. 112 good points of the plants were extracted and shared, and
this was utilized at each location to improve the manufacturing environment and
prevent the occurrence of problems.

uopePUAWWO0IY
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Consultation 4 Thorough Corporate Ethics (Compliance)

«The Megmilk Snow Brand Code of Conduct Guide was revised in line with the
revised content of the Megmilk Snow Brand Code of Conduct. The booklet was
distributed and posted on the Group’s intranet so that all employees can read it
(February-March).

- The Days of Pledging to Strongly Recognize and Fulfill Food Responsibility were
held in June and January. A lecture with the theme of “A Philosophy is a Promise
with Society: Structure of Trust” was held in June, and a lecture with the theme of
“Sustainability of the Dairy Farming Industry” was held in January.

« In addition to the revision of Megmilk Snow Brand’s “Whistleblowing Rules” with
advice from lawyers, all 17 Group companies have completed the establishment
of regulations. In addition, the “Hotline Information” booklet was revised and
distributed to all employees, including those at Group companies (October).

1. Without forgetting the two incidents in the past, act
with fairness and sincerity based on a high sense
of ethics in accordance with the Megmilk Snow
Brand Group Charter of Corporate Behavior and the -
voluntary code of conduct of each Group company. -'.g
-

uolePUBWIWO0IY

2.In light of the revision of the Whistleblower
Protection Act, establish a system necessary to
properly respond to whistleblowing.

Consultation 5 Diversity in Human Resources and Work Environment

- Dialogues regarding issues of concern (labor environment, income conditions,
etc.) were held with 73 farmers in South Sumatra, Indonesia, where palm, the raw
material for palm oil, is produced. The content of the dialogues was disclosed
externally on the Megmilk Snow Brand website (May 2023).

1. Fulfill our responsibility to respect human rights at
all stages of the supply chain, based on the approach
set forth in the Megmilk Snow Brand Group Human
Rights Policy. (New)

uonep
-uswwoday
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+The “Study Session on the International Dairy Farming Situation” online study
session was held in June and July. The participants were expanded to include Bean
Stalk Snow Co., Ltd., providing 79 people (including 17 from Bean Stalk Snow Co.,
Ltd.) with an opportunity to learn together.

« Information on medical and dental care was provided on a monthly basis via the
intranet to provide self-care knowledge. Line Care (mental health support) was
covered during training for new management staff (April, June, and October).

+The Megmilk Snow Brand Awards 2022 were held, and one President’s Award, two

2. Regardless of the type of employment, pay attention
to communication among employees as well as care
for the mental and physical health of employees, and
create workplaces where everyone can feel fulfilled
in their work.

3. Each and every officer and employee should

« An e-learning program was implemented for management, senior staff, and deputy
senior staff to promote women'’s participation in the workplace and to spread
understanding of LGBTQ+ people (November).

« In accordance with the revision of the Child Care and Family Care Leave Law
(to encourage male employees to take childcare leave, etc.), information was
disseminated via the intranet and an e-learning program was conducted for

F] . - Executive Vice President’s Awards, and one Special Recognition Award were selected.

™ exemplify the Megmilk Snow Brand Values (self- - . ! PN

a L . In addition, a video on the Megmilk Snow Brand Awards initiative and a message from

=] motivation, taking on challenges, and teamwork) . . . . o

3 N b ) thePresident were shown during the Sustainability Group activities in December, and
through their actions. D . . -

% s}l employees were reminded of the importance of demonstrating values.
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4. Develop a system and foster awareness so that a
diverse array of employees can demonstrate their
abilities and thrive.

5. Help employees achieve a balance between their
families and work, and increase the rate of women in
management positions. (New)

Compliance

Two Incidents

Snow Brand Milk Products Food Contamination Incident

In the year 2000, there was a food poisoning incident linked to
low-fat milk manufactured at the Osaka Plant of Snow Brand Milk
Products Co., Ltd. On June 27 of that year, the Osaka Public Health
Office received an initial report regarding a consumer suffering
from food poisoning. An investigation showed that powdered skim
milk manufactured at Snow Brand Milk Products'Taiki Plant had
become contaminated due to a power outage, and that this was
then re-dissolved to produce powdered skim milk which was used
to manufacture low-fat milk at the Osaka Plant. The food poisoning
was the result of the powdered skim milk containing enterotoxins
produced by staphylococcus aureus. The response by Snow Brand

Snow Brand Food Fraudulent Beef Labeling Incident

In the year 2002, there was an incident of fraud in which Snow Brand
Food Co,, Ltd., at the time a subsidiary of Snow Brand Milk Products,
manipulated Japan’s national BSE Countermeasures Program™ to
register cheap imported beef as domestically produced beef, thereby
fraudulently receiving subsidies through the program. The incident
came to light in a newspaper article published on January 23 of that
year. In the background of this incident was the BSE outbreak that

management and the Personnel Dept. (September).

« In conjunction with the revision of the Child Care and Family Care Leave Law, our
system was revised with content to enhance company support for childbirth and
childcare that exceeds legal requirements, such as the introduction of Postpartum
Partner Leave and making maternity leave paid for all employees.

Milk Products immediately following the incident was mishandled,
and it took time for the company to conduct a product recall and
notify consumers and the general public. As a result, 13,420 people
suffered from food poisoning. Not only did this incident cause great
distrust among consumers regarding milk, dairy products, and
processed foods in general, it also had a great impact on society

as numerous issues came to light, including the milk industry’s
interpretation of the Ministerial Ordinance on Milk and Milk Products
Concerning Compositional Standards,” and the apparent gap with
society.

occurred in 2001, which caused widespread consumer pessimism
about beef. This left the entire meat industry faced with excessive
inventory. However, the ultimate cause was the unethical thinking
of the employees and their supervisors, who instructed them to
engage in such practices. Snow Brand Food was forced to dissolve as
a company at the end of April that year, three months after the fraud
was discovered.

*1 The Ministerial Ordinance on Milk and Milk Products Concerning Compositional Standards, etc. is based on Japan'’s Food Sanitation Act.
*2 Program implemented by the Japanese government to purchase domestic beef prior to herd inspections. The program was implemented in response to an outbreak of bovine spongiform

encephalopathy (BSE), a type of disease that affects cattle.

Activities to Ensure that the Incidents Are Not Forgotten and Passing on Accounts of the Incidents

The Megmilk Snow Brand Group will not forget the food
contamination incident at Snow Brand Milk Products and the
fraudulent beef labeling incident at Snow Brand Food, and

has been holding Days of Pledging to Strongly Recognize and
Fulfill Food Responsibility every year since fiscal 2003 in June
and January, the respective months in which the two incidents
occurred. These activities were held for the 40th time in fiscal
2021 since the incidents’ occurrence in fiscal 2003. In addition,
since fiscal 2020, June activities have been held under the theme
of “what is needed to properly understand the two incidents
and prevent them from recurring,” while January activities have
been held under the theme of “solutions to social issues that the
Megmilk Snow Brand Group will address in the future to achieve

sustainable growth” | e ————
. EELTvezrLNiangn
In June, Hisa Anan, then “weanmtdrachis

external director of Megmilk

Snow Brand, gave a lecture

titled “A Philosophy is a

Promise to Society: Structure ! .

of Trust,”and in January, e | o 1
Y 1

Masatoshi UChihaShi' senior Lecture by Mr. Hisa Anan, External Director
managing director of Japan (then) in June

Dairy Association, gave a

lecture titled “Sustainability of the Dairy Farming Industry.” All
employees watched the lecture videos and exchanged opinions
during the Sustainability Group activities in July and February.
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Violation of the Plant Act, Breed Falsification and Concealment by Snow Brand Seed

Overview

An incident involving a violation of the Plant Variety Protection and
Seed Act, breed falsification, and concealment came to light in April
2018, triggered by information provided by individuals believed

to be internal whistleblowers and being pointed out by Japan’s
Ministry of Agriculture, Forestry and Fisheries, in August 2014 and
July 2017. Snow Brand Seeds conducted internal investigations
based on both pieces of information, but due to the large number
of labeling violations discovered in the relevant seed products, the
company received a Report Collection Order from Japan’s Ministry
of Agriculture, Forestry and Fisheries in February 2018.To ensure an
objective and thorough investigation, a third-party committee was
set up. The investigation discovered improper certificate labeling
and other violations of the Plant Variety Protection and Seed Act.

Efforts to Prevent Recurrence

In accordance with the recommendations of the third-party
committee, Snow Brand Seed Corporation, through its own will and
sense of responsibility, proactively formulated specific measures to
prevent recurrences along with a process chart, and it implemented
these measures by the end of March 2020 as planned. In April of the
same year, the company submitted a Report on the Implementation
of Reoccurrence Prevention Measures, etc. to the Ministry of
Agriculture, Forestry and Fisheries, which was accepted in May of
the same year.

In 2022, the April and May theme of Compliance Promotion
Activities, which are held monthly with the participation of all
officers and employees, was “activities to prevent the incident from
fading from memory,” which began in 2020.

In April, the company reflected on materials regarding the
violation of the Plant Variety Protection and Seed Act, breed
falsification, and concealment, while in May, it read the investigation
report submitted by the third-party committee. Views were
exchanged on both occasions, and efforts were made to solidify
awareness of compliance to ensure that the same mistakes would
never occur again. “Activities to prevent the incident from fading

Megmilk Snow Brand Report 2023

Additionally, it was discovered that the company had conducted
breed falsification and attempted to conceal those acts.

The third-party committee made recommendations for reforms
to corporate culture, drastic improvements and restructuring of
the governance system, measures to prevent labeling violations
and product falsification, more mobility of personnel, activation
of a hotline, etc. The company took the findings of the third-party
committee investigation report seriously and made a concerted
company-wide effort to fully implement the recommended
measures to prevent a recurrence. It announced the report both
internally and externally. The contents of the announcement were
widely reported through the media, resulting in a significant loss of
trust from customers and society.

from memory” have been established as a compliance promotion
activity theme and will continue to be implemented.

The Compliance Committee, which was established in 2018 as an
advisory body to the Board of Directors, convened in 2022 as well
and provided recommendations as an external oversight entity on
the initiatives of Snow Brand Seed Co., Ltd.

In addition, the Seed Product Information Subcommittee and
Feedstuff Product Information Subcommittee, subcommittees of
the Compliance Committee, continue to meet and have expanded
their scope to include all Snow Brand Seed Co., Ltd. products and
goods for labeling inspections.

Moreover, we conducted compliance-related e-learning for all
officers and employees, and revised the Whistleblower Rules in
accordance with the amended Whistleblower Protection Act.

With regard to the revision of the Whistleblowing Rules, the
Compliance Office explained the details of the revision while
participating in “compliance promotion activities” at all sites,
and worked to improve internal understanding and trust in the
whistleblowing system.

Risk Management

Risk Management Structure

With regard to risks that may have an unfavorable impact on management, the Megmilk Snow Brand Group has established the
Megmilk Snow Brand Group Crisis Management Basic Policy to minimize the losses incurred and to prevent or reduce adverse
impacts. The aim is to ensure stable management and maintain the Group's ability to grow in a sound and sustainable manner.

“Crisis management”is divided into the following two categories and is addressed based on the following

organization chart.

Risk Management (Prevention Efforts and Activities) Megmilk Snow Brand Group Risk Management Structure

The Group Risk Management Committee has been
established to manage the entire Group and to confirm
the direction of risk management. Each location
receives direction from the Committee, promotes risk
assessment, and manages daily risks.

Crisis Management in the Narrowest Sense
(Efforts to Minimize Damage Incurred)

In the event of a risk that has or may have a significant
impact on the Group, a task force will be established
within Megmilk Snow Brand to share information and
respond rapidly. Any risks that arise will be promptly
reported, and risk management for the entire Group will
be carried out at Risk Liaison Committee meetings held
regularly within Megmilk Snow Brand.

Quality Incident Response

Information related to product quality received via

daily customer feedback and trouble and complaint
information received from plants and stores are conveyed
to the Quality Assurance Dept. When there is a possibility
of a problem growing in seriousness, including health
risks, legal infractions, or the possibility the incident may
expand, the Emergency Quality Committee is convened
to ascertain the facts and rapidly implement necessary
response. If the results of the committee assessment
indicate the need to issue a notice of recall or other
response requiring rapid decision-making by corporate
management, a Quality Incident Response Headquarters
is established and the President serves as the Response
Headquarters General Manager, overseeing the response.

Risk Management Structure (Quality Incident Response)

Feedback or quality complaints Quality incident, product trouble, etc.
from customers ata plant or distribution site (store)
Communication Explanation
received and report
Complaint

Customer Relations Center information

\L Complaint information

Quality Assurance Dept.

Quality incident severity prediction
Health risk, legal infraction, or possibility an incident may expand

No possibility of increasing in severity] [Possibility of increasing in severity

T
: ¢ Officer responsible for qualit; General Manager,
[ st assurance Y Quality Assurance Dept.

1odarynsay

Emergency Quality Committee

Convening
Need for notice of recall

Establish Quality Incident Response Headquarters (decision on notice of recall

Manager Responsible for Group Crises
(President of Megmilk Snow Brand)
i
Group Risk Management Promotion Manager
(Officer in Charge of Megmilk Snow Brand Risk Management)
1
i
Risk Management Crisis Management in the Narrow Sense
(Prevention efforts and activities) (Efforts to minimize damage incurred)

| :‘:
’ Group Risk Management Committee ‘ General Secretariat

I l Risk Liaison Response |
l Risk Management Secretariat l Committee Headquarters

Specialist Secretariat

Megmilk Snow Brand departments
and Group companies
Manager Responsible for Crises
(Megmilk Snow Brand department heads, —
Group company presidents)

Risk Management Promoter
(Designated managers)

Whistleblowing System

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 serious incidents such as legal infractions, violations
of internal regulations, and harassment claims, but also issues
such as consultation regarding work-related questions and
proposals. Whistleblowing claims brought to the hotlines are
investigated with a focus on prioritizing the protection and
privacy of the whistleblower. We use our internal sustainability
Information Journal and other media to encourage employees
to utilize the hotline.

Water Risks Countermeasures

In order to understand the impact of water risks on business
continuity, we utilized Aqueduct* to assess water risks in the
areas where Megmilk Snow Brand Group manufacturing sites
(24 sites) are located. Although Aqueduct did not identify any
locations with high water risks, the following countermeasures
were taken at sites with risks based on hazard maps for
electrical facilities (power receiving and distribution facilities),
which require a long time to restore in the event of flooding,
in accordance with an independent assessment conducted by
Megmilk Snow Brand.

© Installation of dikes to prevent flooding @ Preparation of
watertight boards € Increase of rainwater discharge capacity

*"Aqueduct Water Risk Atlas," water risk information published by the World Resources
Institute (WRI)
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The Company pursued strategic expansion of mainstay
products focusing on functional yogurt, as well as other
yogurt and cheese products. Another key component was
improving the product portfolio, both by expanding scale
and securing earnings obtained from continued marketing
investment in the Nutrition Business Sector, as well as
strategic expansion and maintenance of a foundation for
earnings in the Feedstuffs and Seed Products Business
Sector. In addition, we endeavored to fortify the Group’s
comprehensive strengths by optimizing the use of Group
management resources and enhancing productivity in the
value chain.

Although net sales increased over the previous year,
despite making price revisions and changes in capacity, the
Company was unable to absorb all of the cost increases.
These increases were due to factors such as the soaring
costs of raw materials and energy caused by exchange rate
fluctuation and the situation in Ukraine.

Net sales increased to 584.3 billion yen (up 4.6% year
on year), mainly due to higher sales in the Dairy Products
Segment, Beverage and Dessert Segment, and Feedstuffs
and Seeds Segment. Operating profit was 13.0 billion
yen (down 27.7% year on year), mainly due to increased
raw material costs and operating costs, despite our price
revisions in the Dairy Products Segment and the Beverage
and Dessert Segment. Profit attributable to owners of the
parent amounted to 9.1 billion yen (down 24.3% year on
year), mainly due to an increase in impairment loss from the
previous fiscal year, despite an increase in gains on sales of
investment securities from the previous fiscal year.

(Billion yen)
FY2021 I FY2022 I Change

Net sales 558.4 584.3 25.9
Dairy products 236.9 252.0 15.1
Beverage and dessert 239.7 241.1 13.0
Feedstuffs and seed 46.8 53.4 66.0
Other 348 37.6 27.0
<Reference> Net Sales in Nutrition Business (Reported under Dairy Products Segment)

Nutrition 17.7 19.7 2.0
Operating profit 18.0 13.0 (5.0
Dairy products 125 9.7 (2.8)
Beverage and dessert 3.6 1.6 (1.9)
Feedstuffs and seed 0.6 0.2 (0.4)
Other 1.1 1.4 0.3
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Dairy Products Segment

(Dairy Products Business and Nutrition Business Sector)

Butter sales increased from the previous year due to

efforts to expand sales for household use by improving the
manufacturing system mainly at Isobunnai Plant and Ami
Plant. Sales of butter for commercial use increased from the
previous year due to a recovery in demand from the dining
industry and hotels.

As for cheese, sales of mainstay Sakeru Cheese were
strong, and measures to stimulate demand, such as the
airing of TV commercials for 6P Cheese and increased
volume of Sliced Cheese, resulted in an increase in market
share. With regard to new cheese products, we launched
Snow Brand Hokkaido 100 Kakeru Cheese, which is made
from 100% fresh milk produced in Hokkaido, can be used in
a wide range of dishes, and has a substantial texture unique
to grain-style cheese.

Beverage and Dessert Segment

(Beverages and Desserts Business)

With regard to beverages, sales of milk were below the
previous year’s level, partly due to a rebound from the
household demand in the first half of the previous year and
partly due to price revisions in the second half of the year.
Furthermore, sales of vegetable juices struggled throughout
the year due to the decline in health consciousness, which
had been temporarily heightened due to the impact of
COVID-19. This resulted in a year-on-year decline in overall
beverage sales.

Amidst this, there was significant expansion compared to
the past year in sales of MBP Drink, which we launched with
active promotional campaigns such as TV commercials. As
for Snow Brand Coffee, through the promotion of the 60th
anniversary of its launch, new products such as small-sized
products and diluted types were actively launched, leading

Increase Decrease M Total

Fr2021 | N 15.0
|

Changes in sales unit price 6.6

Changes in sales volume 1.6

Changes in product
o 0.9
composition |

Raw materials costs (10.0)

Operating costs [ (3.8)

Adve(tising and 0.7
promotional costs

|
Fixed costs (1.0

FY2022 -—I 13.0

10 20 30
(Billion yen)

to a boost of the entire Snow Brand Coffee lineup.

As for yogurt, sales of family-use products such as Makiba
no Asa and Nachure Megumi were strong throughout the
year. However, overall sales declined from the previous
year, mainly due to a rebound against the strong growth of
Megumi Gasseri SP Strain Yogurt caused by the significant
attention it received on TV in the previous year.

Dessert performance in the segment was favorable
thanks to efforts to bolster our product lineup, such as
by launching new products as well as expanding existing
products.

Feedstuffs and Seed Segment
Overall sales in this segment increased year on year due to
higher sales prices for blended feed.

In the seed products business, grass seed sales exceeded
the previous year’s level partly due to the program for direct
payment grants for rice paddy utilization by the Ministry of
Agriculture, Forestry and Fisheries.

Although we responded to the increased costs of raw
materials and energy by revising prices, changing capacities,
and other efforts, we were unable to absorb all of these
costs in fiscal 2022, resulting in a decline in profit.

Total assets at the end of fiscal 2022 were up 8.2 billion yen
compared to the end of fiscal 2021, to 410.1 billion yen.

The main factors were our buildings and structures as
well as the increase in accounts receivable.

Liabilities at the end of fiscal 2022 stood at 194.2 billion yen,
a decrease of 1.8 billion yen compared to the end of fiscal
2021.

This was mainly due to an increase in corporate bonds
resulting from the issuance of green bonds.

Net assets increased 6.3 billion yen to 215.8 billion yen.
This was mainly due to an increase in retained earnings.

Income came to 26.8 billion yen. This represents an decrease
of 2.6 billion yen compared to fiscal 2021. This was mainly
due to a decrease in profit before income taxes.

Payments came to 19.6 billion yen. This represents a
500 million yen decrease compared to fiscal 2021. This
was mainly due to an increase in proceeds from sales of
investment securities.

Payments came to 7.2 billion yen. This represents a 3.9
billion yen decrease compared to fiscal 2021. This was
mainly due to a decrease in repayment of long-term loans
payable.

Total Assets [l Net Assets (Billion yen) M Net Cash Provided by (Used in) Operating Activities Cash Flows from Financing Activities
40 M Cash Flows from Investing Activities Free Cash Flow*
(Billion yen)
450 30
410.1 26.8
20
10
300 71
0
215.8
-10
(7.2)
150 20
(19.6)
-30
o -40
2018 2019 2020 2021 2022 (FY) 2018 2019 2020 2021 2022 (FY)

*Cash flows from operating activities + cash flows from investing activities

1

dnouo pueig mous
Awba 3y3 Inoqy

juapIsald 3y} wouy abessa {

ymmouo poddng 03 dnoJup pueig mous yjiwbapy
A)jiqeurelsng pue uoiepuno4 ay1 Aq uoneas) anjep

]

3dUeUIAA0D) djei0dio)

(

70



A DecadeofData™

FY2013 FY2014 FY2015 FY2016 | FY2017 | FY2018 | FY2019 | FY2020 | FY2021 | FY2022
I
Fiscal year
Net sales™ Million yen 544,907 549,816 578,328 587,935 596,158 603,378 613,405 615,186 558,403 584,308 v 2
Operating profit Million yen 11,241 9,381 14,004 18,753 19,363 17,230 17,998 19,780 18,059 13,054 ;% %
Profit attributable to owners of parent Million yen 2,569 3,931 15,047 12,988 13,386 10,754 12,165 14,913 12,068 9,129 % g
Earnings per share (EPS) Yen 37.88 57.95 221.81 191.48 197.36 158.64 179.71 220.64 178.70 135.18 %’ ‘%
Capital expenditures Million yen 32,732 17,593 15,090 14,680 15,915 14,448 24,388 26,651 18,798 19,582 s 5
Depreciation and amortization Million yen 13,573 14,558 14,081 15,140 15,157 15,901 16,157 15917 16,957 17,190
R&D costs Million yen 3,804 3,780 3,846 3,942 4,330 4,382 4,297 4,255 4,348 4,548 §
Net cash provided by (used in) operating activities Million yen 15,266 11,241 26,433 29,934 22,817 21,938 24,322 26,567 29,421 26,807 é
Cash flows from investing activities Million yen (35,724) (27,617) 4,567 (14,408) (11,799) (14,248) (16,629) (27,076) (20,206) (19,624) g“
Net cash provided by (used in) financing activities Million yen 20,047 14,854 (25,332) (14,376) (12,904) (7,396) (6,651) 6,771 (11,262) (7,286) g_
Free cash flow™ Million yen (20,458) (16,376) 31,001 15,526 11,017 7,690 7,693 (508) 9,215 7,183 %
End of fiscal year %
Total assets Million yen 334,775 345,597 344,194 341,507 351,240 359,445 370,434 398,650 401,890 410,130 =
Cash and cash equivalents Million yen 10,570 9,188 14,797 15,940 14,076 14,303 15,524 21,829 19,979 20,338 =
Interest-bearing debt Million yen 95,605 113,662 94,274 83,588 75,051 71,704 69,393 79,374 72,230 69,885 g nf
Net assets Million yen 116,453 122,209 132,401 145,485 157,338 168,782 178,094 198,255 209,528 215,899 ; E\
Book value per share (BPS) Yen 1,684.89 1,767.71 1,917.33 2,110.80 2,286.11 2,456.35 2,586.86 2,890.65 3,061.75 3,151.74 g §
Dividend per share Yen 30 30 30 40 40 40 40 40 60 60 §: E’
Other indicators, etc. ;5 s
Equity ratio % 34.1 347 37.8 41.9 441 46.3 47.3 49.0 515 519 S
Return on equity (ROE) % 22 3.4 12,0 9.5 9.0 6.7 7.1 8.1 6.0 44 (3
Dividend payout ratio % 79.2 51.8 13.5 20.9 203 25.2 223 18.1 33.6 444 g ?’,—
Price earnings ratio (PER) Ratio 355 24.9 12.8 16.0 14.6 17.0 13.7 10.2 1.1 13.0 _‘g" §'
Price-to-book ratio (PBR) Ratio 0.8 0.8 1.5 1.5 13 1.1 0.9 0.8 0.6 0.6 § %_
Interest coverage ratio Ratio 17.3 12.0 28.7 428 422 49.3 62.6 67.5 75.1 77.4 -OQ g
D/E ratio Ratio 0.8 0.9 0.7 0.6 0.5 0.4 0.4 0.4 03 0.3 §:,_ %
Net interest-bearing debt / EBITDA ratio Ratio 34 43 2.8 2.0 1.8 1.7 1.6 1.6 1.5 1.6 %
Strategic shareholdings™ Million yen 19,795 23,151 21,101 23,619 23,906 29,354 28,749 38,900 42,293 42,647 S
Number of stocks held Shares 100 95 93 89 81 80 76 73 71 67 é‘
Non-financial data -§
Number of employees (consolidated) 4,917 4,875 4,823 4,887 5,009 5,105 5,367 5,669 5,665 5,715 'g
Number of employees (non-consolidated) 3,130 3,090 3,009 3,033 3,132 3,142 3,144 3,161 3,134 3,118 E
F:éi‘;fo"rg:gg ti: dr)“a"ageme”t positions % - - 27 32 35 3.8 46 5.0 6.1 72 2
I::;ﬁ?:::g;?;;?:(lﬁ employees taking childcare leave % B _ B _ B _ _ 512 83.7 95.6 "
COz2 emissions %
Scope 175 Thousand tons-CO2 - - - - 122 121 115 115 146 140 2
Scope 2™ Thousand tons-CO2 - - - - 116 113 114 109 126 115 g
Scope 3 (non-consolidated) Thousand tons-C0O2 - - - - - 1,902 1,921 2,364 2,247 2,316 g—,
*1 Figures in millions of yen are rounded down to the nearest million yen, and other figures are rounded to the indicated digit. E."

*2 After applying Accounting Standard for Revenue Recognition, etc. from fiscal 2021

*3 Cash flows from operating activities + cash flows from investing activities

*4 Including deemed holdings

*5 Aggregate of eight Group companies from fiscal 2021 (Megmilk Snow Brand; Ibaraku Co., Ltd.; Kohnan Oils and Fats Mfg Co., Ltd.; Chokuhan Haisou Co., Ltd.; Michinoku Milk Co., Ltd.;
Michinoku Milk Co., Ltd.; Snow Brand Seed Co., Ltd.; Bean Stalk Snow Co., Ltd.). Figures before fiscal 2020 are non-consolidated figures.
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Company Information (asofMarch31,2023)

Megmilk Snow Brand Corporate Overview Status of the Company’s Stock Status of Stock Distribution —
Established October 1, 2009 Total number of shares 280,000,000 shares @ 100 shares or less 295 thousand shares  0.43% .
Corporate . - Total number of issued shares............. 70,751,855 shares @ 100 to 999 shares 5,891 thousand shares  8.70% 38
name MEGMILKSNOWBRAND Co. Lid: Capital 200 billion yen o pratus of Stock ') g 1 000 t0 9,999 sh 4,652 thousand shares ~ 6.87% g2
Fiscal losing date  March 31 Number of shareholders 47,532 Distribution by ' 09,972 shares . ousand shares  6.6/% @
. . Iscalyearclosingiaate’ iiarc Number of @ 10,000 to 99,999 shares 5,815 thousand shares  8.59% o 3
Production and sales of milk, No. of emplovees Shares Held 3=
Business dairy products, beverages, (co.nsolid ap;e g) 5715 100,000 to 499,999 shares 9,613 thousand shares 14.20% o3
and other foods @ 500,000 shares ormore 41,417 thousand shares 61.21% § 3
Registered 1-1, Naebocho 6-chome, Higashi-ku Stock exchange listing Tokyo Stock Ethange, o=
egistere ' ) s d Sapporo Securities Exchange @ Indivi o
head office Sapporo City, Hokkaido » Individuals 11,815 thousand shares 17.45%
) N Securities code 2270 @ Financial institutions 35,186 thousand shares 52.01% —
Head office '?'_1k' Yotsuya-Honshio-cho, Shinjuku-ku, Shareholder ledger Mizuho Trust & Banking gtatUZOf Stoék @ Other domestic companies 5,910 thousand shares ~ 8.73% =
OKyo istribution
4 trustee Co, Ltd. shareho|de,y Foreign entities 13,963 thousand shares 20.62% §
@ Securities companies 773 thousand shares  1.14% ®
. @ Others 37 thousand shares  0.05% o
External Ratings 3
(Notes) 1. Number of shares displayed rounded off to nearest 1,000 shares. 5—’
. . 2. Although the Company holds 3,066,020 shares of treasury stock, ™
| . . d557'<$ | . the Company is excluded from the above list. Y
 Platinum Kurumin % . ESGRatings 2
1 1 5_
1 1 m
' Certified by the Minister of Health, ' MSCI BBB 2023/2 >
| y |
| Labourand Welfare as an excellent ~ x " FTSE Russell 26 2023/6 ; —
. 2N Major Shareholders (Top 10
Rating and Investment ' “Childrearing Support Company.”’ oo ! =
Information, Inc. | h i Q <
' .. . Shareholder Name Shares Held (1,000 shares)  Investment Ratio (%) 32
(R&l) 1 a = %
1 1
(Issuer credit rating announced National Federation of Agricultural Cooperative Associations (ZEN-NOH) 9,237 13.64 QL0
September 2023) E Sompo 2023 E Good Career Company Award The Norimchukin Bank 5728 000 é g
' Sustainability ' in FY2022 from the Ministry © orinchuidn Ban ' : © 5
A- ' Index ‘ ' of Health, Labour and Welfare The Master Trust Bank of Japan, Ltd. (Trust account) 6,372 9.41 %‘_ g
. ) ) Sompo Sustainability Index . ) Custody Bank of Japan, Ltd. (in trust of Sumitomo Mitsui Trust Bank, Limited, 3703 5.47 o ;:{'
i AnESGindex designed by i The Company was highly evaluated trust account for retirement benefits of ITOCHU Corporation) ' - 2
1 . 1 . r el
. Sompo Asset Management Co., Ltd. Megmilk Snow Brand . forits support of employees
. Custody Bank of Japan, Ltd. (Trust Account 2,718 4.01 —
. has been continuously selected for inclusion. | independent career development. Y P ( ) T
! ! STATE STREET BANK AND TRUST COMPANY 505001 2,223 3.28 £
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K Head Office

© Kanto Regional Sales Headquarters

@ Metropolitan Sales Branch Office

@ Tokyo Sales Branch Office

&> Research and Development Center
for Daily Farming

M Customer Relations Center

Ibaraku Co., Ltd.

SI System Corporation

Snow Brand — *— Snow Brand Taiwan Co,, Ltd.

Hong Kong Co,, Ltd.

*—Snow Marketing Sdn. Bhd.

Greenservice Co., Ltd.

Cresco Corporation

Agro Snow MEGMILK SNOW BRAND SINGAPORE PTE. LTD. Kohnan Oils and Fats Mfg. Co., Ltd.
Malaysia Agro Show
Chesco Ltd.
PT. Megmilk Snow Brand
Indonegsia Chokuhan Haisou Co., Ltd.

Udder Delights
Australia Pty Ltd

Snow Brand Australia Pty. Ltd. ——

Snow Brand Seed
USA, Inc.
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Nichiraku Machinery Co., Ltd.

Belle Neige Direct Co., LTD.

Michinoku Milk Co., Ltd.

Mitsuwa Distribution Industry Co., Ltd.
Yatsugatake Milk Industry Co., Ltd.
Snow Brand Kodomo-no-Kuni Ranch
Snow Brand Seed Co., Ltd.

Snow Brand Parlor Co., Ltd.

Bean Stalk Snow Co,, Ltd.

MEGMILK SNOW BRAND Business
Solution Co., Ltd.

Mito City, Ibaraki
Shinjuku-ku, Tokyo
Hachioji City, Tokyo
Kita-ku, Tokyo

Kobe City, Hyogo
Shinjuku-ku, Tokyo
Shibuya-ku, Tokyo
Saitama City, Saitama
Chiyoda-ku, Tokyo
Osaki City, Miyagi
Saitama City, Saitama

Chino City, Nagano

Yokohama City, Kanagawa
Sapporo City, Hokkaido
Sapporo City, Hokkaido

Shinjuku-ku, Tokyo
Chiyoda-ku, Tokyo

As part of our efforts to raise funds incorporating the perspective of the SDGs, we have borrowed through sustainability-linked

loans and issued green bonds.

We concluded a sustainability-linked loan agreement* in March 2022. In ;
light of targets based on the Megmilk Snow Brand Group’s material issues, ;
we set the reduction of CO2 emissions as a sustainability performance i
target. In order to increase the credibility of our CO2 emissions figures,
we started third-party verification of CO2 emitted in FY2021.
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*Loans that link the borrower’s sustainability target (sustainability performance target) to the terms and conditions of the loan based on the borrower’s management strategy.

In order to finance measures that contribute to “reducing environmental load,” one of our material issues, we established a
Green Bond Framework in October and identified Eligible Criteria.”! In December, we issued the Megmilk Snow Brand Group’s
first green bonds, using the funds for five Eligible Projects that meet the Eligible Criteria. The following is a summary of the

status of funds allocation and impact reporting for the Eligible Projects selected for the use of the funds.

Eligible Criteria/ Summary of Eligible Projects/ Impact Reporting (Fiscal 2022)

Green Bond Principles
Eligible Categories and
Environmental Objectives

Eligible Criteria Eligible Projects

Summary and Allocation of Funds

Installation of facilities Installation of facilities « The entire amount of methane gas generated from
to convert biomass to convert biomass the methane fermentation process of biomass is
by-products generated by-products generated effectively utilized as energy for plants

Renewable Energy - Reduction of large amounts of water and CO2
emissions used in methane gas utilization and whey

processing

in the process of
recovering whey and
whey'’s useful
components into

in the process of
recovering whey and
whey'’s useful
components into [Taiki Plant]

Environmental objective:
Climate change mitigation

methane gas methane gas Allocated amount: —
- Upgraded wastewater treatment facilities to reduce
WS excess sludge
treatment facility [Taiki Plant]
capacity expansion Allocated amount: 2.04 billion yen (100% refinancing ratio)
and renewal [Isobunnai Plant]

Pollution P i Allocated amount: 1.34 billion yen (100% refinancing ratio)
O ton Investment in wastewater

Impact Reporting™

*3

[Taiki Plant]

Sludge reduction:
318tons

(reduction rate: 23%)
[Isobunnai Plant]
Sludge reduction:
492 tons

(reduction rate: 80%)
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and Control treatment facilities that

contribute to waste
(sludge) reduction

« Installed equipment to reduce the volume of sludge
by autolysis
[Noda Plant]
Allocated amount: 280 million yen (100% refinancing ratio)

Introduction of
sludge volume
reduction equipment

Environmental objective:
Pollution prevention and control

Sludge reduction:
132 tons
(reduction rate: 21%)

« Introduced a dryer that can dry sludge with less energy
« Dried sludge is sold as fertilizer

[Taiki Plant]

Allocated amount: —

Introduction of
sludge drying
equipment

*3

*1 Criteria to be eligible as a project that contributes to solving environmental problems such as global warming (green project).
*2 Calculated by comparing emissions in fiscal 2022 with those in the previous year of facility installation/renewal (the same applies to the reduction rate).

*3 Impact reporting is not available because the facility is scheduled to start operation in fiscal 2023.
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