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Editorial Policy

The Meiji Group has issued this annual report to inform
stakeholders about its business management strategies,
priority measures, and CSR initiatives.

To provide further information, we have prepared our
website.

http://www.meiji.com/global/

T —

Sustainability

Provides details about the latest measures the Group has taken

based on the CSR philosophy outlined in this annual report
Home > Sustainability

For further information,
please contact:

Meiji Holdings Co., Ltd.

Tel: +81-3-3273-4001

(Business hours: 9:00-17:00 / except Saturdays, Sundays,
and public holidays)
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B The content of this annual report is
predominantly based on
results from fiscal 2016, ended
March 31, 2017. However, the
report also includes details about
certain activities after fiscal 2016.

M Statements with respect to plans,
strategies, and future business
results that are not historical facts
are forward-looking statements.
Meiji Holdings Co., Ltd., therefore
wishes to caution that various
factors could cause actual results to
differ materially from those pre-
sented in forward-looking state-
ments. Further, unless specifically
stated otherwise, information is as
of August 2017.
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Our responsibility as
“Food and Health” professionals is to continue finding
innovative ways to meet our customers’ needs,
today and tomorrow.

Meiji Group'’s System of Principles

Group
Philosophy

Management Action
Attitude Guidelines

Management
Attitude

Five Fundamentals

1 Commit ourselves to customer-based ideas
and behaviors

2 Provide safe and reassuring high-quality products
3 Strive to always produce new value

4 Foster the development of the synergies and
capabilities of the organization and each individual

5 Be a transparent, wholesome company trusted
by the society

Group

Philosophy

Our mission is to widen the world of “Tastiness and
Enjoyment” and meet all expectations regarding
"Health and Reassurance.”

Our wish is to be closely in tune with our customers’
feelings and to always be there to brighten their
daily lives.

Our responsibility as “Food and Health” professionals
is to continue finding innovative ways to meet our
customers’ needs, today and tomorrow.

Action

Guidelines

meiji way
In order to be an essential part of our customers,
partners, and colleagues’ daily lives, we must:

1 Listen to and learn from our customers

2 Find ways to identify tomorrow’s trends and
be prepared to lead the way

3 Make our work exciting, and create exciting work

4 Have the strength and courage to confront
any issues, rather than to avoid them

5 Always believe in our team’s potential, and
make the most of its abilities
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The Meiji Group's Market Presence

The Meiji Group has established strong market positions by taking advantage of its strengths and
providing unique value to its customers. Our products offer “Tastiness and Enjoyment” as well as nutrition
and contribute to customers’ physical and emotional well-being. We market dairy products, confectioneries,
nutritional products, and pharmaceuticals that are indispensable for daily life to customers of all ages,
from infants to the elderly.
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Pharmaceutical Segment

Antidepressant Drugs
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The Meiji Group'’s Value Creation

Since our founding in 1916, as “Food and Health” professionals we have been innovating to meet our
customers’ needs by drawing on our extensive experience and accumulated knowledge and by taking
advantage of unique strengths. Because we have followed this process for 100 years, we have been
able to brighten customers’ daily lives and earn widespread recognition and endorsement—from
society and customers—for meiji as a trusted corporate brand. We will continue heightening customers’
trust in us.

(4

&
5 Wealth of
superior materials 000

and outstanding
R&D capabilities m e lj l

The Meiji Group’s Products,
Services, and Information

Tastiness, Enjoyment,
Health, and Reassurance

Marketing
and sales
capabilities

Unique Strengths

Quality that ensures safety
and reliability

Human resources

Experience and knowledge

Corporate governance
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A Message from the President

The Meiji Group will sustain growth by
creating progressive value in Food and
Health in Japan and worldwide.

Masahiko Matsuo

President and
Representative Director

Preparing the Meiji Group 2026 Vision

In 2010, the Meiji Group prepared the Meiji Group 2020 Vision as a long-term guide for the Group's business
management. Based on this vision, we are implementing the medium-term business plan “STEP UP 17,”
which covers fiscal 2015 through fiscal 2017. We have surpassed this plan’s earnings targets significantly and
grown returns to shareholders every year. As for corporate governance, we increased the number of outside
directors from two to three in June 2016. Also, in June 2017 we revised executive compensation by increasing
the percentage of performance-linked compensation and introducing a restricted stock compensation plan.
We enhanced the transparency and objectivity of business management and created a shared interest between
executives and shareholders. In this way, we have established a system that increases executives’ motivation to
accomplish management goals.

In light of the abovementioned achievements and to tackle new management challenges, we
reconsidered our long-term vision. As a result, we prepared Meiji Group 2026 Vision (outline) and announced it
in May 2017. At this juncture, however, we have only established a Groupwide vision (outline). We plan to
establish a vision for each business in fiscal 2017. We will provide details in May 2018, when announcing the
medium-term management plan for fiscal 2018 through fiscal 2020.




Our Activities
for Sustainability

Introduction Our Strategy Financial Section Corporate Information 11

Meiji Group 2026 Vision (outline)

The Meiji Group’s Target Corporate Profile
The Meiji Group will combine advantages cultivated over the past 100 years with new technology and knowledge to
create progressive value in the Food and Health fields. We will keep growing in Japan and overseas.

Meiji Group 2026 Vision Targets

Operating income growth rate Overseas sales ratio ROE

Mid—to—high single—digit CAGR 20% or more Maintain at 1 O% or more

Sustaining Growth

In preparing the Meiji Group 2026 Vision, we are focusing on following three operating environment trends.

Operating Environment Trends

1. Aging society
2. Increasing consciousness of health and disease prevention
3. Growing middle class globally

In Japan, the population is decreasing and rapidly aging, and people are increasingly interested in extending
healthy life expectancy and preventing disease. Meanwhile, some surveys indicate that the middle class* is
accounting for a larger percentage of populations of certain Asia and African countries. Consequently, as
purchasing power rises, demand for luxury food products and health-related products is expected to grow.
Finding ways to access overseas markets that promise dramatic expansion will be the key to the Meiji Group’s

long-term sustained growth.

* Social group living on US$5 or more but less than US$50 per day

Given these trends, the Meiji Group 2026 Vision sets out the following key strategies for sustaining growth.

Meiji Group 2026 Vision Key Strategies

1. Secure overwhelming advantages in 3. Create new nutritional value
core businesses 4. Address social issues

2. Establish growth foundations in
overseas markets

In Japan, our core businesses will secure overwhelming advantages, enhance profitability, and become cash
cows. Overseas, products catering to consumer health consciousness and aging societies will be our
advantages. Since we have many products with distinctive features in Japan, we can offer new value and inno-
vate and develop high-value-added overseas businesses that contribute to earnings.

We will apply advanced knowledge accumulated in the nutrition and pharmaceutical fields and utilize open
innovation to provide new nutritional value in the health and disease prevention field. We will address social issues to
enhance the physical and mental health of people worldwide and increase corporate value.

The Meiji Group will sustain growth by earning the trust of customers in Japan and worldwide while creating

progressive value in the Food and Health fields continuously.
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Realizing Sustainable Growth and Enhancing Corporate Value

Our promise and commitment for the 2026 Vision

We will combine the strengths the Meiji Group has cultivated over the past 100 years with the

latest technology and new findings. Thus we create innovative ways to meet our customers’ needs
with food and health and grow in Japan and around the world sustainably.

2013-2015 Medium-Term Business Plan
(FYE March 2013-FYE March 2015)

Higher profitability and strategic
investments for future growth

TAKE OFF 14

® Strengthen and expand existing businesses
(growth and priority businesses)

m Foster growth businesses
(new and international businesses)

® Improve profitability

Operating Income Margin

¥51 5 billion

2.6% 2.7%

\8

operetng eeme ¥36.4 billion
¥28.7 billion ¥29.9 billion
¥25.8 billion
¥20.1 billion

2010.3 2011.3 2012.3 2013.3 2014.3 2015.3
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2016-2018 Medium-Term Business Plan
(FYE March 2016-FYE March 2018)

Accelerate growth and
achieve further improvement in
profitability

STEPUP'FP

m Strengthen priority businesses and take on
challenges for future growth

= Improve profitability to withstand harsh
economic environments

= Pursue global expansion

= Evolve the management system

7.1%

¥88.3 billion

|777 billion |

2016.3 2017.3 2018.3

Our Activities

L Financial Section Corporate Information
for Sustainability

Target for

2026
Vision

Operating income level

about ¥1 20 billion

= Set up next Medium-Term Business Plan in
FYE March 2018

Operating income CAGR*
Mid to high
single-digit growth

Overseas sales ratio

2 O% or more

ROE Maintain

1 O% or more

* CAGR: Compound annual growth rate (%)

13
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Financial and Non-Financial Highlights

Net Sales Operating Income / Operating Income Margin

(Billions of yen) (Billions of yen) (%)
1,500 100 E

12424 ¥68.3

12037 (+1.5%)

1,200 3
""""""""""""""""""""""""""" -1,161.1
11265 1,148.0
900 6
600 4
300 2
0 0

133 143 133 143 153 16.3 17.3

I Operating income (Left scale)
—— Operating income margin (Right scale)

ROE EPS
(%) (Yen)
20 500

16.1

N
14.2%

425.06

400 /\

¥413.11

300
10
8.9 200 209.79
5 55 60
100 11299 129.40
0 0

133 143 153 163 17.3

133 143 153 163
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Millions of yen U.S. dollars*!
(Fiscal years ended March 31) 2013 2014 2015 2016 2017 2017
For the fiscal year
Net sales ¥1,126,520 ¥1,148,076 ¥1,161,152 ¥1,223,746 ¥1,242,480 $11,074,785
Food segment 1,001,551 1,015,265 1,021,806 1,061,398 1,082,115 9,645,383
B Pharmaceutical segment 127,361 135,105 141,338 164,542 161,620 1,440,599
Cost of sales 743,835 754,013 757,766 778,184 781,153 6,962,771
Selling, general and administrative
(SG&A) expenses 356,825 357,565 351,842 367,780 372,931 3,324,108
Operating income 25,859 36,496 51,543 77,781 88,395 787,905
Ordinary income 29,131 39,089 53,582 81,826 88,839 791,862
Profit attributable to owners of parent 16,646 19,060 30,891 62,580 60,786 541,816
Capital expenditures*? 35,275 44,407 62,152 40,078 48,670 433,824
Research and development costs 26,199 26,067 26,105 27,308 26,162 233,195
Depreciation and amortization*? 40,821 40,972 41,885 42,077 45,872 408,878
Net cash provided by operating activities 50,622 63,847 86,487 105,155 81,888 729,913
At fiscal year-end
Total assets ¥ 785514 ¥ 779,461 ¥ 877,367 ¥ 856,115 ¥ 883,895 $ 7,878,559
Total net assets 320,609 328,121 380,302 419,152 457,190 4,075,147
Yen U.S. dollars*!
Per share data**
Profit ¥ 11299 ¥ 12940 ¥ 20979 ¥ 42506 ¥ 413.11 $ 3.68
Net assets*s 2,127.28 2,175.98 2,515.26 2,777.28 3,064.91 27.32
Cash dividends 40 40 50 90 110 0.98
Ratios (%)
ROE 55 6.0 8.9 16.1 14.2
ROA 2.2 24 3.7 7.2 7.0
Other data
Energy consumption volume
(Fuel oil conversion: 1,000 kly*é.7 258 256 253 249 245
COz2 emissions (1,000 t-COz)*¢7 524 559 552 537 513
Trends in industrial waste volume (1,000t)*¢ 81 72 74 56 54
Number of employees 14,819 15,033 16,559 16,456 16,726
(Average number of part-time employees
not included in above figures) (10,919) (9,366) (10,295) (10,003) (9,654)

*1. U.S. dollar amounts are provided solely for the convenience of readers based on an exchange rate of US$1 = ¥112.19, the exchange rate prevailing on March 31, 2017.

. Figures for capital expenditures only represent property, plants and equipment based on the consolidated statement of cash flows.

. Figures for depreciation and amortization represent property, plants and equipment and intangible fixed assets based on the consolidated statement of cash flows.

. Figures per share are calculated by retroactively applying the number of shares resulting from the two-for-one stock split carried out on October 1, 2015.
. Net assets per share = (Total net assets — Non-controlling interests) + (Number of shares of common stock issued — Number of shares of treasury stock)

. Based on figures for the Meiji Group's main domestic subsidiaries.

. Re-calculated in accordance with the new standard method.
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Progress under Medium-Term Business Plan STEP UP 17

In fiscal 2015, ended March 31, 2016, we began implementing the strategies based on STEP UP 17. The
main focus of the medium-term business plan is to accelerate growth and achieve further improvement
in profitability.

Summary—Progress in STEP UP 17 Basic Policies

Strengthen priority businesses and take on challenges for future growth

Selection and concentration - Sales ratio of core products increased

Pharmaceutical:
Launched new products in core domains, contribution to income expected in and after
FYE March 2018

E Improve profitability to withstand harsh economic environments

Increased income, steady advancement of structural reforms

Pharmaceutical:
Delay in realization of strategy benefits, drastic change in business environment

n Pursue global expansion

Broke even overall for overseas businesses

Pharmaceutical:
Increased presence as income contributor

n Evolve the management system

Reviewed directors’ compensation structure

Improved management transparency and objectivity - increased number of outside directors
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Analysis of Change in Operating Income

(Billions of yen)

Increase due to increased sales _ +15.9
Impact of drug price revisions 9.2
Cost of goods sold decrease - +6.8
Change in other SG&A expenses
e g s B2

FYE March 2017 88.3

Consolidated Growth Target

STEP UP 17 targets FYE March 2016 FYE March 2017 FYE March 2018
business results business results plan

Net sales ¥1,260.0 billion ¥1,223.7 billion ¥1,242 4 billion ¥1,261.0 billion
Operating income ¥64.0 billion ¥77.7 billion ¥88.3 billion ¥94.5 billion
Operating income margin 5% 6.4% 7.1% 7.5%
ROE more than 8% 16.1% 14.2% 13.2%
Consolidated overseas sales ¥104.0 billion ¥80.2 billion ¥76.9 billion ¥80.8 billion
Investment amounts ¥188.0 billion* ¥42.3 billion ¥50.4 billion ¥66.9 billion
R&D costs ¥81.7 billion* ¥27.3 billion ¥26.1 billion ¥26.0 billion

* Cumulative 3-year total

Growth Targets by Business Segment

STEP UP 17 targets A= Lk AU FYE March 2017 FYE March 2018
business results business results plan

Net sales ¥1,080.0 billion ¥1,061.3 billion ¥1,082.1 billion ¥1,087.0 billion
= Food segment

Segment income ¥50.0 billion ¥68.2 billion ¥82.9 billion ¥84.0 billion

Net sales ¥180.0 billion ¥164.5 billion ¥161.6 billion ¥175.6 billion

= Pharmaceutical segment
Segment income ¥14.0 billion ¥10.1 billion ¥5.7 billion ¥11.0 billion
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Business Results and Strategies by Segment

Food Segment

We will maintain a balance
between sales in Japan and
overseas while increasing
sales of core products

that enjoy competitive
advantages.

Kazuo Kawamura

President and Representative Director
Meiji Co., Ltd.

L

Business Results and Plans

(Billions of yen) (Billions of yen)

1,200 100
1,082.1 1,087.0
10015 1,015.2 1,021.8 1.061.3 84.0
900 75
T 68.2
600 20
41.6
300 281 25
~19.3 ]
0 0
13.3 14.3 15.3 16.3 18.3 (Plan)
B Net sales (Left scale) Segment income (Right scale)

Other Business 26.8%

Overseas, food stuffs, livestock products,
sugar and corn sweeteners, transportation, etc.

Fresh and Fermented
Dairy Business 40.7%

epe . o
Nutritionals Business 6.8% Net S,ales Yogurt, drinking milk, beverages, etc.
Sports nutrition, infant formula, by Business

FYE March 2017

enteral formula, beauty supplements,

OTC drugs, etc.
; Processed Food Business 13.7%

. . 5
Confectlonery Business 12.0% Cheese, butter and margarine, cream,

Chocolate, gummies, chewing gum, etc. ice cream, frozen food, etc.
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FYE March 2017 Results

In fiscal 2016, ended March 31, 2017, we achieved favorable results, posting year-on-year increases of 2.0% in net sales to

¥1,082.1 billion and 21.5% in operating income to ¥82.9 billion.

Earnings grew significantly due to product mix improvement that resulted from allocating our resources to core products,

reduction of logistics costs, and decreases in raw material costs.

Allocating Our Resources to Core Products

The fresh and fermented dairy business continued to perform
well. Plain yogurt sales were up 4.1% year on year thanks to
successful marketing to create demand by proposing a vari-
ety of eating styles. Functional yogurt sales grew a significant
12.1% year on year, to approximately ¥120 billion, reflecting
continuing strong demand.

Meiji Bulgaria Yogurt

Functional Yogurts

Japan’s Yogurt Market Size* and the Meiji Group’s
Sales of Yogurt Products

(Billions of yen) (Billions of yen)
240 400.5 400

206.2 212.0
180 300
120 200
60 100
0 0

13.3 143 15.3 16.3 17.3 18.3
Target
B Yogurt products (Left scale) —— Market size (Right scale)

* Market size based on Meiji Holdings' research

Sales of Functional Yogurts

(Billions of yen)

125 11961224
100
75 .
50
25
0
133 14.3 15.3 16.3 17.3 18.3
Target
Sales of Meiji Bulgaria Yogurt
(Billions of yen)
100
80 80.3 81.6
60
40
20
0
13.3 14.3 15.3 16.3 17.3 18.3
Target
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Business Results and Strategies by Segment

Food Segment

Despite sales remaining at the same level as in the previ-
ous fiscal year, the confectionery business achieved an
impressive 44.4% year-on-year increase in operating income
and an 11.5% profit margin. The main contributors to earn-
ings were marked growth of chocolate products—for which
we focused on Health and Premium as key words—and
enhanced productivity that stemmed from reducing SKUs
(stock keeping units).

In the sports nutrition business, sales of the protein supple-
ment SAVAS rose 10.9% year on year. This was thanks to mar-
keting that highlighted the benefits of SAVAS, which
attracted customers taking up light to moderate exercise.
Enteral formula sales grew steadily, as the rising number of
people aged 75 or above continued to enlarge the market.

Overseas, the milk and yogurt businesses in China boosted
sales and improved earnings by expanding sales areas in
Shanghai, Guangzhou, Beijing, and seven other cities. The
confectionery business grew sales of Meltykiss for wedding
gifts, while the ice cream business increased sales steadily.

In the United States, overall sales were solid. Following on
from Hello Panda chocolate snacks, we began local produc-
tion of Yan Yan chocolate snacks and established flexible
supply capabilities. Consequently, we look forward to higher
sales of Meiji brand products in the country.

Cost Reduction

As part of an ongoing effort, we reduced the number of
newly introduced confectionery products to 190 SKUs in 2016.
Newly launched confectionery products in 2011 accounted
for approximately 380 SKUs. This progress led to high pro-
duction efficiency and has improved the profit margin in the
confectionery business.

Although the pace of reduction in promotional expenses
has gradually decreased, we will steadily enjoy the benefits of
reduced logistics costs. Following the reorganization of logis-
tics bases in the Nagoya area, we are now progressing in the
Kanto area. These efforts promise to produce major cost
reduction benefits from next year. We are raising logistical
efficiency nationwide and realizing benefits every year.

Chocorooms

Hello Panda

Animal Crackers

Japan's Chocolate Market Size and the Meiji Group's
Sales of Chocolate Products

(Billions of yen) (Billions of yen)

125 400
380.0

100 / 105.5 320
102.6 e
75 240
50 160
25 80
0 0

14.3 15.3 16.3 17.3 18.3

Target
B Chocolate products (Left scale) —— Market size (Right scale)

Source (Market size): e-okashi net (organization jointly established by Japan
Confectionery Wholesalers Association and All Nippon
Kashi Association)

Chocolate Kouka Meiji The Chocolate

Sales of Nutritional Products*

(Billions of yen)
60

523 53.1
40
20
0

14.3 15.3 16.3 17.3 18.3

Target

* Nutritional products: Infant formula, food for the elderly, enteral formula, etc.

Meiji Mei Balance series SAVAS
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FYE March 2018 Plans

In fiscal 2017, ending March 31, 2018, the basic strategy will remain unchanged: allocate our resources to core products and

promote structural reform. However, we expect earnings growth to soften given projections of a hike in raw material costs due to

raw material market conditions and exchange rates.

Mainstay Product Trends

The vitality of consumer spending has been diminishing since
the end of last year. Further, we are concerned about signs of
lower pricing. For example, some major convenience stores
and supermarkets announced price reductions in April 2017.
We will not reduce the price of our products. Our strategy is
to emphasize Value of our products rather than price because
lower pricing will damage our products’ brand equity. Once
the brand equity is damaged, it is very hard to recover.

Mainstay product sales trends in the fiscal year ending
March 31, 2018 will be as follows. Sales of functional yogurts
are transitioning from a rapid growth phase to one of stable
growth. We are aiming for annual growth between 3% and
5%. We will increase sales of plain yogurt steadily to ¥100
billion, the target we set previously. Since September last
year, we started selling Meiji Oishii Gyunyu 900 mL in Kyushu
areas and plan to expand the product’s sales area. Meiji Oishii
Gyunyu 900 mL is our mainstay milk brand with new packaging.
Thus we will improve profitability of the milk business. As for
chocolate, we will continue marketing aimed at further
increasing sales of premium chocolate and chocolate for
health-conscious customers. Because we are forecasting sales
growth, we need to raise chocolate production capacity in
the near future; we will consider the timing of capital invest-
ment. With the approach of the Tokyo 2020 Olympic and
Paralympic Games, the protein supplement market is likely to
expand. Therefore, we will increase production capacity for
SAVAS to cater to market demand.

For Sustained Growth

Overseas

Launched five years ago, the milk and yogurt businesses in
China are close to profitability in the fiscal year ending March
31, 2018. Consequently, we look forward to becoming profit-
able in China overall. The fact that the milk and yogurt busi-
nesses are on the cusp of profitability in only five years gives
us great confidence in the potential of China’s market.

In the United States, the profitability of the confectionery
business will improve significantly through full-fledged local
production of high-value-added Meiji brand products, Hello
Panda and Yan Yan.

In Southeast Asia, we purchased shares of respective joint
venture partners in Indonesia and Thailand, thereby making
them wholly owned subsidiaries. We will boost confectionery
buisiness futher in Southeast Asia. In the fiscal year ending
March 31, 2018, we are planning to launch new product line-
ups and accelerate business growth in both countries. In
Taiwan, infant formula sales have been surging since we
changed the local office into our subsidiary and switched to
direct sales. We believe this business has a promising future.

In these ways, the strategies for our overseas businesses
are steadily bearing fruit. Once overseas businesses move
into the black and contribute earnings in the fiscal year
ending March 31, 2018, we will grow rapidly in the future.

Structural Reform

We focus on core products and streamline product lineup
through the selection and concentration strategy. After com-
pleting reorganization of logistics bases in the Kanto area, we
will examine reorganization in the Kansai area. As the sales of
some core products grow, we will need to increase their pro-
duction capacity quickly. We will increase production efficiency
and develop stable supply systems to establish optimal pro-
duction capabilities. This will be a management task for the
medium-to-long term rather than for a single year.

In Japan and overseas, business and economic conditions are not wholly favorable. However, we believe our approach can sus-
tain growth. Specifically, we will maintain a balance between sales in Japan and overseas while increasing sales of core products
that enjoy competitive advantages. Currently, we are preparing the next medium-term management plan, covering the period

through the fiscal year ending March 31, 2021. By then, we aim to realize operating income of ¥110 billion. In May next year, we

will announce a detailed plan.



22  Annual Report 2017

Business Results and Strategies by Segment

Pharmaceutical Segment

We will continue making an
effort to ensure growth in
Japan and overseas.

Daikichiro Kobayashi

President and Representative Director
Meiji Seika Pharma Co., Ltd.

Business Results and Plans

(Billions of yen)

NHI price revisions

(Billions of yen)

20 NHI price revisions } 1
* 175.6
164.5 161.6
120 135.1 1413 1.0 12
127.3 10.0 10.1
100 83 8
6.4
50 4
0 0
13.3 14.3 15.3 16.3 18.3 (Plan)
B Net sales (Left scale) Segment income (Right scale)

Agricultural Chemicals and Net Sales

by Business
Veterinary Drugs Business 12.1% FYyE March 2017

Ethical Pharmaceuticals
Business 87.9%
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8 FYE March 2017 Results

In fiscal 2016, ended March 31, 2017, net sales of ¥161.6 billion and operating income of ¥5.7 billion were significantly below

targets and the previous fiscal year's results. This decrease was attributable to a slump in Japan’s pharmaceutical market, which

reflected the greater-than-expected National Health Insurance (NHI) drug price revisions. In addition, as we launched three new

drugs in this fiscal year, sales promotion expenses for these drugs increased significantly.

Effect of NHI Drug Price Revisions

The effect of NHI drug price revisions was ¥9.2 billion. Initially,
we planned to offset the decrease in revenues and earnings by
selling more brand-name drugs and generic drugs as well as
three newly launched drugs. However, competition became
fiercer and generic drug prices dropped significantly due to
NHI drug price revisions. Consequently, increase in sales vol-
umes did not produce revenues and earnings growth.

Annual NHI drug price revisions from the fiscal year ending
March 31, 2019 are being discussed because high medical
costs have become a serious issue for increases in Japan’s
social security expenditures. Implementation of such a system
would cause great concern in the pharmaceutical industry.

Slump and Fiercer Competition in Japan's
Pharmaceutical Market

Japan'’s pharmaceutical market slumped as a result of NHI
drug price revisions and increase in the volume of generic
drug. Competition with other companies intensified for newly
launched products. Meanwhile, in the generic drugs business,
authorized generic drugs established competitive advan-
tages. Other factors affecting the market included restrictions
on unused drug management and polypharmacy for psycho-
tropic drugs in the revisions of medical fee reimbursement.

Sales of Three Newly Launched Drugs

We marketed three brand-name drugs: SYCREST*,
BILANOA*?, and ULTIBRO*3. We assumed the sales rights of
ULTIBRO from Novartis Pharma K.K. SYCREST and BILANOA
made a slow start because of tough initial sales promotion
and a two-week limit on the prescription period during newly
launched products’ first fiscal year on the market.

*1. SYCREST: Schizophrenia drug
*2. BILANOA: Anti-allergic drug
*3. ULTIBRO: Treatment for chronic obstructive and pulmonary disease (COPD)

Increase in One-Time Expenses

R&D expenses were higher than in normal years because we
incurred significant development expenses for ziprasidone*!
and safinamide*?, which are in the late stages of clinical devel-
opment. Expenses arising from the in-licensing of BILANOA
counteracted royalty revenues resulting from the conclusion of
a safinamide out-licensing agreement with Eisai Co., Ltd.

*1. ziprasidone: Schizophrenia drug
*2. safinamide: Anti-Parkinson’s disease drug

Japan's Systemic Antibacterial Drug Market Size*

(Billions of yen)
500

400

300 274.6

200

100

0

13.3 14.3 15.3 16.3 17.3

Copyright (c) 2017 QuintilesIMS.

Calculated based on JPM from March 2013 to March 2017 MAT
Reprinted with permission

* Market scope as defined by Meiji Seika Pharma

Japan’s Antidepressant Drug Market Size*

(Billions of yen)
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Copyright (c) 2017 QuintilesIMS.

Calculated based on JPM from March 2013 to March 2017 MAT
Reprinted with permission

* Market scope as defined by Meiji Seika Pharma

Japan's Generic Drug Market Size*

(Billions of yen)
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* Market size based on Meiji Holdings' research
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Business Results and Strategies by Segment

Pharmaceutical Segment

™ FYE March 2018 Plans

In fiscal 2017, ending March 31, 2018, realizing returns on fiscal year ending March 31, 2017’s prior investments will be our main challenge.
In the current fiscal year, we will concentrate efforts on three tasks: 1) increase sales of brand-name drugs, 2) expand the
generic drug business, and 3) increase earnings of international businesses.

Increase Sales of Brand-name Drugs The Meiji Group’s Sales of Drugs for Infectious Diseases

(Billions of yen)

We will promote brand-name drugs and generic drugs with o

our Speciality and Generic, fusion strategy in the priority

fields of infectious diseases and drugs for central nervous 2 366379
system (CNS) disorders. We will grow sales by stepping up 0
promotional activities targeting large hospitals in our strate- 20
gic therapeutic fields, otolaryngology and psychiatry. In 10
Japan we will keep our No. 1 market share of systemic anti- 0
bacterial drug sales as well as the No. 2 combined market 133 143 15.3 163 17.3 183

share for antidepressant drugs and antipsychotic drugs. foroet

We will increase sales of the mainstay product REFLEX. As .
for the newly launched SYCREST and BILANOA, the lifting of Th_e Meiji Group’s Sales of Drugs for CNS Disorders
the two-week limit on the prescription period in this fiscal (ilions ofyer)

40
year will allow us to grow sales significantly. Brand-name 337 4
drugs call for the provision of highly specialized information. 30
Accordingly, our newly established Medical Science Section .
will accumulate scientific evidence to maximize product value
and garner prescriptions. 10
0
Expand the Generic Drug Business 13.3 143 15.3 163 "3 183
We will maintain the No. 1 sales of generic drugs among ’
brand-name drug companies.
Japan’s government has set out an increase in the use of The Meiji Group’s Sales of Generic Drugs
generic drugs to 80% by early 2020 as a target. Thus, annual (Billions of yen)
NHI drug price revisions are likely to lower generic drug = 425 ‘s
prices significantly. While demand will rise, stable supplies at 0 :
low prices are crucial. 30
Our strategy to increase generic drug business is to split it 2
into two categories: speciality generic drugs and essential o
generic drugs. For speciality generic drugs, our medical rep-
resentatives will promote both our generic and brand-name . P e P s P a3
drugs with our fusion strategy in the infectious diseases and Target

CNS disorders fields. As for essential generic drugs, we will
provide stable supplies of products at low prices without
using the resources of our medical representatives in the
lifestyle related diseases and gastrointestinal fields. Indian

subsidiary Medreich Limited will play a major role in this iy
effort. By importing products that Medreich manufactures at o ¢ = | 3 oo o
. . . X . TRmEE 1y 15 (KRR T
low cost, we will build a business model that can win out in s ey s ———
price competition in Japan’s generic drug market. We =i ._._J L W0a
believe it is a social responsibility for us to provide stable -
Supp“es at low prices for patients taking drugs over long Antibiotic MEIACT Antidepressant drug REFLEX Calcium channel blocker

. i AMLODIPINE TABLETS MELJI
periods of their lives.
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R&D Pipeline of Ethical Pharmaceuticals E 20183 20193 20203
‘ ME1111: In-house / Antionychomycosis Phase Il : =.

‘ ME1100 (ARBEKACIN): In-house / HABP / VABP

Phase b >

‘ OP0595: In-house / Out-licensed to F. Hoffmann-La Roche / B-lactamase inhibitor

‘ DEPROMEL (SME3110 Fluvoxamine): SSRI, Pediatric OCD / Expanded indication

‘ ME2112 (Ziprasidone): Antipsychotic

‘ ME2125 (Safinamide): In-house / Out-licensed to Eisai / Anti-Parkinson’s disease

‘ REFLEX (Org3770 Mirtazapine): Fibromyalgia treatment / Expanded indication

‘ SP-02L (Darinaparsin): Relapsed and refractory peripheral T-cell lymphoma (PTCL)

DMB-3111 (Trastuzumab biosimilar): In-house / Out-licensed to Gedeon Richter /
Breast cancer, Gastric cancer

‘ DMB-3113 (Adalimumab biosimilar): In-house / Rheumatoid Arthritis / TNF a inhibitor m:

2019.3 2020.3

+ Approve %»

R&D Pipeline of Agricultural Chemicals FYE

H Applied

‘ ME5382 (Flupyrimin): Insecticide

‘ ME5343 (Afidopyropen): In-house with Kitasato Institute / Out-licensed to BASF / Insecticide H Applied

] Aoprove ;

H Applied

‘ ANM-138 (Flometoguin): In-house / Joint development with Nippon Kayaku / Insecticide

R&D Pipeline of Veterinary Drugs FYe , 2019.3 , 20203 ,

T ey |

‘ ME5223 (Fenpicoxamid): In-house / Out-licensed to Dow AgroSciences / Fungicide

‘ ME4129: Injectable antibacterial drugs / Expanded indication

‘ ME4136: Injectable antibacterial drugs

H Applied
‘ ME4137: Injectable antibacterial drugs } H PPy
[ ME4624 (Vaccine) | : Aoply

Increase Earnings of International Businesses

The pharmaceutical markets in ASEAN countries are expand-
ing as they develop social security systems. Our subsidiaries,
PT. Meiji Indonesian Pharmaceutical Industries and Thai Meiji
Pharmaceutical Co., Ltd. will accelerate business expansion.
Further, we will expand our exporting business to Vietnam.
Medreich of India will also add ASEAN countries to its exist-
ing sales areas of Europe and Africa.

BN Japan B Overseas

Biopharmaceutical Business

Biopharmaceuticals have greater growth potential than small
molecule compounds. We established DM Bio Limited, a joint
venture with Dong-A Socio Holdings Co., Ltd. of South Korea.
DM Bio will conduct research and development focused on
biosimilars. It began Contract Manufacturing Organization
(CMO) operations for biopharmaceuticals in fiscal year ended
March 31, 2017 and plans to increase the range of products

that it manufactures.

I For Sustained Growth

In Japan, the number of people aged 75 or over is projected to rise markedly. In 2020, the number of people in this category
will surpass those aged between 65 and 74. By 2025, there will be 20 million people aged 75 or over. As the elderly increase in
number, medical and healthcare demands will grow. The sales volume of generic drugs will increase but further drug price revi-
sions will continue as the government is keen to reduce its fiscal burden in Japan.

In response to these conditions, Meiji Seika Pharma has been making an effort to ensure growth in Japan and overseas. In Japan,
we will promote brand-name drugs and generic drugs with the Speciality and Generic, fusion strategy and steadily expand sales, as
mentioned above. We will manufacture generic drugs in Medreich and provide a stable supply of high-quality products at low
prices. Thus, we will secure profits despite frequent NHI drug price revisions. In international businesses, Medreich will grow CMO
and contract development and manufacturing organization (CDMO) businesses and increase sales in the ASEAN region.

Through collaborations with academic institutions, we will use open innovation to acquire technology, discover new drug can-
didates, and build networks of contacts.
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The Meiji Group views social and environmental
issues as important management themes.

This section focuses on our main social and
environmental initiatives for sustainable growth.

For other CSR activities,

please see the Sustainability Section

of the Group's website.

http://www.meiji.com/global/sustainability/
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The Meiji Group'’s
Strengths

The Meiji Group fully

leverages unique
strengths accumulated
over many years
to create progressive value
and benefit customers.

Marketing and Sales Capabilities

Our products offer “Tastiness and Enjoyment” as well as nutrition and contribute
to customers’ physical and emotional well-being. We market dairy products, con-
fectioneries, nutritional products, and pharmaceuticals that are indispensable for
daily life to customers of all ages, from infants to the elderly.

Wealth of Superior Materials and Outstanding R&D Capabilities

A wealth of superior raw materials and outstanding R&D capabilities that maxi-
mize the benefits of these materials are indispensable in the Meiji Group's provi-
sion of new value in relation to Tastiness, Enjoyment, Health, and Reassurance.

Quality That Ensures Safety and Reliability

Based on the Meiji Group’s System of Principles, we bolster initiatives for quality
constantly to meet customers’ expectations with respect to safety and reliability.

Human Resources Supporting Growth

The personnel driving its growth are the greatest asset of the Meiji Group. In their
respective positions, diverse individuals work energetically and creatively to
advance our operations.
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Nutrition

Basic Approach

The Meiji Group’s mission is to enrich the daily lives of cus-
tomers of all ages, from infants to the elderly, by providing
them with “Tastiness and Enjoyment” as well as products that
contribute to their physical and emotional well-being.

R&D System

The Meiji Group conducts R&D in the Food segment and the
Pharmaceutical segment. In fiscal 2016, total R&D expenses
were ¥26.1 billion, up from ¥23.8 billion in fiscal 2011, when
we established our present business management system.

In the Food segment, we conduct R&D at two bases:
Tsurugashima in Saitama Prefecture and Odawara in
Kanagawa Prefecture. The R&D Division comprises five labo-
ratories—Confectionery R&D Labs., Research & Development
Labs., Food Science Research Labs., Food Technology
Research Labs., and Food Quality Research Labs. The
Research Planning Department has overall control of these
laboratories. In 2018, we will establish new laboratories in
Hachioji, Tokyo, and integrate our R&D functions. We will
consolidate in-house and external expertise and technology
and establish advanced, influential laboratories that achieve
breakthrough innovation.

In the Pharmaceutical segment, we create valuable prod-
ucts by conducting in-house R&D at a research center and
three laboratories: Pharmaceutical Research Center, CMC
Laboratories, Bioscience Laboratories, and Agricultural &
Veterinary Research Laboratories.

We have begun collaborative research efforts with aca-
demic institutions in new fields of innovative pharmaceuticals,
including autoimmune disease and cancer treatments and
regenerative medicine.

Superior Materials and R&D Capabilities

In the Food segment, we have been conducting extensive
research to offer new nutritional value to customers. Our
functional yogurts were developed through research on
lactobacilli. In the Food Science Research Labs., we have a
lactobacillus library that contains approximately 5,500 strains
of lactobacilli. Also, we have garnered considerable expertise
in relation to cocoa beans through many years of experience
in manufacturing and selling chocolate. We also conduct
research on cacao polyphenols and cocoa proteins, and we

have shown the health benefits of chocolate.

In the Pharmaceutical segment, each employee is dedi-
cated to meeting all expectations regarding “Health and
Reassurance” in accordance with the Group Philosophy. As
well as conducting research and development in the fields of
infectious diseases and central nervous system (CNS) disor-
ders, we develop generic drugs and conduct research and
development of agricultural chemicals and veterinary drugs.

Provision of Products for the Health Conscious

In the Food segment, we develop products catering to health-
conscious customers. For example, we offer low-sugar / low-fat
drinking milk, yogurt, and margarine. Further, our use of food
additives complies with laws and regulations. We have low-
ered the amount of trans-fatty acids in margarine so that cus-
tomers can consume it without ingesting excessive amounts
of trans-fatty acids. We disclose the amount of trans-fatty
acids in our margarine* on our Japanese website. Through
such products, we support healthy diets.

* Our margarine products are only sold in Japan.
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Nutritional

LMl Investigating the Potential of Cacao Polyphenols

Creation

A pioneer in research on the effect of cacao polyphenols on health

Chocolate became widely available in Japan in 1877. Today, it ~ meetings, such as the

has become an everyday food not only for children but also International Symposium on
for adults. Nutrition of Chocolate and
The Meiji Group was one of the first to focus on the nutri- Cocoa, and published papers.
tional value of cocoa beans, chocolate’s main ingredient. From  Further, our Product
1993, we started research on cacao polyphenols in cocoa Development Division and
beans. Since then, many years of research have revealed the Marketing Division share infor-
chemical structure and bioavailability of cacao polyphenols mation at meetings once a Cacao liquor polyphenols
and their diverse physiological functionality. These include month. The latest research results are useful in the develop-
antioxidant, anti-inflammatory, anti-allergic, anti-arterioscle- ment of products with nutritional value, while the latest market
rotic, and anticancer properties. We have also been accumu- information benefits research activities.

lating new knowledge on cacao polyphenols through joint
research with many universities and research institutes. In
2014, we conducted a large-scale interventional clinical study.
We presented these results at conferences and academic

My mission is to provide researchers with direction and guidance so they
too develop long careers.

| have been a member of the research team since Meiji started research on cacao polyphenols.
| have conducted this research for more than 20 years. Through the research, | earned a
doctorate in agricultural science in 2008, and | received the Japan Society for Bioscience,
Biotechnology, and Agrochemistry Award for Women Corporate Researchers in 2017.

In 2014, we conducted the first large-scale intervention clinical study on the effect of choco-
late intake for Japanese. | planned the trial and was responsible for preparing protocols, data
collection, and statistical analysis. | planned the human study using the results of basic research
and animal tests. As a researcher, | found this to be a very rewarding experience.

Midori Natsume, Ph.D.

Manager The Meiji Group has more than 850 research personnel with expertise in a range of fields,
Food Science Research Laboratories q . . q q

R&D Division including agricultural science, pharmacy, and manufacturing technology. Because open and
Meiji Co., Ltd. effective communication has developed within the Group, we share information and help each

other across divisions. When | plan new research or experiments this is extremely useful because
| receive good advice and tips from those around me.

| have raised my child while continuing research on cacao polyphenols for more than 20 years
thanks to the support and cooperation of my family and coworkers. | will continue research while
providing guidance and support to young researchers in the same way that | was helped.

My mission is to provide researchers with direction and guidance so they too develop
long careers.
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Nutritional

Value
Creation

Malnutrition: A Social Issue

Japan has become a super-aging society, with more than a
quarter of its population over the age of 65. While obesity
and metabolic syndrome are attracting attention, some elderly
people suffer from malnutrition. Malnutrition means having
insufficient nutrition to be active due to inadequate intake of

Meiji's Initiatives

We conduct educational activities focused on malnutrition and
its prevention. Our goal is for the elderly to avoid malnutrition
and lead active daily lives. We hold seminars about malnutri-
tion and how to prevent it that target healthcare professionals
at in-home-care support centers, drug store employees, and
the elderly. Specifically, we explain the nutrition and meals
recommended for the elderly. Also, we explain how to make
meals that are easier to eat for elderly people who have dif-
ficulty swallowing. In fiscal 2016, more than 50,000 people
throughout Japan participated in our seminars.

suggest balanced meals.

Yasuhiro Fuji

Manager

Medical Nutritionals Department
Nutritionals Sales Division

Meiji Co., Ltd.

Educational Activities Aimed at Preventing Malnutrition

foods and protein. The elderly suffer from malnutrition
because they eat less or their diets lack variety. These habits
stem from changes in living situations or from weakening of
bodily functions with age.

Also, we are conducting research and product development
related to malnutrition. Our advantage is the unique nutrition
engineering technology that we have accumulated through
many years of research on infant formula. We design the nutri-
tion of food products for the elderly based on clinical nutrition
research focused on the elderly. Moreover, we improve exist-
ing products to make them easier to handle and drink at home.

We will help extend healthy life expectancy.

In Japan, it is not widely known that many of the elderly suffer from malnutrition. We believe
that it is important to increase awareness of malnutrition and improve the nutrition of the
elderly. We visit healthcare professionals at long-term care health facilities and in-home-care
support centers and explain the risks of malnutrition and how to prevent it. They have shown
great interest and incorporate what they have learned in their day-to-day duties. Often, the
elderly suffer from malnutrition despite thinking that they are eating enough. We tell elderly
people whose intake of essential nutrition is insufficient about the importance of meals and

We design products with customers in mind and apply the results of many years of research
on infant formula. In collaboration with doctors, we conduct research on improving the nutrition
and motor function of the elderly and use the accumulated data in product development. Other
initiatives include designing packaging for elderly people receiving nursing care at home. Our

cup-shaped container for enteral formula is slim so that the elderly can hold it easily, and we
have placed an arrow showing where to push the straw through the lid. Moreover, mindful that
some of the elderly find sucking through a straw difficult, we have included a thick straw and
adjusted the content volume to make the product easy to drink.

The basic approach to improving nutrition should be through meals. However, we believe
that our enteral formula can help elderly people with malnutrition. Our enteral formula provides
nutritional value to elderly people receiving nursing care at home and offers value to families by
giving them peace of mind. Through these activities, we will help extend healthy life

expectancy.
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B} Quality

Basic Approach

The Meiji Group will win the trust and ensure the satisfaction
of customers by providing safe, high-quality products and
services and appropriate information.

Food Segment

Quality Control

In the Food segment, we have established an original quality
management system “Meiji Quality Communication.” The
system includes the Quality Policy, Quality Assurance
Regulations, and Quality Assurance Standards. Each func-
tional division—development and design, procurement,
manufacturing, logistics, and sales and communications—
conducts operations based on the Quality Policy. Quality
Assurance Regulations stipulate important items for maintain-
ing quality, and Quality Assurance Standards detail specific
duties and assessment criteria.

The Food segment applies “Meiji Quality Communication”
and conducts stringent quality control under a system that is
integrated from raw material procurement through to sales.

Our hygiene control system is based on the Hazard
Analysis and Critical Control Point system. Some of our
production lines have received Global Food Safety Initiative
and other third-party certification.

In addition, we conduct various testing of products before
shipment, including physical and chemical tests. Through a
range of tests, we check that products have been manufac-
tured in accordance with established procedures.

Quality Policy

We intend to widen the world of “Tastiness and
Enjoyment,” meet all expectations regarding “Health
and Reassurance,” and provide all our customers with
our “Promised Quality,” thus producing shared value.

As "Food and Health” professionals with a dedication
to food quality and safety, we believe our responsibility is
to meet all of our customers’ expectations by following
the principles below.

1. We promise to enforce strict quality assurance at every
step of our food chain by implementing the best system
possible in each department and for every product in
order to ensure our “Promised Quality.”

2. We promise to maintain a close relationship with our
customers and immediately respond to customer
inquiries, questions, or concerns. We also promise to
maintain the trust of our customers by understanding
their expectations and constantly striving to satisfy
their needs and expectations.

3. We promise to comply with all applicable laws and
regulations and provide high-quality, safe products
and services.

Quality Assurance Advancement System

In the Food segment, the Meiji Quality Comm Review Meeting
leads quality assurance advancement activities. Held biannu-
ally and chaired by the president and representative director
of Meiji Co., Ltd., the meeting checks the progress of quality-
related initiatives and discusses measures to address issues.
Further, the Food segment’s Meiji Food Safety Committee is
chaired by the Director of the R&D Division and discusses a
wide range of topics approximately twice a year. The commit-
tee invites experts in such fields as food chemicals and micro-
organisms to identify and reduce food risks.

Also, in the Food segment, members of one of the special-
ized teams in the Quality Department audit compliance with
Quiality Assurance Regulations based on a checklist. The audits
identify issues and enhance quality assurance capabilities.

Submits food safety recommendations

Meiji Quality Comm Review Meeting

(biannual) Meiji Food Safety Committee
Chairperson: President and Chairperson: Director, R&D
representative director of Meiji Co., Ltd. Division

Secretariat: Quality Management
Division, Quality Auditing Department

Meiji Quality Comm Planning
Liaison Committee

Overall control: Director,
Quality Management Division

Divisions and operating bases
(Implement “Meiji Quality
Communication” policy)

Quality
Policy

Quality Assurance
Regulations

Quality Assurance Standards
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Pharmaceutical Segment

Pharmaceuticals and Medical Devices Reliability Assurance
The Pharmaceutical segment’s Reliability Assurance Policy
assures the reliability of pharmaceuticals and medical
devices. It states: “We will contribute to society by earning
the trust of patients and healthcare professionals.”

Accurate information is essential for the appropriate use of
pharmaceuticals. We make available to users all information
related to our products, which we obtain during product
development, clinical studies, and post-marketing surveillance.

Based on the Reliability Assurance Policy, we have estab-
lished the Reliability Assurance Guidelines. Based on these
guidelines, we try our best to enhance the reliability of our
products and activities.

Reliability
Assurance Policy

Reliability Assurance
Guidelines
(Supplementary)
Operational Rules of Quality
Management Review

Quality Assurance Standards

Reliability

GCP GMP GQP Gvp gpsp Standardsfor  Other
activities

Application
Documents

¢ QMS  : Quality Management System

¢ GCP  : Good Clinical Practice

* GMP  : Good Manufacturing Practice

¢ GQP : Good Quiality Practice

e GVP  : Good Vigilance Practice

e GPSP : Good Post-marketing Study Practice

Reliability Assurance Guidelines and Reliability

Assurance System

The Ministry of Health, Labour and Welfare enforces stringent
standards for all aspects of pharmaceuticals, from R&D, man-
ufacturing, and shipment through to the gathering of infor-
mation on adverse reactions and the provision of information
on proper use.

At each operational stage, we have established original
standards and manuals based on laws and regulations. We
ensure the reliability of data and information through rigorous
efforts to conduct appropriate tests and gather accurate data
from them. Moreover, the Reliability Assurance Policy is also
applicable to Group companies.

The Reliability & Quality Assurance Division ensures reli-
ability by conducting internal audits, as required, of compli-
ance with standards and policies based on the Reliability
Assurance Policy. The division is independent from R&D, pro-
duction, and sales departments. In this way, we have estab-
lished a system that ensures reliability through objective
assessment.

We have established Operational Rules of Quality
Management Review. This is a system that achieves continu-
ous improvement through plan-do-check-act cycles aimed at
not only ensuring but also enhancing product reliability.

Based on the Quality Assurance Policy, the Pharmaceutical
segment ensures quality globally. In these activities, we
assure quality across the entire supply chain, from raw mate-
rial procurement and manufacturing through to distribution
and the post-marketing gathering of information on side-
effects. For example, we visit not only our plants but also
those of manufacturing subcontractors and raw material sup-
pliers in Japan and overseas to ensure the quality of our
pharmaceuticals.

Pursuant to the relevant law, an authorized person
approves shipment to market after checking all manufactur-
ing-related records. In this way, we provide pharmaceuticals
that healthcare professionals and patients can use with com-
plete confidence.
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Quality Improvement and Personnel Development Medicine Support Center. We respond to feedback and

We foster employees’ ability

to improve operations proac- inquiries from customers, patients, and healthcare

tively. We hold meetings to share and discuss the achieve- professionals.

ments of quality improvement activities. Through such
opportunities, we develop personnel. Response to Quality-Related Incidents

Customer Help Desks

If a quality-related incident occurs, quality information is
collected from plants, affiliated companies, and respective

We believe that listening to customer feedback and learning departments in head office; summarized; and shared with
from customers is important. The Food segment operates the senior management. We take necessary measures and pre-
Customer Service Center and a Counseling Office for ventive measures rapidly.

Mothers with Infants, while the Pharmaceutical segment has a

- J

—» Flow of information
—» Value-adding activities

(  Spiralup )

ACTION
& Improvement instruction ( \

R
PLAN A . CHECK
Management review )
* Input of management * Results of pharmaceutical

ﬁ;g:‘:atgz] resources * audit/self-inspection
¢ / |ete ® Establishment/review of e Information from users
Rustolmers >  quality objectives Top Management * Implementation status of ¢ c
Aeg: aF?ry * Preparation of improve- Quality policies actions for change/ Customer ustomers

uthorities |——— ¢ plan deviation satisfaction/
\nformation + o Information of claims
provision etc. 56 regulations/guidance of
i regulatory authorities
* Improvement of the Quality Management System

* Improvement of organizations/activity process T
* Risk management

* Human resource development

adov

Yasuhiro Gyobu

Quality Assurance Department
Reliability & Quality Assurance
Division

Meiji Seika Pharma Co., Ltd.

Establishment of a Reliability and Quality Assurance System for
Medical Devices

Meiji Seika Pharma Co., Ltd. acquired a first class medical devices
marketing license, and in 2016, began the manufacture and sale |
of photodynamic therapy* (PDT) semiconductor lasers and related
devices, which are class I specially controlled medical devices. In
response, based on the Meiji Seika Pharma Reliability Assurance —
Policy, the Quality Assurance Department has established a strin-
gent quality management system for medical devices similar to
the one established for pharmaceuticals. We built a network for
close collaboration with relevant organizations with our sales,
research and development, and production divisions. Also, we
have introduced the principle of Meiji Quality at the contract man-
ufacturing facility. Our aim is to ensure the quality value of medi-
cal devices and establish a highly reliable manufacturing system.
Moreover, we are sourcing the latest information in Japan and
overseas to improve the quality management system, thereby
heightening the value of Meiji Quality. The above efforts repay the trust of patients and health-
care professionals.

We promote the appropriate use of products at medical institutions and improve them. At the
same time, in supplying products, we assess and check the appropriateness of production control
and testing for each production lot.

Laser device for photodynamic therapy
(PDT)

* PDT is a topical treatment that entails the injection of a photosensitizing agent and the use of laser light to
irradiate lesions. The photosensitizing agent has a high affinity with tumors, and the laser light causes tumor
tissue degeneration or necrosis. PDT is a minimally invasive treatment method. Meiji Seika Pharma has the drug
and the laser equipment required for PDT.
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Supply Chain

Basic Approach

At the Meiji Group, we seek to provide our customers with
high-quality, safe, and secure products. We are committed to
fair and transparent transactions and maintain compliance
with all laws and regulations. In cooperation with our part-
ners, we work to ensure that all procurement activities fulfill
our social responsibilities, including those related to human
rights and the environment.

Policies

In April 2016, we established the Meiji Group Procurement
Policy and the Meiji Group Policy on Human Rights, which are
available in Japanese and English on our website. In fiscal
2016, we conducted a survey of certain raw material and
packaging primary subcontractors and suppliers in Japan. We
checked their measures for addressing social issues and
established shared approaches.

Quality Management Framework

In the Food segment, we conduct document-based inspec-
tions and on-site audits. When concluding contracts with new
suppliers, we check whether they can supply raw materials
conforming to specifications stably. When extending con-
tracts, we visit suppliers and audit safety and quality to verify
compliance.

The Pharmaceutical segment assures quality across the
entire supply chain from raw material procurement through to
manufacturing, distribution, and post-marketing safety
management operations. In a timely and reliable manner, we
provide patients with high-quality pharmaceuticals that are
safe and reassuring.

Sustainable Procurement
We realize sustainable procurement.

The quality and quantity of raw milk largely depends on the
health and rearing environment of dairy cattle. Therefore, the
Meiji Group collaborates with dairy farmers and agricultural
cooperatives to ensure stable procurement of high-quality
raw milk. Since 2009, we have been working with dairy farm-
ers to enhance the value of raw milk. We support continuous
and prosperous development of both dairy farmers and the
dairy industry. Our key goal is to raise consumer awareness
and appreciation of dairy farming’s value. As part of these
efforts, we have been certifying and awarding dairy farms
producing “good quality milk.” Our standards for certification
include the maintenance of hygienic operations and operat-
ing environments as well as the beautification of raw milk

processing rooms and cow-sheds. As of March 2017, approxi-
mately 250 dairy farms had earned “good-quality-milk-pro-
ducing farm” certificates.

Cocoa beans, the main ingredient of chocolate, are an indis-
pensable raw material for us. Worldwide demand for cocoa
beans is rising rapidly. Therefore, we implement a program,
Meiji Cocoa Support, to support farmers, secure multiple sup-
pliers, and procure high-quality cocoa beans stably. Every year,
our research personnel and technical experts visit cocoa-pro-
ducing countries to check supply chains from farms through to
ports. We source high-quality cocoa beans by using our origi-
nal fermentation method. With local partners, we establish
seedling-supply centers and hold seminars on agricultural
technology that boosts harvests and controls plant diseases
and insect damage.

In addition, we are supporting cocoa farmers and their com-
munities by, for example, building wells, donating school sup-
plies, and supporting environment-friendly farming practices.

Our assistance program has included support for farmers
through the World Cocoa Foundation since we joined it in
2006. The foundation’s wide-ranging activities cover Africa,
Latin America, and Asia.

We will support the realization of sustainable farming to
procure high-quality cocoa beans.

Palm Oil Procurement Initiatives

The Food segment became a member of the Roundtable on
Sustainable Palm Qil (RSPO) in March 2016. By 2023, we will
change over to RSPO-certified palm oil.

Meiji Group Procurement Policy / Meiji Group Policy on
Human Rights
http://www.meiji.com/global/sustainability/

Meiji Cocoa Support
http://www.meiji.com/global/sustainability/
with-business-partners/
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Stable Procurement of Cocoa

Improving Cocoa Sustainability and

Supporting Cocoa-Producing Communities

For Meiji, stable procurement of high quality cocoa is impor-
tant to make delicious chocolate. Chocolate consumption has
been increasing worldwide. From a long-term viewpoint, how-
ever, there is concern that production of cocoa beans might
not meet the demand for a number of reasons.

Cocoa farmers face a number of challenges, such as aged
cocoa trees, difficulties in obtaining seedlings and inputs,
limited modern farming techniques, abnormal weather, and so
on. Further, some cocoa-producing countries do not have
adequate social infrastructure.

To improve sustainable production of cocoa beans, We
began Meiji Cocoa Support in 2006. Meiji personnel regularly
visit cocoa-producing communities to identify their needs and
decide on programs to offer support.

Yoshinori Doi

Associate General Manager
Technology Department
Production Division

Meiji Co., Ltd.
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Source: World Cocoa Directory 2015/2016 No. 2, International Cocoa
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Through Meiji Cocoa Support, We will Continue to Contribute to the
Sustainable Production of Cocoa.

In Ghana, as well as helping farmers learn about farming technology for boosting yields and pro-
ducing high quality cocoa beans, we help them improve everyday life in villages. The wells we
donated attract people and become the hubs of communities. Also, we are organizing art classes
for children. The future of countries and cocoa production depend on coming generations. We
began art classes as a way of fostering children’s imaginations. In Latin America, our activities
cover agricultural technology and increasing farmers’ income. For example, we provide technical
assistance on fermentation to produce high-quality cocoa beans.

As a new program in Ghana, we have opened a Meiji Demonstration Farm, where farmers prac-
tice techniques learned at seminars. Our aim is to have farmers experience a bountiful
harvest and encourage investment in farms.

As for Latin America, we have plans to distribute seedlings and establish tool banks for agricul-

ture in communities and donate school equipment and stationery for children.

We believe it is very important to
visit cocoa-producing countries and
work closely with communities and
farmers. Through Meiji Cocoa Support,
we will continue to contribute to the
sustainable production of cocoa.
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B Compliance

Basic Approach
The Meiji Group is committed to fair and transparent transac-
tions. We maintain compliance with all laws and regulations.

Compliance Advancement Measures
Employees always carry our Compliance Card, which includes
the Corporate Behavior Charter and the contact details of a
compliance counseling desk. The Meiji Group ensures strict
adherence to the Corporate Behavior Charter. At the same
time, the Group cultivates and entrenches compliance aware-
ness by enhancing in-house education and training and dis-
seminating information through the intranet.

Also, we have established in-house regulations that protect
the privacy and prohibit disadvantageous treatment of
whistleblowers.
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Compliance Card

Advertising and Promotional Activities

In advertising and promotional activities, our basic approach
is to respect laws, regulations, and corporate ethics and use fair
content and expressions to avoid false or exaggerated claims.

The Food segment has related in-house departments and
external advertising companies check the content and
expressions of advertising for issues.

In the Pharmaceutical segment, pamphlets used in promo-
tional activities targeting doctors and pharmacists are referred
to as “Product Information Summaries.” We prepare these
summaries pursuant to Guidelines for Specifying Product
Information Summaries for Prescription Drugs, stipulated by
the Japan Pharmaceutical Manufacturers Association (JPMA).

When launching brand-name drugs, we prepare product
information summaries. Then, JPMA inspects these summa-
ries and requests revisions. Once these have been reflected,
we are permitted to use the summaries. For other materials,
we have checks conducted by an internal committee that
includes university professors with expertise in pharmaceuti-
cal sciences.

Animal Welfare

We have set out a policy on animal welfare. We conduct
animal experiments after receiving approval from an internal
laboratory animal ethics committee. The experiments are
based on the 3Rs principle of reduction: using fewer animals;
replacement: seeking experiments that do not use animals;
and refinement: mitigating animal suffering.

Third-Party Certification

The Food segment has received accreditation from the
Japanese Society for Laboratory Animal Resources. The
Pharmaceutical segment has received certification from the
Japan Health Sciences Foundation.
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B} Human Resources System

Approach to Human Resources

Our approach to human resources is to foster personnel who
set innovative and ambitious goals by themselves and
achieve these goals by drawing on their expertise and the
Group's strengths. In other words, our goal is to develop indi-
viduals who realize the Group Philosophy and the meiji way
and follow our Action Guidelines.

Group Philosophy, Action Guidelines, the meiji way,
Management Attitude, and Corporate Behavior Charter
http://www.meiji.com/global/about-us/mission-and-vision/

The Meiji Group Policy on Human Rights
http://www.meiji.com/global/about-us/mission-and-vision/
pdf/Policy_on_Human_Rights.pdf

Approach to Human Resources

Foster personnel who set innovative and ambitious
goals by themselves and achieve these goals by draw-
ing on their expertise and the Group's strengths

oS

meiji way, our Action Guidelines

Increase and draw on the

Draw on expertise

Find ways to identify future
trends and be prepared to
lead the way

Set innovative and
ambitious goals

Make our work exciting,
and create exciting work

Perform duties

Have the strength and
courage to confront any
issues, rather than avoid

them

Group's strengths

Always believe in our
team’s potential, and make
the most of its abilities

Group Philosophy

Our responsibility as
“Food and Health”
professionals is to continue
finding innovative ways to
meet our customers’ needs,
today and tomorrow.

Listen to and learn from our customers
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Personnel Development

One of the fundamentals of our Management Attitude states
our approach to personnel development. It calls on the
Group to “Foster the development of the synergies and

capabilities of the organization and each individual.” In light
of our approach to human resources, the medium-term busi-
ness plan STEP UP 17 sets out basic policies for developing

the capabilities of personnel.

Basic Policies for Developing the Capabilities of Personnel

Develop personnel who have the proactive mindset—as well as the expertise, creativity, and practical
1 De . o
skills—needed to take on and achieve ambitious targets

2 Spur the Group’s expansion by growing individuals, develop independent-minded personnel who help

raise Groupwide capabilities

3 Develop personnel who fully understand the Group Philosophy and can put the meiji way into practice

at an advanced level

In Japan, we have dedicated training centers with accom-
modation facilities and a skills training center. We conduct
planned and continuing education and training at these train-
ing centers. Our programs include training on the basic
knowledge and mindset that Meiji Group new employees
need as well as training that develops employees’ qualities
and capabilities as business leaders. For example, our

training improves the ability of managers to develop their
subordinates, enhances senior management team members’
ability to energize organizations, and cultivates self-reform
among prospective business leaders.

We provide a wide variety of training programs to develop
personnel capable of working globally.

Training Programs for the Development of Personnel Capable of Working Globally

1 Self-development language courses

2 Language training in English-speaking and Chinese-speaking countries aimed at acquiring effective
language-learning methods and understanding different cultures

3 Programs that send selected personnel to business language schools to acquire practical language skills

4 Programs that inculcate perseverance, understanding of diversity, and mental toughness by sending
personnel overseas to gain firsthand experience of business customs in challenging conditions

In developing personnel who have a proactive mindset, we
support their efforts to improve their abilities.

Also, we have a self-assessment system in which employ-
ees discuss career plans and their jobs with superiors. It is a

very good opportunity for employees to think about their
work styles and careers, and we use the resulting insights
when developing employees and considering the roles to
which they are best suited.
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Diverse Employees
Our Corporate Behavior Charter calls for respect for the
diversity of employees. Further, the Meiji Group Policy on
Human Rights declares zero tolerance for discrimination.
We have more than 30 Group companies in Japan and
more than 20 overseas. In Japan and overseas, many differ-
ent employees contribute to operations in a range of work-
places. The diversity of our workforce encompasses
nationality, gender, and age as well as people with disabili-
ties, regional employees, fixed-term employees, and employ-
ees with childcare or nursing care commitments. We will

Number of Employees Overseas (Main Countries)

China

develop the human resources system and workplace condi-
tions so that each individual is motivated and fulfills
themselves.

We cultivate solidarity among Group companies worldwide
by holding Group Philosophy briefings overseas and issuing a
Group newsletter featuring events in Japan and overseas.
Moreover, employees of overseas Group companies partici-
pate in study tours of plants and research laboratories in
Japan, and we conduct personnel exchange training among
overseas and domestic employees.

Indonesia Singapore Thailand India

FYE March 2017 11,613 588 354 1,118 792 278 404 1,579
FYE March 2016 11,655 564 353 995 671 265 381 1,572
FYE March 2015 11,828 583 331 914 725 270 359 1,549

Empowerment of Female Employees

To empower female employees, we help employees to meet
work and family commitments while encouraging women to
take on diverse jobs. The aim of these efforts is to improve
corporate competitiveness.

In fiscal 2016, more than 200 employees newly registered
for childcare leave. In addition, more than 200 employees
returned to their jobs and used a reduced working-hour
system to meet parenting responsibilities. The Meiji Group is
creating an environment for employees keep realizing their
professional abilities while entering new life stages.

Also, we will steadily increase female leaders through boosting
hiring of women, career advancement training, and job rotation.

Employment of People with Disabilities

We meet the statutory employment rate for people with dis-
abilities. Moreover, we create workplaces that allow employ-
ees to fully realize their capabilities regardless of whether or
not they have disabilities. Our numerous employees with
disabilities work at more than 40 bases around Japan.

Employment Rate for People with Disabilities

FYE March 2017 2.10%
FYE March 2016 2.10%
FYE March 2015 2.13%

Retiree Reemployment

After reaching the retirement age of 60, our employees have
the option of continuing to work up to the age of 65.
Reemployed personnel guide and lead young employees
and set a good example. All applicants have been reem-
ployed since 2010.
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Human Resources
System

Akihiro Tokutome

Manager

HR Group

HR & General Affairs Department
Meiji Holdings Co., Ltd.

Uniting Employees and Advancing toward the Next Stage

The Meiji Group was established through the management integration of Meiji Seika Kaisha,
Ltd., and Meiji Dairies Corporation in 2009. After two years of preparation, we revamped the
human resources system during the operational reorganization in 2011. At this time, we began
personnel integration.

Creating a new human resources system was very difficult. Although the companies were
sister subsidiaries, they had followed different paths for many years. Consequently, they had
developed different ways of thinking. We discussed everything, from the definitions of terms
through to our approach to each system, personnel composition, and labor-management rela-
tions. At times, there were disagreements. However, two years of extensive discussions built
mutual trust. Ultimately, we reached a consensus on creating a new system befitting the Meiji
Group. To this day, those involved remain connected by the challenging tasks they shared.

Unsurprisingly, personnel integration caused tensions, but eventually integration came about
naturally in the Meiji Group. This was not because of a human resources initiative, but because
employees worked together and went through good and bad times in the same workplace. At
the time, it was tough. Looking back, however, the work was thoroughly rewarding and enjoy-
able. It was a valuable experience; | talked to people with different views, and this broadened
my horizons and led me to consider the basics of the human resources system from scratch.

We are in the seventh year since operational reorganization in 2011. Already, one in six
employees has joined the Group under the new human resources systems. | feel that the Meiji
Group is ready to advance toward the next stage. Growth in overseas markets will be a major
task in the next stage. All of the Meiji Group’s employees are competent. We will develop them
into personnel who succeed on the global stage. | want employees to drive our growth in over-
seas markets. My ambition is to make the Meiji Group a corporate group that employees and
their families can be proud of.

| am sure that Meiji Group employees will realize even greater strength.
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B Occupational Health and Safety

Basic Approach

The Meiji Group establishes safe working conditions to elimi-
nate occupational accidents. We are improving health and
safety education and increasing employees’ safety awareness
based on the view that “safety takes priority over everything.”

Policy and Management System

The Meiji Group established an Occupational Health and
Safety Policy in April 2017. We have set fiscal year targets
and started activities in businesses and at operating bases.

Meiji Group Policy on Occupational Health and Safety
http://www.meiji.com/global/sustainability/

The Environment

Basic Approach

We, the Meiji Group, in recognition of the fact that our busi-
ness operations originate from the bounty of nature, will con-
tribute to the creation of a sustainable society. To this end, we
harmonize our business activities with the global environment
and protect the environment.

Policy and Management System

Through the leadership of responsible departments and the
task force in each segment, we have introduced an environ-
mental management system. We reduce the environmental

burden associated with our business activities and ensure that

they are in harmony with the natural environment.

Occupational Accident Countermeasures
We have set up the Health & Safety Committee. If an occupa-
tional accident occurs, we investigate the cause, share infor-
mation, and take Groupwide measures to prevent recurrence.
The Meiji Group conducts in-house training to prevent
occupational accidents. We conduct health and safety train-
ing for new employees and for each operating base, includ-
ing plants and sales bases.

Occupational Accident Occurrence

To eliminate occupational accidents, we increase the safety
awareness of employees at each site and reduce risks associ-
ated with objects, equipment, and operations in collabora-
tion with partner companies.

Rate of lost-worktime injuries
(permanent employment basis, Japan)

0.42 YE March 2017)

Coverage:
Plants and research laboratories in Japan (excluding Meiji Feed Co., Ltd.,
and OHKURA Pharmaceutical Co., Ltd.)

Rate of lost-worktime injuries:
Lost-worktime accidents + total labor hours x 1 million

Third-Party Certification

ISO 14001: Multisite
Eco-Action 21: Eight Group companies

Food segment

Pharmaceutical segment 1SO 14001: Two plants, one research
laboratory

Prevention of Global Warming

We are saving resources and energy by introducing energy-saving
equipment, improving production equipment, and changing over
to energy sources with lower CO2 emission volumes.

Targets
In response to the Paris Agreement, the Meiji Group is pre-
paring CO:z emission reduction targets for 2030.
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Reduction of Environmental Load Substances

To protect a finite global environment, the Group is reducing
waste and using resources effectively. We are managing
chemical inventories appropriately and reducing emissions of
chemical waste to minimize environmental impact.

Meiji Group Environmental Policy
http://www.meiji.com/global/sustainability/

KB} Local Communities

Basic Approach

We will conduct our business activities in compliance with the
laws and regulations of each country and region, and with
respect for their culture and customs. We will strive to deepen
our social interaction with local communities as a good corpo-
rate citizen, and to provide broad contributions to society.

Food Education

We support food education by explaining the value and
health benefits of food at various events. We conduct food
seminars for people of all generations, from children through
to seniors, and increase interest in healthy diets. In fiscal

2016, we held more than 2,900 food seminars in which more
than 130,000 people participated.

Wastewater Treatment Initiatives

To prevent water pollution, the Meiji Group has established
self-regulation by applying wastewater standards that are
stricter than those required by Japanese law. For plants and
manufacturing processes with significant drainage loads, we
reduce the environmental impact of wastewater by installing
wastewater treatment facilities. While discharging wastewater
into rivers or sewerage systems, we regulate drainage loads.

Plant Tours

Visitors to our food plants enjoy observing and learning
about production processes. In this way, we enhance their
understanding of our commitment to food safety and reliabil-
ity. Seven plants nationwide welcomed roughly 170,000 visi-
tors in fiscal 2016.

Donation

We want our business activities to benefit society. Through
The UN Refugee Agency (UNHCR), every year we donate a
portion of our Meiji Milk Chocolate sales during January and
February to a program that improves child refugees’ nutrition.
Between 2009 and 2017, we donated approximately ¥63.8
million.

Also, we support the activities of the nonprofit organization
Japan Hospital Clowns Association, which brings smiles to
children fighting diseases, children’s families, and others
involved in children’s lives.

Disaster Area Support

The northeastern part of Japan was hit by a devastating
earthquake on March 11, 2011, the Great East Japan
Earthquake. In southern Japan, a strong earthquake centered
in Kumamoto Prefecture in Kyushu occurred in the evening of
April 14, 2016, followed by a second even stronger earth-
quake in the early morning of April 16, 2016. The Meiji Group
gives donations, infant formula, confectioneries, and other
items to those in disaster areas. Other support activities
include holding such events as nutritional seminars to main-
tain the health of evacuees.

The Meiji Group participates in the support projects of the
Reconstruction Agency. To support the restoration of the
disaster areas of the Kumamoto Earthquake and the Great
East Japan Earthquake, Group companies held a market in
the Meiji Group’s hea