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This document describes the Company’s approach tagporate governance.

| Basic approach to corporate governance, capitatrsicture, corporate attributes, and
other general information

1. Basic Approach

Taking into consideration the provisions and spifithe Corporate Governance Code issued by thgolok
Stock Exchange, we have formulated a Basic Apprta€orporate Governance that our basic approagh an
policies in the area of corporate governance ieotal facilitate sustained growth and improve armporate
value over the medium and long term.

[Basic Policy]

1. Basic Approach to Corporate Governance

“Creating happiness and prosperity, together witbpbe and with society. To achieve this goal, th®®
Group will continue to embrace new challenges dy@amic way.”

Our corporate philosophy inspires us in our ongajagst to ensure proper, upstanding business geacti
and rigid compliance with relevant laws and regatet. It motivates us to constantly improve managgm
efficiency and transparency, and to promote thegsomutual benefits with all of our stakeholders,
including our customers, our employees, our busipestners, our communities, and our shareholégss.
the very cornerstone of our corporate governanbéhnis geared toward generating sustainable grawth
improving corporate value over the medium- to |oeign.

[DyDo Group Philosophy]
Creating happiness and prosperity, together widplgeand with society. To achieve this goal, the
DyDo Group will continue to embrace new challenges dynamic way.

[DyDo Group Vision]

Together with our customers.
With our high-quality products, we will offer ounstomers excitement and enhanced wellness
with distinctive delicious flavors that only DyDaug.

Together with society.
Bringing together all DyDo's resources in the en@roup's product development and corporate
activities, we will help build a rich and vibrardcety.

Together with the next generation.
We will create a “DyDo Standard” for the next geatem that transcends national borders and
conventional frameworks.

Together with our people.
We will tirelessly embrace the “DyDo Challenge”lwinging happiness to all whose lives are
touched by the DyDo Group.




The core business of the DyDo Group is DomesticeBaye Business, and considering the fact that 80%
or more of our sales for this segment come frondirenmachines in the local community, it is fairstay
that our soft drink products are a familiar partohsumers’ everyday lives. Moreover, our operatiame
conducted under a “fabless management” systemhwha&ans we have no plants of our own and instead
work in close cooperation with producers and distiors nationwide, to whom we outsource the
manufacture and delivery of our products. We cotreém our resources on more specific roles, such as
product planning and development, and vending macbperations. We have one of the industry’s most
extensive networks of vending machines, which aatained by DyDo Group employees and the
“Kyoeikai” (special vending machine operators thahdle DyDo products).

It is a rather unique business model that dependietrust of our stakeholders. As such, we believ
“happiness and prosperity together with peoplesmiety as a whole” is more than just a nice phfaise
a corporate philosophy—it is our duty, and the aderg objective of our business activities. Tottbad,
our “dynamic efforts” are founded on bedrock ofpmmate governance, a steadfast platform of traegpar
fair, swift, and bold decision-making. Moreover, e@ntinually work to improve that foundation in erd
to contribute to the benefit of our shareholders.

. How We Put the Japan’s Corporate Governance Code

(1) Securing the rights and Equal Treatment of Salders
At the DyDo Group, our corporate philosophy guidego work in close partnership with a broad
range of stakeholders. For instance, we endeaeffdctively secure the rights of our shareholdans|
to prepare an environment in which they can exertiese rights appropriately.

(2) Appropriate Cooperation with Stakeholders Offigan Shareholders
We are keenly aware that our efforts to generagamable growth and improve corporate value over

the medium- to long-term (as enshrined in our ca@ophilosophy) are reliant on the valuable
resources and contributions of a broad spectrustaseholders, including our customers, our
employees, our business partners, and our commsiniloreover, we are proud to work in close
partnership with our stakeholders, and we proagtiveorporate their feedback into the runninglod t
DyDo Group. The executives and board of directoescharged with leading the creation and
maintenance of a corporate culture that demangece$or the rights and positions of stakeholders a
firm adherence to corporate ethics.

(3) Ensuring Appropriate Information Disclosure dmensparency

In line with our policy of transparency, fairneasd long-term focus, we provide shareholders,
investors, and all other stakeholders the inforomatihey need to make informed decisions. This
includes information on our companies’ financesibess performance, management strategies and
issues, risks, and other matters relating to g@rere. Indeed, we consider our legal obligation to
disclose pertinent information promptly and appiatety to be a serious matter. In addition, howgver
we are also eager to publish information that eraxges correct understanding of the DyDo Group to
the furthest possible extent.

(4) Responsibilities of the Board
The board of directors seeks to discharge its respiity and accountability to shareholders by
pursuing a three-pronged strategy for consisteptarement of the group’s earning power and capital
efficiency so as to achieve sustainable growthiamiove corporate value over the medium- to
long-term. Those three facets are: 1) set the titreéor implementation of the group’s corporate
strategy; 2) establish a platform for executivetat@ calculated risks; and 3) institute effective,
independent, and objective oversight of executarekdirectors.

(5) Dialogue with Shareholders
Constructive dialogue with shareholders is an irtiggart of our IR strategy, which is geared toward
our goal of sustainable growth and improved corgovalue over the medium- to long-term. Such
communication not only fosters correct understagdinthe DyDo Group, but it also generates valuable
feedback that serves as a frank appraisal of oarttustworthiness and corporate value.



[Reasons for not implementing certain principles oflapan’s Corporate Governance Code]
Updates have been made to the following.

[Updated Content]

Principle 1.4: Cross-Shareholdings

Supplementary Principle 4.2.1: Use of objective madsparent procedures for remuneration systeigrides
and determination of actual remuneration amounts

Supplementary Principle 4.3.2: Appointment of tiedCthrough objective, timely, and transparent pdoces
Supplementary Principle 4.10.1: Involvement and@from independent directors in the examinatibn o
such important matters as nominations and remuaeray establishing an independent advisory conemitt
Principle 4.11: Creation of Board Balanced in Knesdge, Diverse in Gender and International Expeeenc
and of an Appropriate Size

Principle 5.2: Identification of Company’s Cost@é#pital, Articulation of Earnings Plans and CapRalicies,
Presentation of Targets for Profitability and Calpifficiency, Review of Business Portfolio and &le
Explanation to Shareholders about Fixed Asset Invesst Policies and Plans and Other Matters

Supplementary Principle 1.2.5

Treatment of institutional investors who own sharesn the name of a trust bank ghintaku ginko)
and/or custodial institutions and express a wish iadvance to exercise their voting rights at the
General Meeting of Shareholders

Because voting rights at the General Meeting of&t@ders are held by entities that are includeat in
registered on the list of shareholders as of the dfarecord, we do not allow institutional investevho
own shares in the name of a trust bank or othdétutien to attend, exercise their voting rights@tpose
questions at the General Meeting of Shareholders.

Due to the large number of administrative issuss@ated with implementation of this principle, we
have decided to study it in the future after clamid future trends.

Principle 1.4

Cross-Shareholdings

We annually assess whether or not to hold eadhiéhgl cross-shareholding.

The results of the most recent assessment, whashcenducted at the December 5, 2018 meeting of the
Board of Directors, showed either stable and orgoash flows or expected improvement of corporate
value with balanced risk in the medium and longntéor all business partners; as a result, a palfcy
continued holding was confirmed.

With regard to “methods for specifically assessiiggther or not the purpose of, and the benefis an
risks from, holding each individual cross-shareimads appropriate and covers the company’s cost of
capital,” as required by this principle, the Boafdirectors recognizes this as an issue requitnigper
discussion.

Principle 1-4-1
Response to Cross-Shareholder Indication of Interib Sell

When cross-shareholders indicate their intentiosell their shares, we do not hinder the saleé®f t
cross-held shares by, for instance, implying aip@sseduction of business transactions.

However, in cases where parties which are crogsehkblders for the purpose of business cooperation
indicate their intention to sell their shares, weagnize the need to consider revising cooperatiagions
based on economic rationality.

Principle 2-6
Roles of Corporate Pension Funds as Asset Owners

Because the management of corporate pension fonpdets stable asset formation for employees and
our own financial standing, we ensure that poténtaflicts of interest between pension fund beriafies
and our company are appropriately managed by dimigusind operation to a management institution and
by receiving regular reports on the status of forahagement and stewardship activities.



However, with regard to the involvement of humeasaurces and operational practices, as required by
this principle and including recruiting or assigmnioutside qualified persons, discussion of thigassill be
revisited in the future as warranted based on chnednitoring of developments.

Supplementary Principle 4.1.3
Proactive engagement in the establishment and impteentation of a succession plan for the CEO and
other top executives, and appropriate oversight ahe systematic development of succession candidates

Since assuming the position in April 2014, Tomiykdmatsu, the Company’s president, has
demonstrated strong leadership by managing the aoynpith rapid, decisive decision-making in line
with its medium- and long-term management postaget on the perspective of all stakeholders and in
keeping with the newly formulated Group Philosoplimg Group Vision.

Although we do not currently have a specific sustesplan for positions such as president, we
recognize that the cultivation of corporate offcand management positions that support the Corigpany
executive team is an important priority, and wentzhed DyDo Innovation Academy, a long-term training
program for mid-level employees, in order to caterand identify the next generation of leaders witlo
be responsible for driving the organization’s singtd growth going forward. We are working to foster
problem-solving skills, strengthen leadership, tawilitate management literacy through a combimatid
off- and on-the-job training.

For the future, the Board of Directors will appriagely supervise the implementation of initiatives
aimed at medium and long term improvement in cagovalue, including a strategic development ptain f
the next generation of corporate officers and marseg

Supplementary Principle 4.2.1 [Updated]
Use of objective and transparent procedures for renmneration system design and determination of
actual remuneration amounts

While we have not established an independentmradtéirector-led advisory committee, the members of
the Board of Directors do incorporate the advicendépendent external directors as appropriate when
deliberating about remuneration system design.

Also, while the remuneration of individual direcgos not disclosed, objectivity and transpareney ar
maintained through disclosure of an overview of penformance-based incentive system and the methods
by which the number of shares to be allocatedl®utated for recipients.

Supplementary Principle 4.3.2[Upd2t<d]
Appointment of the CEO through objective, timely, ad transparent procedures

Although we have not established an independdrtread director-led advisory committee, given that
the appointment of the CEO is the most importamattesgic decision for a company, the Board of Doext
makes appropriate use of the involvement and adficedependent, outside directors to ensure the
appointment of a qualified CEO.

Supplementary Principle 4.3.3
Establishment of objective, timely, and transparenprocedures for dismissal of the CEO

We have not established uniform evaluation stadsifar the dismissal of the CEO, nor conditions for
dismissal.

In the unlikely event that a situation arises whgdeemed objectively worthy of dismissal, sush a
legal or corporate by-law violations by the CEO ethsignificantly harm the value of the company, a
decision will be made after thorough discussiorthgyBoard of Directors with independent, outside
directors in attendance.

Supplementary Principle 4.8.2
Election of a head independent external director

Two of the six positions on our Board of Directare occupied by independent external directors, but
we do not elect a head independent external directo
In addition to the support offered to external dices by the Board of Directors Secretariat tolifzte



clear communication and coordination with the odshe Company’s executive team, we foster
collaboration with auditors and tiansayaku Board by means of such measures as regular mediiagy
are attended exclusively by independent exterrigiens.

Supplementary Principle 4.10.1[Updated]
Involvement and advice from independent directorsn the examination of such important matters as
nominations and remuneration by establishing an indpendent advisory committee

Two of the six positions on our Board of Directars occupied by independent external directors in
order to increase the accountability of the exeeuttam and increase transparency, and importaignna
such as executive and director appointment, stgpiavn, and compensation require the approvalef th
Board of Directors, on which these independentraztadirectors sit. While we have not established a
independent external director-led advisory commjtthe members of the Board of Directors do
incorporate the advice of independent externaktthrs as appropriate when deliberating about inambrt
matters.

Principle 4.11
Creation of Board Balanced in Knowledge, Diverse iiGender and International Experience and of an
Appropriate Size

Our Articles of Incorporation require seven or &wlirectors and four or fewer auditors. Curreraly;,
Board of Directors consists of six seats. We beligs size maintains the potential for meaningful
deliberation while bringing together members wiiffiedent backgrounds in terms of characteristiashsas
expertise and experience, for example directors pdssess extensive knowledge of the Company’s
businesses as well as external directors who darehéance the Company’s corporate governance by
offering highly effective oversight of the execiteam and advice concerning appropriate
decision-making by the Board from an independerggeetive. While there are currently no female or
non-Japanese directors, the current group of diregiossesses the necessary skill-set and diversity
address the challenges involved in implementingotigéc policies of the Group Mission 2030, i.e.,
innovation in the Domestic Beverage Business, esiparin overseas business development and
development of a second major source of revenaeidghrnon-drink businesses, and we believe that the
current structure of the Board, one-third of whosambers are independent outside directors, allews u
ensure an additional level of independence and-tbijg.

With regard to the composition of the Board of Dites in the medium- to long-term, our priority
moving forward is considering the recruitment ofgm®s who will bring added diversity that strengthe
the functioning and effectiveness of the Board wéE&tor in line with our business strategy develepin
and the changing needs of society.

Principle 5.2

Identification of Company’s Cost of Capital, Articulation of Earnings Plans and Capital Policies,
Presentation of Targets for Profitability and Capital Efficiency, Review of Business Portfolio and Ch
Explanation to Shareholders about Fixed Asset Invément Policies and Plans and Other Matters

The Group formulated the Group Mission 2030 by fpooating issues addressed by the current
“Challenge the Next Stage” mid-term business plathanalyzing these and other medium- and long-term
changes in the business environment as eitheroisikasiness opportunities that will exert a sesiou
impact on its business model.

The mission, which has been formulated to facditae implementation of the Group Philosophy and
Group Vision as the Company moves toward and be20B30, identifies the Group’s mission and direction
in each of four areas, providing a roadmap foratigievement of each.

Specifically, it divides the run-up to 2030 intodlh phases—a platform-strengthening and investment
stage, a growth stage, and an achievement stagie\Byoping highly competitive business models
through the implementation of business strategiesch stage, the Group will build a robust busines
portfolio characterized by high growth, profitabjliand efficiency.

Based on a recognition that two significant chgkes for improving the Group’s capital productivity
are improving profit margins and increasing totdet turnover, we have established clear standatiis
the basic policies of the Group Mission 2030 fosihass segment operating profit margin targets and,
part of the Mid-term Business Plan 2021 governimgfirst phase of the Mission, we are cultivating



sustained growth and medium- to long-term corporalee enhancement via a strategy focused on
improving profitability and active investment intfwe growth.

The Mid-term Business Plan 2021 represents a phatiirengthening and investment stage intended to
lay the foundation for realizing the vision settfon the Group Mission 2030. Through a combinabbn
cash flow maximization and active growth stratedyamcement without fixed, quantitative targetstfar
three-year period it covers, the Mid-term Businekss 2021 offers principal performance indicator
guidelines and provides policies for setting sirfigdeal year targets in response to changes ibulséess
environment and priority strategy and investmerattegly progress.

[Disclosures in accordance with the principles ofapan’s Corporate Governance Code]
Updates have been made to the following.

[Updated Content]

Principle 1.4: Cross-Shareholdings

Principle 3.1: Full Disclosure

Principle 4.8: Effective Use of Independent Diresto

Principle 4.9: Independence Standards and Quadlditéor Independent Directors

Supplementary Principle 4.11.1: Approach to theaVéalance of knowledge, experience, and skill as
well as the diversity and size of the Board of Dioes

Supplementary Principle 4.11.2: Concurrent sericefficers of other listed companies on the Conyfsan
Board of Directors oKansayaku Board

Supplementary Principle 4.11.3: Analysis and eu@naof the overall effectiveness of the Board of
Directors and overview of the results of the same

Principle 5.1: Policy for Constructive Dialogue wBhareholders

[Additions]
Principle 4.10: Use of Optional Approach

Principle 1.3
Basic Strategy for Capital Policy

Our basic approach to capital policy is to maintaid continue the stable allocation of capitahim t
challenging business environment in which the Carmgpaperates while working to ensure effective use o
capital and financial soundness. We give priontgtrategic business investments with the potetatial
lead to sustained profit growth and improved cégitigciency in the allocation of internal reseryasd
we have no specific plans concerning the acquisitictreasure stock at the current time.

In addition, a proposal to allocate retained eaymio fund contributions to the communities in vithiee
operate is proposed and approved at every Genemiiidg of Shareholders as a way for the Company to
contribute to community-oriented programs in kegpiith the Group Corporate Philosophy of achieving
happiness and prosperity together with people anigty as a whole. Going forward, we will contirtoe
give something back to the Company’s stakeholders consistent basis.

Principle 1.4

Cross-Shareholdings

(Policy and approach on reduction of cross-shadings)

We may establish strategic stakes in importanestakiers such as business partners or companies wit
which we have entered into operational alliancdseigping with a basic approach of achieving susthin
growth and increasing corporate value over the umedind long term while pursuing mutually beneficial
relationships with stakeholders.

Examples include situations where we stand to gfaible and sustained cash flow by maintaining a
good relationship over the medium and long ternmabse a partner can offer a large number of faverabl
vending machine locations, or where an operatialiahce would contribute to efforts to increase
corporate value over the medium and long term. Méarly identify the purpose of each new stake aed t
regularly verify its status following acquisitioand if it is determined that stable and ongoindn d¢svs
and improved corporate value in the medium and teng cannot be expected, reductions are performed
via sale of shares or some other, appropriate rdetho



(Content of assessment of whether or not to hatth @alividual cross-shareholding)

Assessment of whether or not to hold each indalidwoss-shareholding is performed annually.

The results of the most recent assessment, whashcenducted at the December 5, 2018 meeting of the
Board of Directors, showed either stable and orgoash flows or expected improvement of corporate
value with balanced risk in the medium and longtésr all business partners; as a result, a palfcy
continued holding was confirmed.

As of January 20, 2019, the balance for equitgstments obtained for the purpose of holding,
excluding net investments, was 16,907 million yE2,@37 million yen on January 20, 2018), with priyna
cause of increase being current price change sl TCI Co., Ltd., which are held for capitatlan
business tie-up purposes.

Also, as of January 20, 2019, the number of lisdpanies for which equity investments have been
obtained for the purpose of holding, excludingineestments, was 32 (31 on January 20, 2018), which
an increase of one company compared with the puewiear. This is due to MDD Beverage Sdn. Bhd.
being excluded from the scope of equity accounting.

(Standard on exercising voting rights deriving frorass-shareholdings)
Voting rights deriving from cross-shareholdings axercised on a case-by-case basis following an
investigation of whether this decision will damagye corporate value.

Principle 1.7
Related Party Transactions

To prevent directors, auditors, corporate officars] other company officials and major shareholders
from abusing their positions by engaging in tratisas that harm the interests of the Company or its
shareholders, competition and conflict of intetemmtsactions with officers and corporations that ar
substantially controlled by officers must be daldied and decided by the Board of Directors. Inteud
affected officers may not participate in those luklations and decisions.

Investigations to identify any transactions withediors, corporate auditors, or their close retstiare
documented, and any results including materialrin&gion, are reported to the Board of Directors.
Furthermore, the Company discloses transactiongeeei related parties in accordance with the
Companies Act, the Financial Instruments and Exgbact, and rules imposed by the Tokyo Stock
Exchange.

Principle 2-6
Content of human resources and operational practiceimplemented to ensure expected functioning of
corporate pension funds as asset owners

Because the management of corporate pension inp@ets stable asset formation for employees and
our own financial standing, we ensure that poténtaflicts of interest between pension fund beriafies
and our company are appropriately managed by eintguisind operation to a management institution layd
receiving regular reports on the status of fundagament and stewardship activities.

However, with regard to the involvement of humeasaurces and operational practices, as required by
this principle and including recruiting or assigmioutside qualified persons, discussion of thiggssill be
revisited in the future as warranted based on chnednitoring of developments.

Principle 3.1

Full Disclosure

(1) Company objectives (e.g., business principlesgjness strategies and business plans

Our Group Philosophy prioritizes “creating happsiaad prosperity, together with people and with
society,” and “to achieve this goal, the DyDo Gravuf continue to embrace new challenges in a dyimam
way” according to our slogan of “offering deliciopgoducts for sound mind and body” in line with the
DyDo Group mission of delivering products to custos

Moreover, in order to help us actualize these aspirs, in January 2019 we made it our Group Missio
“For DyDo Group to create enjoyable, healthy liféss$ for people around the world.” Based on ourupro
Mission, we are working on innovation in the Done8teverage Business, expansion in overseas
business development and development of a secojodl saaurce of revenue through non-drink businesses
in order to build a robust business portfolio cletaezed by high growth, profitability, and efficiey.



We have divided the twelve years until the 2036diiyear into three phases - a platform-strengtiteni
and investment stage, a growth stage, and an &rhént stage - and are using the three years gtartin
from fiscal year 2019 to implement Mid-term Busis&3an 2021 as the platform-strengthening and
investment stage. This Mid-term Business Plan idang of three basic policies: focusing on imprgvin
profits and implementing robust management, makidgments about business continuity to facilitate
strategic management, and implementing a growéltegly to achieve the Group Mission 2030. The
environment surrounding the DyDo Group's core lessrof vending machines is harsh, and traditional
business practices will inevitably produce dimimghreturns; nevertheless, vending machine business
will remain the core business of the DyDo Groupu§,;hwhile allowing for a certain amount of profit
reduction during the Mid-term Business Plan 2021oge we are laying the foundation for the growtida
achievement phases by investing in existing busiitesrder to facilitate its rejuvenation whileals
pursuing new investments aimed at developing anskowjor source of revenue for the Group.

The socio-economic landscape has been changingatdcaitty in recent years, particularly in Japan,
where the population is becoming significantly olded longer-lived. This is creating new markettwi
needs to be addressed. Going forward, in additidreaiting such changes as opportunities for granth
the creation of new value, we will embrace the leimgje of realizing sustained growth and increasing
corporate value over the medium and long term Imygusur business in line with the values set famth
our Group Philosophy and Group Vision to help adsltbe issues facing society.

(2) Basic Approach and Policy Regarding Corporatgednance

“DyDo Group strives to achieve happiness and pritypegether with people and society as a whote. T
realize this, we will continue our dynamic effottstake on new challenges.” Our corporate philogoph
inspires us in our ongoing quest to ensure prapastanding business practices and rigid compliaritte
relevant laws and regulations. It motivates usotostantly improve management efficiency and
transparency, and to promote the group’s mutuattitsrwith all of our stakeholders, including our
customers, our employees, our business partnarspoumunities, and our shareholders. It is the very
cornerstone of our corporate governance, whicledsey toward generating sustainable growth and
improving corporate value over the medium- to loeign.

The core business of the DyDo Group is DomesticeBsye Business, and considering the fact that over
80% of our sales for this segment come from vendiaghines in the local community, it is fair to say
that our soft drink products are a familiar partohsumers’ everyday lives. Moreover, our operatiore
conducted under a “fabless management” systemhwhé&ans we have no plants of our own and instead
work in close cooperation with producers and distiors nationwide, to whom we outsource the
manufacture and delivery of our products. We cotreémour resources on more specific roles, such as
product planning and development, and vending maocbperations. We have one of the most extensive
networks of vending machines in Japan, maintairyeldylbo Group employees and the “Kyoeikai”
(special vending machine operators that handle Dyioducts).

As such, we believe “happiness and prosperity tageatith people and society as a whole” is more tha
just a nice phrase for a corporate philosophy—aisduty, and the overriding objective of our Imesis
activities. To that end, our “dynamic efforts” doeinded on bedrock of corporate governance, afststad
platform of transparent, fair, swift, and bold dgan-making. Moreover, we continually work to impeo
that foundation in order to contribute to the bérefour shareholders.

Our executive team (consisting of the presidentrapdesentative director as well as the chairmah an
director), which consists of members of the farttilgt founded the Company, directs the Company’s
management through prompt and decisive decisioringal management stance characterized by a
medium- and long-term perspective that is basestakeholders’ positions, and conformity with its
members’ status as major shareholders of the Copheir stake totaled about 33% of the Company’s
shares (as of January 20, 2019) and is exercisedgh such means as asset management companies
under their direct control. In keeping with ouragaition that ensuring transparency and fairnesisen
decision-making process is imperative in ordentplement effective corporate governance at the
Company, we have chosen to structure the Compaayampany with &ansayaku Board. In this
organizational structure, auditors have investgasiuthority under applicable laws and regulations
audit directors’ performance of their obligatiomslaesponsibilities. By filling three of the fouzats on
the Kansayaku Board with outside corporate auditors (three oicivlare independent outside corporate
auditors), we have sought to strengthen the almfiguditors to oversee the Company’s management fr
an independent perspective. Furthermore, we haateel two independent outside directors to the @Boar
of Directors since April 2014 in order to incorprautside perspectives into our management and
enhance the Board’s ability to supervise the Coryipaperations. In this way, we’re working to inase
the accountability of top executives and to incegaansparency.



As of April 16, 2019, two of the six seats on owalgd of Directors are occupied by independent detsi
directors, with the result that independent outslidectors account of one-third of the Board ofdgiors.

(3) Board policies and procedures in determinirggrédmuneration of the senior management and disgcto
Director compensation consists of base compensatidrbonuses, and the base compensation for

individual directors is established based on ttesponsibilities. Bonuses are determined basetieon t
Company’s performance during the fiscal year instjoa. As part of our transition to a holding compa
structure effective January 21, 2017, we introduceeérformance-based incentive program that awards
Company shares in proportion to the extent to wpitiormance targets are achieved in an effort to
contribute to the Group’s sustained growth andeased corporate value over the medium and long term
The performance-based incentive program does mby &pindependent directors or the chairman of the
Board of Directors, whose positions place themranaove from the Company’s day-to-day operations.

i) Overview of the performance-based incentive proy
Under our performance-based incentive programhdtding company (DyDo Group Holdings)

contributes funds to a trust that uses those ftmélend purchases of holding company shares. Those
shares are then awarded to directors and otheeddfat the holding company and select subsidiaries
based on factors such as the extent to which peaioce targets are achieved, in accordance with
rules governing awards of shares to directors angiocate officers as established by the holding
company and those subsidiaries. In principle, tmscand other officers at the holding company and
select subsidiaries receive holding company shahes they leave the position that entitled them to
the awards.

i) Method for calculating the number of shares aled

Directors and other officers at the holding compang select subsidiaries are awarded points for
each business year based on their position anektieat to which performance targets were achieved
during each business year in the target periocht®are then converted into shares at the rataef o
share of holding company common stock per poirita{Tonversion ratio is subject to adjustment as
deemed reasonable following any stock splits, méits of shares without contribution, or reverse
splits affecting holding company shares, accordintpe ratios involved and other factors.)

On the last day of March following the end of elacdlsiness year in the target period, a certain
number of points, calculated by multiplying the dasint award for each individual’s position for
the business year that ended that January 20 byf@mance-based coefficient calculated according
to the extent to which performance targets weréeael, are awarded to directors and other officers
at the holding company and select subsidiaries pEformance-based coefficient used in the
calculation is itself calculated based on the exi@mhich each business year’s initial
consolidated-basis operating income forecast aled farecast as announced in the financial briefing
were achieved. If performance targets are not getliea performance-based coefficient of 0.0 is
used.

(4) Board policies and procedures in the appointroéthe senior management and the nomination of
directors andkansayaku candidates;

Our policies require the election of individualsayhossess extensive knowledge of the Company’s
operations and who excel in character, knowledge emergy as candidates for managing director
positions, and of individuals who possess speeédlknowledge and extensive experience along with th
ability to contribute to the enhancement of oupooate governance, for example by offering advice a
appropriate concerning decision-making by the Badidirectors from an independent perspective or by
providing highly effective supervision of the Compg& executive team, as candidates for external
director positions. Similarly, our policies requitee election of individuals who possess extensive
expertise and experience as specialists in arefisasufinance, accounting, or law and who can aaurty
audits from a highly independent and broad pergpeats candidates for external auditor positions.

The key consideration in nominations of individui@dill top executive positions is the ability to
exercise strong leadership and direction over thmgany’'s management through prompt and decisive
decision-making, a management stance charactdsizadnedium- and long-term perspective, and
consideration of stakeholders’ positions.

(5) Policies and Procedures with respect to thmidial of corporate executives
In order to increase accountability of corporateceitives and, thereby, further promote transparenc
two of the six members of the Board of Directors iadependent external directors.



In the unlikely event that a situation arises whgdeemed objectively worthy of dismissal, sush a
legal or corporate by-law violations by corporate@itive which significantly harm the value of the
company, a decision will be made after thoroughudision by the Board of Directors with independent,
outside directors in attendance.

(6) Explanation of individual nominations and appuoients based on (4)
We include a statement of the reasons for which eandidate was chosen in the notice of convatatio
of the General Meeting of Shareholders.
An explanation of the reasons used in choosinglifeetors who were appointed as of April 16, 2319
given below.

Tomiya Takamatsu

Since his appointment to the position of PresideAfpril 2014, Mr. Takamatsu has demonstrated
strong leadership by managing the Company withdrajecisive decision-making in line with its
medium- and long-term management posture baseduegrerspective of all stakeholders and in keeping
with the newly formulated Group Philosophy and Gr®lision. He has been steadily working to build
business foundations geared to achieving growtharfuture which has involved strengthening the
Group’s management. Based on this proven trackdebe is considered to be qualified for service on
the Board of Directors.

Tomihiro Takamatsu

Having guided the Company as its President fore20's; Mr. Takamatsu brings a wealth of experience
as well as a proven track record to the tableidrctarrent position as Chairman and Director, Higléu

a range of roles as appropriate, including streewgjtty the foundation of the Group’s management in
areas such as governance, deciding important issndverseeing execution of business operations.
In addition, he has worked tirelessly to revitalize local communities in which the Company does
business by orchestrating its community servicwities over many years. Based on this proven track
record, he is considered to be qualified for seran the Board of Directors.

Naoki Tonokatsu

Since joining the Company, Mr. Tonokatsu has engagénance for many years and has extensive
experience and achievements. Currently, as the®itreCorporate Officer, and General Manager of
Finance Department, he is putting effort into sooachpany management such as by building a solid
structure for the entire Group’s financial base emdttributing to improving profitability. Based onis
proven track record, he is considered to be gedlifor service on the Board of Directors.

Naoyuki Nishiyama

Mr. Nishiyama has engaged in a wide range of deutieering overall management such as corporate
strategy, strategic investment, and internationalrtess and has extensive experience and achieteemen
Currently, he is leading Group companies as thedbir, Corporate Officer, and General Manager of
Corporate Strategy Department and pursuing inigatio expand into new business domains. Based on
this proven track record, he is considered to ldified for service on the Board of Directors.

Shinji Mori (outside director)

Mr. Mori has extensive experience and an advanmesl bf specialized knowledge as an attorney, and
he has served the Company for 13 years as an @@sigorate Auditor and for five years as an
Outside Director. Based on that experience, hppsapriately carrying out his role in strengthenihg
oversight function of the Board of Directors by goanting on the Company-wide approach to risk
management, and otherwise offering advice and sliggs as to the Company’s management from an
independent perspective. Based on this proven tesxktd, he is considered to be qualified for servi

on the Board of Directors.

Although Mr. Mori has not been involved in corp@abtanagement in a manner other than that of being
an outside director/corporate auditor of the Comgard other companies in the past, the Company has
judged that he will be able to appropriately canay his duties as Outside Director for the above
reasons.

*We have submitted filings to the Tokyo Stock Exage designating Mr. Mori as an independent
external director.



Masataka Inoue (outside director)

Mr. Inoue has a wealth of knowledge and oversepsriénce in the food industry. Based on his
auditing experience in areas such as businessageueht through overseas M&As and overseas
subsidiaries, he is appropriately carrying outrbie in strengthening the oversight function of the
Board of Directors by commenting with respect ® Viewpoint on risk and returns in the course of
deliberations concerning such management issui® @¢ompany as accelerated development of the
Company’s business overseas and expanding intdaosivess domains, and otherwise offering advice
and suggestions from an independent perspectivedean this proven track record, he is considared t
be qualified for service on the Board of Directors.

*We have submitted filings to the Tokyo Stock Exaba designating Mr. Inoue as an independent
external director.

Supplementary Principle 4.1.1
Scope of authority delegated to the executive teany the Board of Directors

Our Board of Directors is the body with decisionking authority over important matters related te th
Company'’s operations and responsibility for supging those operations. The specific matters ovéctwh
it has decision-making authority and the reportiaguirements to which it is subject are set fontour
Board of Directors Rules.

The Management Meeting, whose membership condisidl-time directors and corporate officers,
serves as an advisory body for the president bygwsiog policies and plans related to the overall
management of the Company and by investigatingareking, planning, managing, communicating, and
coordinating the same.

As part of our transition to a holding company stiwe in January 2017, we transferred authority for
certain operations to group companies in ordectelerate decision-making and stimulate robust
deliberation about group strategy, business plamg.other topics by the Board of Directors.

We set forth a series of new, specific standardebiging applicable provisions of the Board of
Directors Rules, Management Meeting Rules, Managemathority Rules, and other documents.

Principle 4.8
Effective Use of Independent Directors
We have elected two independent external direttottse Board of Directors since April 2014 in ordier
incorporate outside perspectives into our manageamahenhance the Board’s ability to supervise the
Company’s operations. In this way, we're workingrtorease the accountability of top executivestand
increase transparency.

As of April 16, 2019, two of the six seats on owrad of Directors are occupied by independent aater
directors, with the result that independent extediractors account of one-third of the Board ofdators.
Moving forward, we view as a priority the recruitmef persons who will bring added diversity that
strengthens the functioning and effectiveness@Btbard of Director in line with our business spt

development and the changing needs of society.



Principle 4.9

Independence Standards and Qualification for Indepedent Directors
The Company has established the following standardsvern the independence of its Outside
Directors/Corporate Auditors.

1. Candidates may not be an individual with resjiility over operations (*1) of the DyDo Group;

2. Candidates may not have the DyDo Group as arrhaginess partner (*2) or be an individual with
responsibility over operations of a company thatthe DyDo Group as a major business partner;

3. Candidates may not be a major business partrtee ®yDo Group, or an individual with
responsibility over operations of a major busingssgner of the DyDo Group;

4. Candidates may not be a consultant, accounpiegalist, or legal specialist who receives a large
amount of money (*3) or other assets apart fronc@ffcompensation from the DyDo Group;

5. Candidates may not be a trustee or an individithlresponsibility over operations of an orgatiza
that receives donations or subsidies in excesgeftain amount (*4) from the DyDo Group;

6. Candidates may not be a major shareholder aZ@mepany (*5) or an individual with responsibility
over operations of a major shareholder of the Catyipa

7. Candidates may not be an individual with resjiwlity over operations of a certain other company
an Executive Director or full-time Corporate Auditif the Company is concurrently serving as an
outside director or outside corporate auditor af tompany;

8. Candidates must not have fallen under the gstsscribed in 1 through 7 above at any time durin
the last three years, and;

9. Candidates must not be a close relative (*&roindividual who falls under any of the statuses
described in 1 through 8 above (however, this appinly to an individual deemed an important
employee (*7) with respect to an employee describedabove).

*1 In this context, an individual with responsihjliover operations refers to an Executive Director
executive officer of the Company, or another comyfsacompany officer with responsibility over that
company'’s business operations, or individuals gplegees with the same responsibilities.

*2 In this context, a major business partner refers business partner whose payments or receitts w
respect to transactions with the DyDo Group hawveeded 2% of its total annual consolidated netsale
during the most recent fiscal year.
*3 In this context, a large amount of money reteran amount, when averaged over the last thres,yea
that is ¥10 million or more per year (for individsia or, over 2% of an organization’s consolidatedt
sales when averaged over the last three fiscas y@arorganizations).

*4 |In this context, a certain amount refers to amant, when averaged over the last three fiscakyea
that is either ¥10 million per year or 30% of tivermge annual total expenses of the organization,
whichever is larger.

*5 In this context, a major shareholder of the Camprefers to a shareholder who directly or indiyec
holds 10% or more of voting rights of the Company.

*6 In this context, a close relative refers to ausge, a relative within the second degree of kmsii a
relative residing in the same household.

*7 In this context, an important employee referamoemployee of the rank of General Manager or @bov

Principle 4.10

Use of Optional Approach

On March 15, 2019, the Board of Directors apprabedformation of an Advisory Board consisting of
roughly three outside experts not currently serd@gagutside directors or corporate auditors aduantary
mechanism to further enhance its corporate goveman

In addition to offering assessments and advice #orobjective perspective concerning issues that
demand a high level of specialized knowledge, f@neple investment decisions related to the orphan
drug business, the Advisory Board, which will advike president, is intended to further boost the
transparency of the Company’s management by incatipg outside perspectives into the execution of
strategy, for example by offering advice concernimnagement issues faced by the Group.

Supplementary Principle 4.11.1[Updated ]
Approach to the overall balance of knowledge, exp@&nce, and skill as well as the diversity and sizs
the Board of Directors



Our Articles of Incorporation require seven or few#&ectors and four or fewer auditors. Currertlyy
Board of Directors consists of six seats. We beligns size maintains the potential for meaningful
deliberation while bringing together members wittfiedlent backgrounds in terms of characteristiashsu
as expertise and experience, for example direetbespossess extensive knowledge of the Company’s
businesses as well as external directors who darehéance the Company’s corporate governance by
offering highly effective oversight of the exec@iteam and advice concerning appropriate
decision-making by the Board from an independergpeetive. Collectively, the Directors possess the
necessary skill-set and diversity to address tladieriges involved in implementing the basic posaié
the Group Mission 2030, i.e., innovation in the [xstic Beverage Business, expansion in overseas
business development and development of a secojud swurce of revenue through non-drink businesses,
and we believe that the current structure of tharBoone-third of whose members are independent
outside directors, allows us to ensure an additiewval of independence and objectivity. G{ansayaku
Board consists of four seats, of which three apeipied by outside corporate auditors (and one alwh
is occupied by a woman). These corporate auditargge independent oversight of the manner in which
directors carry out their obligations and respaitigés.

Supplementary Principle 4.11.2(Veétd
Concurrent service by officers of other listed comanies on the Company’s Board of Directors or
Kansayaku Board

We disclose information about concurrent serviceffigers of other listed companies on the Company’
Board of Directors oKansayaku Board on an annual basis in notices of convocatiche General
Meeting of Shareholders, securities reports, amparate governance reports.

As of April 16, 2019, one of the Company’s two exed directors also serves as an external audit@ar a
listed company. In addition, two of the Companifisee outside corporate auditors also serve asieutsi
directors on the audit and supervisory committea ligted company.

Supplementary Principle 4.11 .3[Updated ]
Analysis and evaluation of the overall effectivenasof the Board of Directors and overview of the
results of the same

We have evaluated the effectiveness of the BoaRirettors since FY2016, and we adopted the
following analysis/evaluation method in FY2018. Y¥eased an overview of those evaluation results on
March 15, 2019.

1. Analysis/Evaluation Method

In order to analyze and evaluate the effectivenéfise Board of Directors, during the period betwee
December 2018 and March 2019, all directors and@sdarried out a self-evaluation survey, and
individual interviews were carried out by the Seéari@t of the Board of Directors.

After that, at a meeting of the Board of Directthrat was held on March 15, 2019, in addition to
analyzing the results of the self-evaluation susyeyd in an attempt to enhance awareness regarding
present problems, constructive discussions wertreglarding these matters and future efforts thzeea
higher level of effectiveness for the Board of Rtres.

2. Evaluation Items

The self-evaluation survey form included items adding the following major topics so that
respondents could review the effectiveness wittctvitie Board of Directors deliberated and dealh wit
issues identified through the evaluation of iteefiveness during the previous year:
(1) Board agenda and operations
(2) Medium- and long-term composition of the Bobeded on Group Mission 2030
(3) Future issues in light of the Corporate GoveoeaCode

3. Overview of Analysis/Evaluation Results

On the basis of the outcome of discussions reggittie analysis of the results of the self-evalumatio
surveys, the Board of Directors of the Company ctortee conclusion that “the Board of Directors is
functioning effectively.”



[Status of improvements related to deliberation#heyBoard]
*The Board has embraced an agenda that goes beyenedreporting of results by encompassing a
consideration of operations. Time dedicated toudisions of companywide business strategy,
companywide resource allocation, and managemekgyimeasures (PDCA) increased compared to the
previous yeatr.
«In formulating Group Mission 2030, the Board watke address constraints on the amount of time
available for regular Board meetings by taking steepensure an adequate amount of time for dismssi
including by holding extraordinary Board meetingsl aneetings designed to facilitate exchanges afxie
*Outside directors were provided with informatidyoat important discussions in advance, includisg ri
analysis results and the information about theilglof business plans (purchase prices) for psgub
investments.

Directors shared an awareness of the followinggisghat will need to be addressed in the futuceder
to further boost the effectiveness of the BoarBioéctors and strengthen its ability to function:
(1) Concerning the composition of the Board overrtedium and long term, it will be necessary to
consider appointing an even more diverse groupretibrs in response to the development of the
Company’s business strategy and changes in society.
(2) Concerning materials provided to the Boardrglremains room to improve the resources offered to
directors, for example by augmenting simplifiecebirig materials with supplemental explanation of ke
considerations with regard to matters up for dismsby the Management Committee.
(3) Concerning deliberation of new investments disdussions concerning the nature and future darect
of the Company’s business portfolio, it will be eesary to engage in even deeper study of relegadss
for example with regard to the criteria that wog@ern a decision to withdraw from the investment.
(4) Concerning management of risk in the Intermatid@everage Business, it will be necessary to mria
the Company’s management and auditing structurashatding company, for example by assessing local
issues and problems in a timely manner and studyingto identify and deal with priority issues basm
the likelihood and impact of associated events.
(5) The Board will supervise implementation of i@tggic plan to train a new generation of execstive
an appropriate manner based on its recognitioheofact that hiring, retaining, and training thertan
resources that will be responsible for the nexegation is a key management issue as the Comparikg wo
to increase its corporate value over the mediumi@mgl term.

[Reference] Issues identified last year

Future issues to address in order to boost thete#mess of the Board of Directors
(as announced March 15, 2018)

(2)With regard to the makeup of the Board, we firlll members with expertise in the healthcare domai
in accordance with the Company’s management sirateg

(2)With regard to the provision of information teternal directors and auditors, we will work to yide
more information sooner.

(3)With regard to deliberations involving investrigrwe will push for enhanced explanation of asdedi
risks and returns and clarification of the critehat would prompt the Company to pull the invesime
guestion.

(4)With regard to risk management in the IntermaldBeverage Business, we will undertake additional
initiatives, for example to raise awareness ofllecaployees.

Supplementary Principle 4.14.2
Policies on the training of directors and auditors

We provide opportunities for directors and auditarsluding external directors and external auditto
gain necessary knowledge about the Company’s asssefinancials, organization, and other
characteristics and to develop an understanditigeofoles and responsibilities of directors andtatsl
when they assume their positions. We also offeetagrutives, defined as individuals serving in poss
at the corporate officer level and above, oppotiesio gain knowledge about corporate legal affair
accounting, corporate governance, capital marketsother topics and to keep their knowledge up to
date.



Principle 5.1

Policy for Constructive Dialogue with Shareholders

(1) DyDo Group Holdings strives to achieve sustdigeowth and increased corporate value over the
medium and long term by promoting constructiveaialvith stakeholders. By giving overall
responsibility for dialog with stakeholders to fhresident and having the general manager of the
Corporate Communications Department (Informatiomdgement Officer) pursue dialog with specific
purposes, the Company strives to build trust withcsures that bring stakeholder voices to beatson
management.

(2) The Corporate Communication Department workselly with other involved departments to facilitate
smooth dialog with shareholders and investors lbgihg meetings as necessary. In addition, the béad
the department attends meetings of the Board afdiirs, Management Meeting, Boards of Directors of
important subsidiaries, and other groups in arreffomaintain a timely understanding of informatio
about the Group’s management. Furthermore, wemaltple meetings that are attended by the
president and corporate officers with relevant sugaauthority, including quarterly financial brireds
and briefings on important developments such ag@enerand acquisitions, and we carefully study how t
best offer easy-to-understand explanations to bb&ters and investors.

(3) Means by which we facilitate dialog apart fromdividual meetings include financial briefings
conducted by the president for institutional ineestfollowing the end of the second quarter ancetiok
of the fiscal year as well as small meetings thatdtended by the president.

In addition, we also focus on pursuing a proagbregram of IR activities such as individual viditg
the corporate officer in charge of the Corporaten@winication Department in order to build smooth
relationships with shareholders and investors.

IR activities targeting individual investors inclithformation session opportunities, such as during
events hosted by brokerage firms and other compaagawell as an information session featuring the
President of DyDo as a speaker which is held inyddkr shareholders and individual investors whe ar
unable to attend the General Meeting of Sharehslaieour head office in Osaka. Also, in additiomto
official shareholder newsletter published twicerye@Japanese only) as a tool for communicatindpwit
shareholders, we provide information session oppdi¢s for each of our business domains, such as
offering plant tours aimed at individual sharehoéde

(4) We strive to reflect feedback from shareholdard investors in the Company’s management by
regularly reporting views and concerns that eméama dialog with shareholders and investors to the
Board of Directors and by providing more detailefbrmation to the president as feedback.

(5) We strive to comply with fair disclosure praets by managing insider information during dialdthw
shareholders and investors in an appropriate mahaeconforms with internal rules. Rules requivatt
meetings with individual shareholders and invesheraittended by more than one employee, and
meeting minutes are shared with top managemendiaision directors. In keeping with our Disclosure
policy, we avoid individual meetings with sharehafland investors during quiet periods.

In addition, the Audit Department regularly mong@mplementation of the Disclosure Policy and
structures designed to ensure the timely disclbggarmation.



2. Capital structure
Percentage of shares owned by foreigners Less than 10%

[Major Shareholders]

Percentage of voting

Shareholder name Number of shares rights (%)
HighWood Co. Ltd. 2,470,800 14.91
Santomi 2,011,600 12.14
Taita Corporation 738,100 4.45
Tomihiro Takamatsu 495,000 2.98
Tomiya Takamatsu 495,000 2.98
Akira Takamatsu 494,000 2.98
The Master Trust Bank of Japan, Ltd. (Trust Accpunt 488,500 2.94
Japan Trustee Services Bank, Ltd. (Trust Account) 76,800 2.87
Japan Trustee Services Bank, Ltd. (Trust Account 9) 451,700 2.72
Tamon Takamatsu 445,800 2.69

Controlling shareholders (except parent company) --
Parent company None

I Supplemental explanation for this item

3. Corporate attributes

Listed stock exchange and market segment Tokyo, First Section
End of fiscal year January
Industry Foods

Number of employees (consolidated basis) at end
last business year

Consolidated sales during last business year From 100.0 billion yen to less than 1 trillion yen

More than 1,000

Number of consolidated subsidiaries at end of last

. From 10 to less than 50
business year

4. Approach to policies to protect minority sharehdders in the event of transactions or other dealingwith
controlling shareholders

5. Other special circumstances with the potential to &ave a major impact on corporate governanc



Il. Status of management positions related to businedscision-making, operations, and
oversight and other corporate governance structures

1. Organizational structure, organizational adminigration, and related information
Organizational structure Company withKansayaku board

[Board of Directors]

Number of directors as defined in the Articles «

. 7
Incorporation
Term of directors as defined in the Articles of

" 1 year
Incorporation
Chairperson of the Board of Directors President
Number of directors 6
Election of external directors Yes
Number of external directors 2
Number of external directors who have been

. : . 2
designated as independent officers
I Relationship with company (1)
: Relationship with company*
Name Attribute P P - y -
a b c/d/ e fig/lh i|jlk

Shinji Mori Attorney
Masataka Inoue From other company

* Options to describe relationships with company
* Place a hollow circle in a cell to indicate amnt or recent relationship or a hollow trianglértdicate a
past relationship.
* Place a solid circle in a cell to indicate a ewmtror recent relationship held by a close relativa solid
triangle to indicate a past relationship held [mjose relative.
a. Individual with responsibility over operatioaisa listed company or the subsidiary of a listed
company
b. Individual with responsibility over operatioosnon-managing director at the parent company of a
listed company
c. Individual with responsibility over operatioasa fellow subsidiary of a listed company
d. Individual who counts a listed company as aomijisiness partner, or individual with respongipil
over operations at an entity that counts a listadmany as a major business partner
e. Individual who is a major business partner lidtad company, or an individual with responstlili
over operations at such a company
f. Individual who is a consultant, accounting sphst, or legal specialist who receives a largeant
of money or other assets apart from officer comaemis from a listed company
g. Individual who is a major shareholder of aeltstompany (if the major shareholder in questian is
corporation, individual with responsibility over@nations at the corporation in question)
h. Individual with responsibility over operatioatsa business partner of a listed company (otlar th
[d], [e], or [f] above) (not including close relagis)
i. Individual with responsibility over operatioasan entity at which an external director serves i
concurrent position (not including close relatives)
j- Individual with responsibility over operatioasan entity that receives donations from a listed
company (not including close relatives)
k. Other



I Relationship with company (2[Updated]

Name

Shinji Mori

Masataka
Inoue

Voluntary committee equivalent to a nominati
committee or compensation committee

Independent

O

O

officer

Supplementary explanation
concerning compliance

Mr. Shinji Mori serves as Mr. Mori has extensive experience and|an
Senior Partner of Chuo Sogo | advanced level of specialized knowledge
Law Office, P. C., Outside as an attorney, and he has served the
Corporate Auditor of OSAKA |Company for 13 years as an Outside
SODA CO., LTD., and Auditor| Corporate Auditor and for five years as|an
of CREDIT GUARANTEE Outside Director. Based on that
CORPORATION OF OSAKA. | experience, he is appropriately carrying
There are no special interests| out his role in strengthening the oversight
between the Company and | function of the Board of Directors by
OSAKA SODA CO., LTD. and| commenting on the Company-wide
CREDIT GUARANTEE approach to risk management, and
CORPORATION OF OSAKA. | otherwise offering advice and suggestions
Mr. Shinji Mori is currently as to the Company’s management from an
working for Chuo Sogo Law |independent perspective. Based on this
Office, P. C., to which the proven track record, he is considered to be
DyDo Group commissions qualified for service on the Board of
business. The DyDo Group | Directors.

receives legal advice as

required from lawyers of this

office other than Mr. Shiniji

Mori, and the annualized

advisory fee that the DyDo

Group pays to said law office |s

less than ¥10 million.

Reason for election

Mr. Inoue has a wealth of knowledge and
overseas experience in the food industry.
Based on his auditing experience in areas
such as business development through
overseas M&As and overseas
subsidiaries, he is appropriately carrying
out his role in strengthening the oversight
function of the Board of Directors by
commenting with respect to his viewpoint

Mr. Inoue and the Compar on risk and returns in the course of

share no special interests. deliberations concerning such
management issues of the Company as
accelerated development of the
Company'’s business overseas and
expanding into new business domains,
and otherwise offering advice and
suggestions from an independent
perspective. Based on this proven track
record, he is considered to be qualified|for
service on the Board of Directors.

None



[Auditors]

Board of Auditors Yes
Number of auditors as defined in the Articles o 4
Incorporation

Number of auditors 4

I State of collaboration among auditors, accountudjtar, and internal auditing departments |

- In addition to reviewing the accounting auditaigdit plans, corporate auditors assess accouautidig
methodology and results and exchange views as seydsy attending the taking of inventory in theddi
by the accounting auditor and through reports @owaating audit results to théansayaku Board by the
accounting auditor, which are offered at the entheffiscal year and at the end of interim repgrtin
periods. Full-time corporate auditors attend regalalit meetings, which are held by internal audit
departments every three months to report informaticch as audit results and future audit plankeo t
president. This arrangement allows them to askesstatus of internal audits and internal infororati
related to those audits and to proffer views ankemaquests as necessary.

- In addition, internal audit departments work elgswvith theKansayaku Board to point out problem areas
and propose improvement measures by auditing #he st individual departments’ compliance with laws
regulations, our Articles of Incorporation, andeimtal rules.

Election of external auditors Yes

Number of external auditors 3

Number of external auditors who have been 3
designated as independent offid Updated |

I Relationship with company (1[Updated]

Relationship with company*
a blc/djie fig h i j k| I m

Name Attribute

Sachie Kato Attorney
Shigeyuki Moriuchi| Certified Public Accountant
Kiyoshi Watanabe | Tax Accountant

* Options to describe relationships with company
* Place a hollow circle in a cell to indicate amnt or recent relationship or a hollow triangleridicate a
past relationship.
* Place a solid circle in a cell to indicate a emtror recent relationship held by a close relativa solid
triangle to indicate a past relationship held [mjose relative.
a. Individual with responsibility over operatioaisa listed company or the subsidiary of a listed
company
b. Non-managing director or accounting councilos &sted company or a subsidiary of a listed
company
c. Individual with responsibility over operatioasnon-managing director at the parent company of a
listed company
d. Auditor at the parent company of a listed comypan
e. Individual with responsibility over operatioaisa fellow subsidiary of a listed company
f. Individual who counts a listed company as aanbpsiness partner, or individual with respongipil
over operations at an entity that counts a lismdmany as a major business partner
g. Individual who is a major business partner tift@d company, or an individual with responstiili
over operations at such a company
h. Individual who is a consultant, accounting $plest, or legal specialist who receives a largeam
of money or other assets apart from officer comaemis from a listed company



i. Individual who is a major shareholder of adicompany (if the major shareholder in questian is
corporation, individual with responsibility over@ations at the corporation in question)

j- Individual with responsibility over operatioasa business partner of a listed company (ottzar th
[f], [g, or [h] above) (not including close reladis)

k Individual with responsibility over operationsam entity at which an external director servea in
concurrent position (not including close relatives)

I. Individual with responsibility over operatioas an entity that receives donations from a listed
company (not including close relatives)

m Other



I Relationship with company (JUpdated

Name

Independent

Sachie Kato | O

Shigeyuki
Moriuchi

Kiyoshi
Watanabe

O

O

officer

Supplementary explanation
concerning compliance

Sachie Kato serves as an outs In light of her many years of
director in Yamazen Corporationsxperience as an attorney, her high
Audit and Supervisory Committ¢ level of discernment as a specialist in
and as an outside director at Hisatkee law, her contribution to resolving
Works, Ltd. The Company has rerange of legal issues faced by
vested interest nor conflict of inter¢ multiple corporations, and her deep
with either of these entities. Msnsight into corporate management,
Kato is employed with Chuo Sogwe consider Ms. Kato to be capable
Law Office, P.C., which is contractedf overseeing the Company’s

by the DyDo Group. She serves g auditing operations with a high level
non-exclusive source of legal advi of independence and from a broad,
for the Company, and the DyDoverarching perspective.

Group pays less than 10 million y

in annual consulting fees to Chuo

Sogo Law Office, P.C.

Mr. Shigeyuki Moriuchi serves as | Mr. Shigeyuki Moriuchi has gained
Partner of Grant Thornton Taiyo |longstanding auditing experience at a

Reason for election

LLC, Outside Director in major accountants office and a major
KOSHIDAKA HOLDINGS Co., audit corporation, and he has
LTD.'s Audit and Supervisory business experience in a wide range

Committee and Outside Corporate of areas including legal auditing
Auditor Audit & Supervisory Board| operations, international operations,
Member of KATO SANGYO CO., |IPO support and has extensive
LTD. There are no special interestsinsight as an accounting specialist!
between the Company and Grant | The Company therefore wishes for
Thornton Taiyo LLC and such expertise to be reflected in the
KOSHIDAKA HOLDINGS Co., Company’s auditing and has put him
LTD. The Company does have a |in the position of Outside Corporate
trading relationship with KATO Auditor.

SANGYO CO., LTD.; however for

the past three years, the amount of

such trade was less than 2% of the

consolidated net sales of either the

Company or KATO SANGYO CO.,

LTD., and accordingly, KATO

SANGYO CO.,, LTD. is not

considered a major business partner

of the Company.

Mr. Kiyoshi Watanabe has gained
longstanding practical experience as
a certified tax accountant and a
management consultant, and he has

Mr. Watanabe and the Company |extensive insight as a tax accounting

share no special interests. specialist. The Company therefore
wishes for such expertise to be
reflected in the Company’s auditing
and has put him in the position of
Outside Corporate Auditor.



[Independent officers]

Number of independent office| Updated ] 5

I Matters relating to Independent Officers

[Incentives]

Status of implementation of measures relate( Introduction of a performance-based compensation
incentives granted to directors program

I Supplemental explanation for this item

As part of our transition to a holding company stuwe effective January 21, 2017, we introduced a
performance-based incentive program that awardsp@ognshares in proportion to the extent to which
performance targets are achieved in an effort ttriute to the Group’s sustained growth and ineeda
corporate value over the medium and long term.

Individuals who are eligible to receive sto
option grants

I Supplemental explanation for this item

[Director compensation]

Status of disclosure of individual directol

. We do not disclose individual directors’ compercati
compensation

I Supplemental explanation for this itdUpdated] |

Total compensation by officer type and compensdiipe; number of included officers

Directors (excluding outside directors) 4 123 roitliyen
(basic compensation: 103 million yen; Japan em@®teck
ownership plan trust: 8 million yen; bonuses: 12Riom

yen)
Corporate auditors (excluding outside 1 14 million yen
corporate auditors) (basic compensation: 14 million/bonuses: 0 millyem)
Outside directors 5 22 million yen

(basic compensation: 22 million yen)

Policies on amount of compensation or |

method used to calculate compensation Ves

Information disclosed about policies on amountarfipensation or the method used to calculate
compensation

- Compensation for directors is determined by ghoethat has been approved by the Board of Dirgector
subject to the scope of total compensation as &pgrby the General Meeting of Shareholders (not to
exceed 280 million yen annually). Compensatiorafaditors is determined by ti@nsayaku Board, subject
to the scope of compensation as approved by ther@eveeting of Shareholders (not to exceed 40anill
yen annually).



Our program of retirement benefits for directord anditors was abolished by the 39th Annual General
Meeting of Shareholders, which convened on Aprjl2@l4. Directors and auditors who continued toeser
following the conclusion of that meeting are ellgilo receive the retirement benefits they earnedhd
their service before the program was abolished thi¢ specific amount, timing, method of preseatatand
other terms to be determined by the Board of Dimscffor directors) oKansayaku Board (for auditors). In
addition, the 41st Annual General Meeting of Shalddrs, which convened on April 15, 2016, voted to
introduce a new performance-based incentive prognatmawards shares of company stock to directors
(except external directors and non-managing dirspsiarting during the business year that beganais
21, 2017. The limits on compensation for directtgscribed above do not apply to this program.

[Support structures for external directors (externd auditors)]

+ We have structures in place that allow staff mesbethe Corporate Strategy Department to asstsidai
directors, and staff members tasked with suppo#indjtors to assist outside corporate auditors.
Enhancing the extent to which information is preddo outside directors and outside corporate angdit
is an essential precondition for sound debate &Bibard of Directors, and we're working to further
enhance our capabilities in this regard based emesults of Board of Directors evaluations.



2. Information related to functions such as operabns, audits and oversight, director and auditor
nominations, and determination of compensation

. Updated
(overview of current corporate governance structurs)

The Board of Directors, which holds regular meetingce a month and extraordinary meetings as
necessary, deliberates and makes decisions abpattant matters related to the Company’s operatols
oversees Group companies’ operations. Two ofxtseats are occupied by outside directors (as df AQ,
2019), whose function is to offer advice concerrtimgg Company’s management and to provide oversight
from an independent perspective. Four corporatéasdincluding three outside corporate auditorsg of
whom is a woman, attend meetings of the Board céddars.

In addition, the Management Meeting, whose memijeisinsists of full-time directors and corporate
officers, meets regularly to deliberate importastters and to support prompt decision-making by the
president and Board of Directors.

TheKansayaku Board consists of one full-time corporate auditod three outside corporate auditors (as of
April 16, 2019). In addition to attending importax@mpany meetings, including Board of Directors timggs,
its members solicit information about the statusgérations from leaders of the Group’s various
organizational entities and oversee the mannehiohwdirectors carry out their obligations and
responsibilities.

In keeping with the provisions of Article 427 Paiagh 1 of the Companies Act, our outside direcamc
outside corporate auditors have entered into catstsgith the Company to limit their liability asmilated
by Article 423 Paragraph 1 of the Act. The limitggosed on their liability by these contracts comféo the
amounts stipulated by applicable laws and reguiatid@hose limits are valid only in the event thet t
outside director or outside corporate auditor iegjion exhibits good will in the performance of bisher
obligations and responsibilities and does not eagagerious negligence.

We have chosen KPMG Azsa LLG as our accountingtautdi provide advice and guidance concerning the
legality and suitability of the Company’s accougtand internal controls.

3. Reasons for Selecting the Current Corporate Goveance System

We consider transparency, fairness, and equitahbilidecision-making to be integral factors in ensythe
effectiveness of our corporate governance. Toghdt we elected to adopt “company with auditoratust
under Japanese corporate law, which essentiallysbat we appoint corporate auditors who have the
authority to audit the directors’ execution of thaiities. Three of our four corporate auditorsiadependent
of the company (three of which are independentideitsorporate auditors), which underscores our
dedication to maintaining robust, objective ovenid hat intention is further illustrated by oumpamtment
of two independent directors in April 2014 as a n¥eaf ensuring better transparency, greater acability
of company executives, and more stringent managesogervision as of April 16, 2019, two of six,. iome
third, of our directors are independent of the canyp

In addition, we adopted an executive officer systeiarch 2012. By delegating the authority and
responsibility for discrete parts of the organiaatio executive officers, not only are we able defx abreast
of changes in the market environment, but we cam @iaintain a clearer line to customer and stakiehol
feedback, which can then be reflected in our bgsimeanagement.



1. Status of initiatives to ensure the relevancend engagement of the General Meeting of Shareholdeand
facilitate the exercise of voting rights|Updated]

Supplemental explanation

Early mailing of notices of the Notices of the convocation of the 44th General Hleetof
convocation of the General Meeting Shareholders (which will convene on April 16, 200@ye mailed

of Shareholders

on March 26, 2019. In addition, notices of convimratare
published on the Company’s website as well as tlesites of the
Tokyo Stock Exchange and ICJ in advance of mailetices.
(March 19, 2019)

Scheduling of General Meeting of Our fiscal year ends on January 20, so our schregldf the
Shareholders sessions so as to avc General Meeting of Shareholders does not conflith wimilar
conflicts with other such meetings meetings at other companies.

Exercise of voting rights via We introduced the ability for shareholders to eisercvoting

electromagnetic methods

Participation in electronic voting
platforms and other initiatives to
improve institutional investors’
ability to exercise their voting rights

rights via the Internet, making it possible to vatsing a
computer, mobile phone, or smartphone.

We began participating in the Electronic Votingtfelam operated
by ICJ, Inc., and investors can use that platfoorcast their
votes.

Translation of notices of convocatio We began translating part of our notices of contiongincluding

(summaries) into English

2. Status of IR activities

Establishment and
publication of a
disclosure policy

Regular briefings for
personal investors

Regular briefings for
analysists and
institutional investors

the text of measures being considered by the bintly)English,
and we publish that translation on the Company’bsite as well
as the websites of the Tokyo Stock Exchange and ICJ

Explanation

Supplemental explanation by president

We have established a Disclosure policy, and thieypas
published on the Company’s website.

We offer briefings for individual investors on angwing basis
throughout Japan. During FY2018, we held 19 su@fibgs.

Additionally, an information session featuring theesident of
DyDo as a speaker was held in Tokyo in October 2f@té¢:
shareholders who were unable to attend the GeMeating

of Shareholders in Osaka.

Yes

Our president holds briefings and small meetingsafalysts
and institutional investors at the end of the figear and at
the end of the second quatrter.

We also provide video, transcripts of briefingsj ansummary
of the Company'’s responses to investor questiorteen
Company’s website soon after the briefings are.held

Yes



Publication of IR

Explanation

Supplemental explanation by president

We make a range of information for investors addan the

materials on the website Company’s website, including financial bulletingcarities

reports, and shareholder notices (in Japanese aslyell as
financial results materials, monthly sales reponistices of
convocation of the General Meeting of Shareholdeosices
of measures adopted by the General Meeting of Sblalers,
integrated reports, and IR news releases (in kegpthnkse anil
English).

English translations of financial results materiatsonthly
sales reports, and IR news releases are made ldgadathe
same time as the Japanese originals.

In addition, our website includes pages for indinbinvestors
as well as English-language pages to facilitate eepdr
understanding of the Company.

Establishment of an IR We have established an IR Group as part of the cCarp
department (coordinator) Communication Department.

Other

We publish DyDo official shareholder newsletterdgviyearly
(Japanese only) as a tool for communicating witirestiolders.
In June 2018, we held an information session fdividual
shareholders about our domestic beverage business.

3. Status of initiatives related to respect for theiewpoints of stakeholders[Updated]

Internal and
other rules
concerning
respect for the
viewpoints of
stakeholders

Supplemental explanation

Our Group Corporate Philosophy requires the Grouwgirive “to achieve happiness and
prosperity together with people and society as alevh We have established a CSR
Policy to give shape to that philosophy by settfiogth our basic stance toward
stakeholders.

<CSR Policy>

Based on our group philosophy of “striving to aekiehappiness and prosperity
together with people and society as a whole,” weiacorporating the voices of our
stakeholders into our management and contributintpe realization of an active and
enriched society.

For our customers
“Always offering high quality with added surprise!”
Delivering joy and wonder, as well as safety aricdlodity.

For our employees
“Offering a dynamic workplace and the fulfillingyjof achievement!”
Ensuring effective communication within the compaaryd developing human
resources ready to face challenges.

For our business partners
“Taking on the challenge of the next stage of glhotegether!”
Sharing our management vision and strategies vadgipening the bonds of trust
with our business partners.

For society
“Emphasizing the importance of the bonds betwe@pleeand society!”
Contributing to the vitality of local society thrgln our business operations and
community activities.

For our shareholders
“For continued growth in corporate value!”
Realizing stable returns through a sound governaystem.



Implementation Based on the idea of achieving happiness and pitspegether, the Group recognizes

of
environmental
protection
activities, CSR
activities, etc.

the role of nature in allowing us to produce thedrages and food products that we
deliver to people throughout society. We take @sponsibility to pass on a beautiful
planet and a rich, healthy society intact to thet mgneration seriously, and we have
made an approach to management that harmonizebusimess operations with the
natural environment a core part of our environmegraécy.

We consider it an important responsibility to pasgo the next generation a clean earth
and a society full of vitality, so we strive to paput operations with full consideration
for the environment.

In addition, we have established the Community Suppund with the goal of

implementing an ongoing program of community sexvit order to help realize rich

and fulfilling local communities through the Grospilevelopment. We adopted an
approach that appropriates surplus earnings inntl@isner so that the fund could go
beyond temporary assistance to offer support dvemedium and long term in a way
that would not be affected by our business perfagean any given fiscal year.

Furthermore, we support Japanese “MATSURI” Fesdiea a way to forge connections
with local residents and reinvigorate regional stycithrough festivals. By joining
hands with local residents and local governmengswill continue to help build vibrant
communities. We provide information about spec@fR initiatives on behalf of all
stakeholders, including our customers, employeesinbss partners, shareholders, and
society as a whole to the general public via oussite and other means.



Measures such e have adopted the following Disclosure policies:

as policies
related to
information
disclosure to
stakeholders

1. IR Action Policy and Goals

DyDo Group Holdings strives to achieve happinesk@wosperity together with people
and society as a whole. Under this group philosppley actively undertake two-way
communication with all our stakeholders, includow shareholders and investors. This
increases understanding of our group and incorpsttéie voices of our stakeholders as
feedback to our management, enabling us to gaimracat appreciation of our corporate
value as we aim to be a trustworthy company.

2. Promoting Constructive Dialog

DyDo Group Holdings strives to achieve sustaineowgin and increased corporate
value over the medium and long term by promotingistmctive dialog with
stakeholders. By giving overall responsibility fdialog with stakeholders to the
president and having the general manager of thepdCate Communications
Department (Information Management Officer) pursli@log with specific purposes,
the Company strives to build trust with structuttest bring stakeholder voices to bear
on its management.

3. Information Disclosure Policy

DyDo Group Holdings aims to provide information idlp on the basis of

transparency, fairness, and continuity, to allstakeholders, including our shareholders

and investors. This information includes finanerdbrmation about topics such as the

Group’s financial condition and management resus well as non-financial

information about topics such as management siemtegnd issues, risks, and

governance. In addition to information disclosuneaccordance with the Companies

Act, the Financial Instruments and Exchange Act atlter laws, plus the Timely

Disclosure Rules of the Tokyo Stock Exchange (TSkg, also strive to disclose

information proactively and candidly as far as ussas we believe this will be

effective for generating a deeper understandintheDyDo Group.

In addition, we treat information that is subjeot ihsider trading regulations and

finalized information about the Group’s financiarformance prior to its release as

important information, which we do not disclose arselective basis to transaction
parties*.

* As defined by Article 27 Paragraph 36 Item 1 be tFinancial Instruments and
Exchange Act, including financial instruments besi operators as well as other
entities that are likely to be involved in certétansactions, including the purchase
and sale of securities.

4. Important Information and Means of Informatiois@osure

DyDo Group Holdings takes into consideration thecfge candid communication of
information by appropriate methods in accordandh wie importance and urgency of
such, for vital information under the Timely Dissloe Rules of the TSE plus also
information not required under those rules but Wwhiould have a marked effect on the
judgment of investors.

For vital information DyDo Group Holdings believetiould be disclosed, we first
explain it to the TSE, and register it publicly endhe TSE Timely Disclosure network
(TDnet). Immediately after registering it on TDnete also provide the same
information to news organizations, and post theesalmcumentation on our website
without delay.

In the event Information Management Officer detemsi that an officer of the
Company or any employee whose responsibilitiesugielcommunicating information
to transaction parties has unintentionally divulgegbortant information, Information
Management Officer will immediately report the ibent to the president and make
public the information in question in accordancéhwva predetermined procedure. If it is
determined that it would not be appropriate to Idise the divulged information, we
will take action as appropriate, for example byefming its disclosure on condition that
the party who received the information agree tontaan its confidentiality and not to
buy or sell any shares of the Company’s stock wtdh time as the information in
guestion can be disclosed.



5. Improving the Fairness of Information Access

DyDo Group Holdings works actively to disclose imf@mtion through its website in
order to ensure stakeholders enjoy fair accesgdonation.

In addition to disclosing important information tme Company’s website for at least
one year, we strive to disclose information that determine should be shared with
private investors and information that we believauid be useful in making investment
decisions in an easy-to-understand manner, for pbkaniby summarizing the
information and presenting it during question-andveer sessions at financial briefings.

6. Matters Concerning Performance Forecasts andd-Bredictions

The plans, future projections and strategies fer@lyDo Group stated in the materials
we disclose, with the exception of past or curifacts, are projections of our future
performance, and are based on the judgment andlgists of our management team
based on the information available at the preséne.t Accordingly, the actual
performance may differ greatly from these due tdoreseen factors, the economic
situation and other risks.

7. Quiet Period

To protect against leakage of important informasach as finalized information about
the Company’s financial performance prior to itease and to ensure fairness, we have
set a “Quiet Period” for the thirty days prior toetfinancial results announcement
(including for quarterly results; same below), wheve refrain from answering or
commenting on any queries relating to the finanaallts. During the quiet period we
also refrain from holding press conferences orrgimdividual meetings with analysts
or institutional investors. However, if an importdact that requires disclosure comes
up during this quiet period, we will disclose sunformation as required based upon
the Timely Disclosure Rules and suchlike.

8. Development and Enhancement of Internal Strastur

DyDo Group Holdings will operate its Disclosure eplin a proper manner and will
develop and enhance internal structures that taiglicooperation among involved
departments in order to increase the level of wstdeding that characterizes dialog
with stakeholders. DyDo Group Holdings also hasriml regulations regarding rules
on insider trading and ensures their thorough dperaputting an emphasis on the
education of its officers and employees. In addijtithe Audit Department regularly
monitors implementation of the Disclosure Policy atructures designed to ensure the
timely disclose of information.



Other

[Basic Approach to HR]

1. Recruit diverse personnel who are prepared tdlyotake on challenges and are
capable of taking responsibility for innovation.

2. Train personnel to increase knowledge and ingrskills in order to create and
implement a vision and become capable of bringbuainnovation.

3. Build an organizational culture and personnedtesy that promote an ongoing
handling of challenges.

[Initiatives to respect diversity]

Reflecting our respect for diversity of values thaanscend gender or gender
identity/expression, sexual orientation, age, mality, disability, and other attributes
and our belief that ensuring individual employeaa make the most of their abilities
allows the company to grow in a sustained manner,ave pursuing the following

initiatives:

<Promoting hiring of female employees>

We work actively to hire and train female employ@ssone way to secure a diverse
workforce. We take a systematic approach to hiramgl 46% of newly hired employees
of DyDo DRINCO, Inc., which plays the leading ratethe domestic beverage business
as our core business, during FY2018 were women.

<Promoting hiring of disabled employees>

As of January 20, 2019, disabled employees madeif}¥o of our workforce of DyDo
DRINCO, Inc., which plays the leading role in thentestic beverage business as our
core business. We will continue to work to ensin&t each and every employee can
build on his or her strengths and abilities whilevging together with the Company.

<Actively hiring human resources with experienenly abroad>

We actively hire Japanese and international stedemto have studied abroad and
individuals with experience working overseas inesrthb promote globalization. As part
of those efforts, we participate in career forureklloverseas, and we’ve introduced a
fall hiring program for graduates of overseas ursNes.



1. Fundamental policies on internal control systemand status of their implementation

We have implemented the following internal conggétem in accordance with the Companies Act and the
Companies Act Enforcement Ordinance.

1. Frameworks to ensure that directors and empfogEthe corporate group comprised of the Company a
the subsidiaries of the Company (the “Group”) perfeheir duties in conformity with laws and regidats
and the articles of incorporation

(1) The Group shares as a management philosop@yadtsp Philosophy and Group Vision, and toward
their realization adheres to ethical corporate bienand principles, as exemplified in the DyDo Gpo
Code of Conduct.

(2) The Group establishes and maintains necessanefvorks for the maintenance and monitoring of
internal control consistent with the scale and att@ristics of the Group.

(3) The Group establishes the DyDo Compliance Hetlvhich guarantees that Group employees and
corporate officers as well as outsiders will beeablmake reports on compliance matters direcity an
without exposure to retaliation.

(4) The internal auditing department of the Compamngoordination with th&ansayaku Board, identifies
non-conformities and proposes improvement meadfassd on audits of each department's status of
compliance with laws and regulations, the artidkemcorporation, and internal regulations.
Additionally, the internal auditing department bétCompany performs internal audits in accordance
with necessity and promotes the expansion of framnles\for compliance with laws and regulations at
subsidiaries.

(5) The Group maintains no transactional relatigmsivith anti-social elements that threaten publiter
and safety. The Group, in coordination with thevaht institutions, defends itself vigorously asrtse
entire organization to prevent damages should triud claims be brought against the Group.

2. Frameworks concerning the preservation and naamenqt of reports on the performance of directors'
duties
Matters concerning reports on the performancerafctbrs' duties are appropriately preserved and
managed in accordance with internal regulationsstiadl be accessible for the perusal by directods a
corporate auditors when necessary.

3. Regulations and other frameworks for managiegitk of damages to the Group

(1) The Company practices risk assessment andsasiétyaccordance with the fundamental regulations
for risk management, maintains and regularly coesemrisk management committee chaired by the
representative director serving as president, agdges in proactive risk management. Moreover, the
Company works in coordination with subsidiariesitify and share information concerning the Group's
risk management and crisis management.

(2) For the case of unforeseeable events with fiatéa materially affect the business of the Compa
the Company establishes and maintains framework&éoconvocation of a crisis management
committee chaired by the representative directonisg as president, and steps to be taken to maoeimi
damages and other adverse effects.

4. Frameworks to ensure that directors, etc., ®Ghoup perform their duties in an efficient manner
All companies of the Group aim through the follogrimeasures consistent with the scale and

characteristics of each company to achieve theieffi performance of the duties of directors.

(1) Division of duties and clarification of authies

(2) Deliberations and reporting on important mamaget matters at board of directors' meetings coeden
at regular intervals or as the need arises

(3) Establishment of a management committee coexbia$ board directors

(4) Preparation, progress management, and impravemeasure implementation for consolidated
mid-term management plans and fiscal-year budgets



5. Matters concerning reports to the Company regarthe performance of the duties of directors,, e
subsidiaries
The Company, in accordance with internal regulati@stablishes and maintains a department charged
with the coordination of and control over its sulimiies and the reporting to subsidiaries on thaistof
execution of operations.

6. Matters concerning employees whose deploymeaetjsested by corporate auditors to support theies),
matters concerning the independence of such engddyem directors, and matters for ensuring the
effectiveness of instructions issued by corporatitars to such employees
(1) Upon request of the corporate auditors to lemployees deployed to support their duties, the
Company deploys employees equipped with the cafiediand knowledge necessary to support
corporate auditors and confers upon the corporatigaas the right of command over such employees.

(2) Corporate auditors shall be able to obtain ftbendirector responsible for human resources vamck
reports on personnel transfers and personnel assetswith respect to the employees whose support
the corporate auditors request, and shall be baked on reasons to be stated, to request ofrétati
responsible for human resources changes to sushrpesl transfers.

(3) The director responsible for human resourcedl &r disciplinary measures, etc., against subjec
employees obtain the advance approval of the catpauditors.

7. Frameworks for reports to corporate auditorsfeamtieworks to prevent retaliation against perseins
have reported to corporate auditors

(1) Through attendance at the meetings of the bofditectors and meetings of other important
deliberative bodies such as the management conenéite., of the Company, the standing corporate
auditor shall receive timely reports on importaribrmation concerning the Group. Moreover, the risk
management department and the legal affairs depattshall at regular intervals report on their
respective duties to the corporate auditors.

(2) In addition to item (1) above, Group directastporate auditors, and employees, etc., shathptiy
report to the corporate auditors any matters tfi@tteor threaten to affect the Group in a sigmifit
way.

(3) The internal auditing department shares theltesf internal audits of the Group with tHaensayaku
Board.

(4) Persons who have reported a compliance isscerporate auditors are protected against retafiatn
grounds of such reporting. If a person who hasnefda compliance issue is found to have been
retaliated against, appropriate steps are prongitlsn to remove the retaliatory measures.

8. Procedures for advances or reimbursement of tost arise in connection with the performancthef
duties of corporate auditors and matters concenpitigies for the treatment of other costs andgattions
that arise from the performance of such duties

Advances or reimbursements, etc., claimed by catpauditors related to expenses that arise in the
execution of their duties are settled promptly salfound unnecessary for the execution of the slofie
the subject corporate auditor.

9. Other frameworks to ensure the effective exeoutf audits of corporate auditors
To ensure appropriate communication and effectiit@xecution, corporate auditors maintain close
contact with the internal auditing department,abeounting auditor, and the corporate auditors of
subsidiaries, and meet at regular intervals foharges of opinion with the representative direséwing
as president.

10. Frameworks to ensure the reliability of finahceporting
The Group maintains, operates, and assesses ammlgits frameworks for the effective and
appropriate internal control concerning financegarting in accordance with the Financial Instruteen
and Exchange Act and other laws and regulationsiemmkis to ensure the reliability and appropriatsnes
of financial reporting.



2. Basic approach to the elimination of antisocidbrces and status of its implementation

Our basic approach to implementing internal corgystems includes the following commitment: “Wel wil
avoid entering into any relationship, businesstegl@r otherwise, with antisocial forces that theasorder
or safety in civil society. In the event that adiindual or group associated with antisocial foroekes
illegal demands of the Company, we will work witte tauthorities to prevent any damage from those
demands while marshalling all of the organizatiogesources to face them with a resolute attituiee’
DyDo Group Code of Conduct, which sets forth a Bgecode of conduct concerning compliance, also
includes a similarly explicit statement, and wévstcontinually to raise awareness of our positigti
regard to antisocial forces.



1.

Introduction of takeover defense measures

Introduction of takeover defense measures Yes

I Supplemental explanation for this item

We adopted a “Basic Policy Regarding Who Shouldr€ee Decisions Regarding the Financial and
Business Policies of the Company” at a Board oé&iors meeting held on January 15, 2008. That
meeting approved a resolution entitled “MeasureRdspond to Large-Scale Acquisition of Our
Company’s Stock (Takeover Defense Measures),” wiviat then approved by the General Meeting of
Shareholders held on April 16, 2008.

We have continued to study the nature of those mneagollowing their introduction based on chaniges
social and economic conditions, various trendsdisclissions concerning takeover defense measures,
core principles of Japan’s Corporate GovernanceeCaxld other factors as part of our efforts to ha#in
and increase corporate value and the common berfiatitareholders. As a result, we concluded that it
would be essential to continue to address theofi$drge-scale purchases of company shares asfpaut
efforts to achieve sustained growth and to increasggorate value over the medium and long termewhil
pursuing mutually beneficial relationships with sthkeholders, including customers, employeesnbasi
partners, local communities, and shareholderse@ping with our Basic Approach to Corporate
Governance. Reflecting this conclusion, the Bodidimectors, including our two external directors,
unanimously approved the continuation of this gléme Plan”) on March 6, 2017, and it was
subsequently approved by the 43rd General Meefighareholders.

[Reasons for Continuing with the Plan]

In terms of whether we should accept a bid bygelacale purchaser for large-scale acquisitioruof o
Company’s stock, bearing in mind that the finalisien should be left to the shareholders, with rdga
to acquisition attempts that would seek to contalio the management of the Company, the Company
shall not categorically reject all such acquisitagtempts if they would greatly increase the camfeor
value of the Company.

The purpose of the large-scale acquisition rulesdat in the Plan regarding the large-scale
acquisition of our Company’s stock is to provideytmi, our shareholders, the information that yoedhe
to determine whether or not a large-scale acqoiishid should be accepted, and to advise you of the
opinions of the members of the Board of Directom®ware presently engaged in the management of the
Company, in order to ensure that you have the dppidy to learn about any alternate plans. Curgentl
although there are some measures in place to tdmerabusive acquisition of stocks under the
Financial Instruments and Exchange Act, it is coradgde that there are cases in which the law is not
always effective. For example, when it is not ploigsio legally secure the time to submit and coersid
information prior to the commencement of a takedoidror to restrict buying-up in the market.
Therefore, we believe that establishing large-saeatpuisition rules will form the basis on which you
our shareholders and investors, can make apprepnizstment decisions, and that securing adequate
time can be an effective means of facilitating ¢artdive dialogue between shareholders and
prospective large-scale purchasers who have tlemialttto improve corporate value.

The economic environment surrounding our domesti@tage business, which is our Group’s core
business, remains harsh, and in order to improdetoailong term corporate value, we are in a situati
that requires us to constantly modify our earnistgscture to be able to more flexibly cope with the
changing times.

We believe that it is necessary, at times, fronmigtimlong term perspective, to act rapidly and
decisively to implement bold measures as a compamyder to be able to promptly cope with the
changes that are expected to occur in the indasty ever-increasing pace, and achieve continuous
growth and increased corporate value in the milb#g-term, while ensuring the harmonious
coexistence and mutual prosperity of all stakehsldeamely our customers, our employees, our
business partners, local communities and our shitefs. In cases where stock equivalent to mone tha
20% of the total number of issued shares of the @amy has been acquired, however, it is feared that
this will have a major influence on the managenaétihhe Company and may lead to a situation in
which the aforementioned policies cannot be execlierthermore, when we consider factors such as
the quorum and the ratio of voting rights, thereléarly the potential for such a situation to have



major impact on special resolutions at the Annuahé&al Meeting of Shareholders.

Although approximately 33% of issued shares ard hglthe President and Representative Director of
the Company, Tomiya Takamatsu, Chairman/Directonifico Takamatsu, and the asset management
company under their direct control, many of ourshalders are private investors and are from a wide
range of backgrounds. With the exception of thesidemt and Chairman/Director of the Company, none
of the founder-related shareholders are presamtylved in the management of the company, and as
voting rights are executed at the discretion oheadividual, there is no difference in terms okjion
between them and general shareholders. With regagisiares of the Company that are held by
founder-related shareholders, it is suspectedhiegtwill become further divided through assignment
inheritance and other disposition at the discretibtme individuals involved and according to the
circumstances that surround them. In light of theva, there is always the possibility that a lssgale
acquisition may occur that will have a negative &ttpon the corporate value of the Group and be
contrary to the best interests of shareholders fdllmving are but two examples.

(1) The domestic beverage business is our coradssiand we have one of the industry’s most
extensive networks of vending machines, locateoljinout Japan, which makes us a prominent
player in the industry. Recently, there have bexses where the value of vending machine
businesses has been highly appraised for theirenargl acquisition potential in the beverage
industry, and there is the possibility that a laggale purchaser may focus on the large number of
vending machines that we hold and we may facehiteat of a hostile takeover that does not have
an increase in the mid-to-long term corporate value Company in mind.

(2) On the other hand, our Group’s proprietary veganachine business model is built on a mutual
relationship of trust with and among stakehold€&hss is particularly evident in the operation of
our network of vending machines - one of the matresive in the industry - which is run together
and directly by the employees of our Group ancetnployees of “Kyoeikai” (the vending
machine operator that deals with our products),ingai heavily reliant on personnel. Depending
on the policy of a large-scale purchaser, a changenagement policy may cause both groups of
employees to feel insecure or cautious, which raag ko resistance or loss of support, resulting in
a drop in the quality of the vending machine bussn&vith the resulting huge loss of popular (high
sales throughput) vending machine sites, causihgcesl cash flow capacity as well as a decline in
the mid-to-long term corporate value of the Company

In light of the above, it was determined that reapjmg the large-scale acquisition rules is esaéirti
order to maintain continuous growth and enhancetolidng term corporate value, and to be able to
respond quickly to changes that are expected toracdhe industry at an ever-increasing pace,thatit
is the duty of the Board of Directors to be conyaready for any unexpected events by continuiitf w
the Plan based on the essence of our Group’s ptapfivending machine business model.

More information about the Plan is available in @wimentation disclosed on the Company’s website
(https://www.dydo-ghd.co.jp/en/).

2. Other matters related to corporate governance gictures, etc.
Overview of structures designed to ensure timedgldsure of information

Since our listing on the First Section of the TolStock Exchange in August 2001, we have endeavored
to make employees aware of the importance of disajoinformation about the Company and its
operations in a timely manner, to promote the edintition and sharing of information, and to makehs
information available in a timely and accurate n&nn

When the Company’s departments or Group compaeeshe aware of material information, they
immediately report that information to the Corper&ommunication Department, which has
responsibility for information disclosure. The gelenanager of the department, who is broadly
responsible for the management of information @atG@ompany, then determines whether that information
should be disclosed in a timely manner and, ib&tains approval from the president and makes it
available to stakeholders without delay once itlteen reported to, and discussed by, the Board of
Directors and Management Meeting. Urgent infornmattmat requires immediate disclosure can be made
available to stakeholders immediately, without praporting to, or discussion by, the Board of Dicgs
and Management Meeting, at the president’s digoreti

In addition to offering his views on informatiorsdiosure to the Board of Directors and Management



Meeting, the general manager of the Corporate Camwation Department reports on information that
should be disclosed, the process by which suctodise is accomplished, and its results. He alemds
important meetings at Group companies, for examslesidiaries’ Boards of Directors, and works to
maintain an understanding of material informationaddition to orchestrating the actual release of
information, the Corporate Communication Departrisd® Group gathers information from inside and
outside the company and reports that informatiaineéogeneral manager of the Corporate Communication
Department, along with their associated views.

Full-time auditors maintain an understanding oferiat information by attending meetings of the Bbar
of Directors and Management Meeting as well asrdthportant meetings and review structures reléded

information gathering and disclosure.

Overview of corporate governance structures
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Qutline of the Timely Disclosure

Confirmed Fact / Occurrence / Financial Results Information

Company Divisions / Group Companies

l (Report)
Corporate Communication Department
l {Matters for Discussion / Repaorts)*

President

Board of Directors Meeting / Management Council
l {Order to Disclose)

General Manager of Corporate Communication Department
(Information Management Officer)

l (Disclosure)
Tokyo Stock Exchange (TDnet)

*Infarmation disclosure of facts required in an emergency can be made according to the
judgment of the president without going through the board of directors mesting /
management council.
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