Kagome’s ESG Initiatives

Kagome’s Environment, Social and
Governance (ESG) Initiatives

With making the most of nature’s bounty at the root of its business activities, Kagome creates value together with its various stakeholders,
and views the goal of a sustainable society as an important one. It has continuously worked with growers through contracted farming
to carry out agriculture that strives to reduce the burden on the environment. In the hope that children—leaders of the future—can grow
up healthy, we engage in Dietary Education Assistance, such as through the original musical for children “Kagome Theater” which was
launched in 1972. In 2011, along with Calbee, Inc. and Rohto Pharmaceutical Co., Ltd., we set up the Public Interest Incorporated
Foundation: Michinoku-Mirai Foundation as a scholarship fund to support the higher education of children who had lost their parents in
The Great East Japan Earthquake. Since 2001, upholding the philosophy of “corporate openness,” we have continuously engaged in
dialogue and interactions with our “Kagome Fan Shareholders,” and reflected opinions from outside the company into our operations.
As we continue to be conscious of the universal social issue of sustainable development goals (SDGs), ISO26000 and such, we will
continue to implement initiatives for the society and the environment that are characteristic of Kagome. We shall hereby explain such
activities from an ESG* standpoint.

* ESG: Environment, Social, Governance

Corporate Philosophy

An inherited management spirit that pervades
through changing times

. Corporate
Philosophy

Appreciation
We are thankful for nature’s bounty and for human
relationships. We respect natural ecosystems and
value human sensibility

What Kagome Strives for

Nature
Through nature’s bounty, we endeavor to create rich
value that is ahead of the times and to contribute to
consumers’ health and wellbeing.

Mid-Term
Management Policy

Corporate Openness
We aim to be an open company that engages in fair
and transparent corporate activities and respects

each person’s individuality and abilities. Code of Conduct

Brand Statement

Our promise to customers and society

ﬁrue to nature, the flavor of

KAGOME

Brand Statement « ¢/ s c e e efe e o ole s oleceoosee

Nature
To strive for healthier food that makes the most
of the antioxidants and immunological
capabilities of nature’s bounty.

True

To produce healthy, great tasting foods without
relying on unnatural additives and technologies.

Flavor
Create new demand for delicious food,

paying attention to

the needs of our bodies

and our planet.

Relations with Customers

Relations with Business

To bring to life the Vision
for the Kagome Brand,
“True to nature, the flavor
of KAGOME,” we at
Kagome place value on
our communication with
customers and provide
safe products that can be
consumed with peace of
mind.
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Partners, Industry and
Government

We thoroughly comply with
the Antitrust Law, Unfair
Competition Prevention Act
and legal regulations related to
intellectual property. We
conduct honest and transparent
business transactions, and
we contribute to the industry's
development by undertaking
competition in a fair manner.

Relations with Shareholders

Relations with Society

Relations with Employees

and Investors

We work to deepen an
understanding of our
business operations among
shareholders and investors
by disclosing information
about the Company and
aggressively undertaking
investor relations activities,
while striving to raise
sustainable corporate value.

Fully aware of our
responsibilities and duties
as a corporate citizen, we
endeavor to coexist
harmoniously with society

We respect fundamental
human rights, strive to realize
a safe and comfortable work
environment, and work to
foster a corporate culture
that encourages abundant
individual initiative.

Preservation and
Harmonious Coexistence
with the Environment

We cherish the global
environment, which, through
its many bounties, supports
the healthy lifestyles of
people. We will continue to
engage in corporate activities
that are in harmony with the
global environment.

Compliance with
International Law

We adhere to international
and regional laws and
regulations while placing
the utmost value on local
cultures and customs.

Corporate Governance
Corporate Governance Based on Autonomy and Heteronomy

To transform from a “good company’ to “strong company,” we shall
incorporate the various opinions of our stakeholders into management,
and make further efforts in constructing a highly transparent and open
governance structure. —P38-47

Society
A Company Needed by Society

h
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To achieve corporate sustainability, we ought to become a company
that is needed by society. In‘order to be a corporation that can shape
the future together with society, we 'shall value our dialogue with

society. —P48-53

Environment
A Company that Conserves Nature

To carry out sustainable procurement; Kagome views the conservation
of nature as one of its crucial tasks. In order to realize the vision of
“What Kagome Strives for” we shall conduct our operations with
awareness of environmental conservation. —P54-55

For the CSR Activity Report, please refer to the
Sustainability Report on Kagome’s corporate website.

*An update containing the latest information is scheduled to be released in
September 2017
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Corporate Philosophy-based
Management to Become a
“Strong Company”

Hidenori Nishi

Chairman of the Board of Directors

Founder’s intentions as the foundations of our corporate governance

“Appreciation,” “nature” and “corporate openness.” Our
corporate philosophy originates from the intentions behind the
foundation of the company as defined by the founder, Ichitaro
Kanie. It refers to Ichitaro Kanie’s mindset throughout his life
and represents “appreciation,” which is our management spirit,
“nature,” as the origin of Kagome’s manufacturing, and
“corporate openness,” which is a source that creates value
through fair and transparent assessments and actions inside
and outside the company. These were clearly stated in 2000 as
a philosophy appropriate for a 21st century company with over
one hundred years’ history. This was four years after the first
president from outside the founding family was appointed in
1996. They became the behavioral guidelines for employees to
this day and the core of all corporate activities as a commitment
to the stakeholders involved in management.

In order to collaborate with external entities and accelerate
challenges towards new business in our aim for further growth,
we needed to evolve in terms of “corporate openness.” For this
reason, we made the decision to incorporate “external eyes”
that connects us to society into our management. We began
endeavors geared toward “the Creation of 100,000 Kagome
Fan Shareholders” in 2001, and in 2014 we brought in three
external directors prior to enforcing our corporate governance
code. Furthermore, in 2016 we revamped our management
system into a corporate structure with an audit and supervisory
committee.

Creating “Kagome Fan Shareholders” for using external eyes in management

At the time, we received a largely skeptical response as to
whether we could achieve “the Creation of 100,000 Kagome
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Fan Shareholders” that we set forth in 2001. However, the
number of shareholders continued to grow each year, reaching

100,000 in September 2005 and surpassing 200,000 in
December 2014. The reason we were able to achieve our goal
of creating 100,000 Kagome Fan Shareholders is that we
focused on engagement with our shareholders. From 1998,
we changed the date of the General Meeting of Shareholders
so that it was no longer held on the day on which many
companies hold their shareholders’ meetings. We run events
designed to promote direct dialogue and interactions with
“Kagome Fan Shareholders,” including large-scale events
with over 5,000 participants such as “Get-togethers with
Shareholders for a Taste of Kagome” and “Kagome

Shareholder Forums;” we distribute “Gifts for Shareholders”
twice a year; and, in recent years, hold events that include
“Talks with the President” and “Production Plant Tours.” We
have received critical opinions, suggestions, endorsements
and encouragement from our shareholders as fans of Kagome
products, and we have incorporated input from these events
and from surveys into management in diverse ways. As a
result of these specific initiatives aimed at corporate openness,
we have been able to achieve a highly transparent
management system by monitoring our management with as
many “external eyes” as possible.

Further strengthening of “autonomy” complemented by “heteronomy”

We had been assessed by third parties as being a “good
company” but did not receive a high assessment from
institutional investors. In order that Kagome’s strengths be
highly and widely understood by further strengthening
“autonomy” complemented by “subordination” to overcome our
inward-looking mindset, we decided to pursue an higher level
of accountability by bringing in external directors who have
extensive management experience and are highly
knowledgeable in their respective fields of specialization.
These external directors have provided us pointers for
improvements such as the method of deliberation by the Board
of Directors and risk handling and contingencies in overseas
business which we could not have foreseen by ourselves,
based on their extensive experience and perspectives that are
lacking in our company. We reported the results of a survey on
an assessment of the Board of Directors and individual
interviews with external directors that we conducted in fall of
2016 to the Board of Directors, from which we extrapolated

Aiming to be a strong company

As part of our transition to a corporate structure with an audit
and supervisory committee, we restructured our management
system. We separated the management of operations
implementation from governance, and established management
meetings to undertake the implementation of operations
separately from the Board of Directors.

Going forward, we aim not only to be a “good company” in
line with the expectations of our 200,000 “Kagome Fan
Shareholders” by means of expedited decision-making,
enhanced flexibility, clarified business responsibility, and
strengthened management supervisory functions, but also to
be a “strong company” that responds to the guidance and

issues and embarked on specific improvements. Meanwhile,
we also arranged for external directors to inspect work sites
such as overseas fields and production plants so that their
statements are based on a greater understanding of our
company.

Following the amendment to the Companies Act enacted in
May 2015, our company transitioned to a corporate structure
with an audit and supervisory committee. We are aware that this
is a system that is unique to Japan but our aim is not the
formalization of the structure but the creation of an organization
and system that can function appropriately and effectively.

A corporate structure with an audit and supervisory committee
is an organizational structure that is a hybrid between a
corporate structure with corporate auditors and a corporate
structure with committees, and one that has a high degree of
flexibility and the ability to optimize the balance between
“autonomy” and “heteronomy.” We will implement corporate
governance that maximizes these advantages.

expectations of institutional investors. Furthermore, based on
our awareness of “creating a company with strong diversity,” we
will focus internally on reforming the way our employees work,
which forms the foundation for promoting this goal.

We believe that corporate governance is not something to be
formally addressed but is a tool, the importance of which is
understood by all employees as well as directors, to help us
realize our corporate philosophy. By proactively using this tool,
I am confident that we will evolve into a strong company that will
survive over time.
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Corporate Governance

Basic Policy of Corporate Governance

In accordance with our corporate philosophy of “appreciation,”
“nature” and “corporate openness,” we aim to achieve
sustainable growth and improve the mid- to long-term value of
the company. We acknowledge corporate governance to be a
critical management issue toward these objectives.

Our company considers further strengthening of “autonomy”
complemented by “heteronomous” to be the fundamentals of
our corporate governance. We will ensure objectivity and

transparency, forming a basis by designing our own concept of
corporate governance adapted to the present day, while
incorporating diverse outside viewpoints by working to attract
more “Kagome Fan Shareholders” and leveraging the function
of external directors among other things.

We aim to deliver a high degree of accountability and achieve
true “corporate openness” in our interactions with stakeholders,
while employing the unique attributes and originality of Kagome.

History of corporate governance and historical trends in the number of shareholders

History of our corporate governance is a culmination of our efforts to achieve “corporate openness” as part of our corporate philosophy
which can be traced back to the aspirations of our company founder. We have been continuously evolving up to the present through public

offering of our shares, separation of capital from management, etc. in the past.

Number of shareholders
250 (Thousand persons)

Strengthening of “autonomy”

Efforts to strengthen managerial decision-making function, clarify business responsibility, etc.

200 2000 2003
+ Established + Implemented an executive officer system
corporate « Shortened the term of office of directors to
philosophy one year
150

Complementation by “heteronomous”

Efforts to strengthen management supervisory functions,
100 improve transparency of management, etc.

1998

+ Scheduled the General Meeting of
Shareholders, avoiding the days when most
general meetings of shareholders are held

50 - -
2001
- Started attracting 100,000 “Kagome Fan Shareholders”

2014

« Introduced stock option-based remuneration

+ Established the Management Meetings

+ Separated duties of Chairman of the Board of
Directors meeting from duties of the president

I I I 2014

2011 - Appointed three external
+ Submitted the Annual directors
Securities Report prior « Established the

to the General Meeting Remuneration Committee

of Shareholders l N l
I VIR [

2010 « Transitioned to a corporate structure

- Disclosed remuneration of with an audit and supervisory committee
the representative director + Reorganized into the Remuneration and
Nomination Advisory Committee

1999/3  2000/3 2001/3  2002/3 2003/3 2004/3 2005/3 2006/3 2007/3 2008/3 2009/3 2010/3 2011/3 2012/3 2013/3 2014/3 2014/12 2015/12 2016/12

Corporate Governance System

In March 2016, we transitioned to a corporate structure with an
audit and supervisory committee. This transition separates
executive functions from supervisory functions, which helps
clarify business responsibility and speed up decision making
and execution of operations. Upon this transition, the main duties
of the Board of Directors at our company are to decide our
management strategy and policies, and monitor their
implementation. In order to separate execution from supervision,
the chairman of the Board of Directors is designated as the
Chairman of the Board of Directors meeting, and three or more
external directors who satisfy the Standards for Judging the
Independence of Independent External Directors set out by our
company are appointed. This is boosting our effectiveness with
improved, enhanced advisory and supervisory functions.

The audit and supervisory committee sets a policy of having
one or more standing audit and supervisory committee members,
and uses internal control systems to audit the legality and
appropriateness of the operations implemented by the directors.

Nomination and remuneration of directors are deliberated by
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the Remuneration and Nomination Advisory Committee, in which
independent external directors account for one half or more of its
members. The results of the deliberation are advised to the Board
of Directors, who then determines the nomination and
remuneration of directors, thereby enhancing fairness and
appropriateness.

Under our executive officer system, we are using set criteria to
delegate implementation responsibilities and authority to our
departments.

In addition, we have established the Meeting of Executive
Officers in order to convey and make known the Board of
Directors’ resolutions and reported matters as well as to facilitate
communication and coordination among executive officers.
Furthermore, the Management Meetings have been established
under the leadership of the president to ensure business is
executed agilely and through mutual coordination. Deliberations
in the Management Meetings enable appropriate risk taking and
also produce clear allocations of responsibilities, while enabling
us to make decisions in an expedient manner.

Corporate Governance Organizational Chart
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Implementing operations

Kagome’s Policy on Appointing Directors

Internal control, risk management

Our Company has a policy of appointing three or more  Specialized areas of external directors

independent external directors to its Board of Directors that

Gomporale — giopgy  SOORMY. - Accourting, 1z piversiy  Food

comprises ten or less directors (excluding directors who are management economy
audit and supervisory committee members) and seven or Egm O O
less directors whol Iare audit and supervisory comm|tt§e TakayuK o o
members. In addition, our company seeks to appoint  Hashimoto
persons, who have a wealth of knowledge and experience  Hidemi Sato @) @)
and high capability, as directors from various fields in a well-  Morihiro O O
balanced way, with a view to making the Board of Directors 41
Hiroshi Mori O O

demonstrate its functions to the fullest extent for the

improvement of corporate value over the mid- to long-term.

Standards for Judging the Independence of Independent External Directors of the Company

The Company deems an external director to have sufficient independence in the event that he/she meets the Standards for

Judging Independence as described below:

1) A person who is not or was not in the past a director, audit & supervisory board member (excluding outside officer), executive officer or employee of the Kagome Group
2) A person who is not or has not been a major shareholder of the Kagome Group in the past five business years (pertains to a shareholder who holds 10% or more of the total voting
rights of the shares of the Kagome Group), or a person who is not director, corporate auditor, executive, executive officer or employee of an entity for which the Kagome Group is a

major shareholder

3) A person who is not director, corporate auditor (excluding outside officer), executive, executive officer or employee of a major business partner of the Kagome Group (pertains to a
business partner whose amount of transactions with the Kagome Group is 2% or more of the consolidated net sales of the Kagome Group in any of the past three business years)

4) A person who is not director, corporate auditor (excluding outside officer), executive, executive officer or employee of an entity for which the Kagome Group is a major business
partner (pertains to a business partner whose amount of transactions with the Kagome Group accounts for 2% or more of the consolidated net sales of the business partner in any

of the past three business years)

5) A person who is not officer or employee of corporations or organizations that receive a large amount of donations* from the Kagome Group
* An average of 10 million yen or more annually in the past three business years, or an amount that is 2% or more of net sales or total revenue of the recipient
6) A person who is not director, corporate auditor (excluding outside officer), executive, executive officer or employee of a corporation which mutually exchanges directors, corporate

auditors or executive officers with the Kagome Group

7) A person who has not been representative partner, partner or employee of the accounting auditor of the Kagome Group in any of the past five years
8) A person who is not an attorney-at-law, a certified public accountant, a certified tax accountant, consultant or other professional who receives a large amount of remuneration* from

the Kagome Group, other than compensation as an officer.

*On the average in the past three business years, 10 million yen or more in the case of an individual and 2% or more of consolidated net sales in the case of a corporation
9) A person who is not the spouse, a relative within the second degree of kinship or a relative living together of any person described in 1) through 8) above

10) A person whose total term of tenure as external director is within eight years

Note: The Kagome Group refers to Kagome Co., Ltd. and its subsidiaries.

Initiatives to Enhance the Effectiveness of the Board of Directors

e Revision of the rules for submission of proposals to the Board
of Directors (transition to the Management Meetings)

e Making annual schedule of proposals to the Board of Directors

e Providing external directors with prior explanation of proposals
to the Board of Directors

e Holding meetings for external directors to share the matters
deliberated in the Management Meetings

e Conducting site visits to the company’s overseas
subsidiaries by external directors

e Changing seats in the Board of Directors meetings
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Director Remuneration

Our company’s director remunerations, etc. comprise basic
compensation, bonus linked to business performance and
(cash) stock options. The proportions of each of the above
remunerations are determined based on the positions of
directors. Basic compensation is a fixed-amount compensation
which is determined based on the importance of roles played by
directors. Both bonus and stock option are determined based on
consolidated profit indicators as company-wide business
performance and contributions made by the individual director.
Stock options are incentives for medium-term and multiple-year
management and are designed to be exercisable based on

number of these stock options is determined according to the
degree of attainment. Compensation to director, audit and
supervisory committee members and external directors each
comprise basic compensation.

In fiscal 2014, the Remuneration Committee, as an advisory
body to the Board of Directors in which external directors account
for one half or more of its members, was established in order to
enhance transparency and objectivity in determining director
compensation, etc. In fiscal 2016, the same committee was given
functions as an advisory body concerning nomination of
directors, and was then reorganized to become the current

Message from External Directors

Aiming for governance which utilizes power out-
side the company effectively.

Since | assumed office as External Director in June 2014, | have been consistently working as
“external eyes.” Make constructive statements based on objectivity with a view of common
knowledge outside the company and personal insights accumulated during my career, and
ultimately, make decisions not in terms of contrasting the inside to the outside of the company
but in terms of finding an optimal way to improve the corporate value. Having repeated this
process, we have developed a system which enables decision-making process with effective

consolidated profit indicators after certain period of time from the
time of allotment as exercise conditions. Accordingly, exercisable

Remuneration and Nomination Advisory Committee. utilization of power from outside the company.

To push ahead with reforming the board of directors, Kagome conducts surveys on
evaluation of the board of directors and interviews to external directors. Centered on Chairman
Mr. Nishi and President Mr. Terada, we are highly motivated toward promotion of reform, taking

Remuneration and Nomination Advisory Committee

Held four times every year Director compensation

Fiscal year in which Category of directors Total amountof | Total amount of compensation, etc. | Number of opinions from outside the company seriously. One example, albeit minor, is a proposal from
the committee was  Matters deliberated Comp;isa“on' P by g&ii’gg'&”ﬂ;’e”) S df:fc‘%‘fs Chairman Mr. Nishi, where we started changing seats at the board of directors meetings. Prior
convened (millonyen) | remuneration (persons) to this event, seating of internal directors was separated from external directors. But by
2016 Thefist *Derermination of the amount of diector bonus forfscal Directors arranging seating of internal directors and external directors alternately, the discussion at the
(excluding audit and meeting h n even lively than ever befor
The second « Transition to Remuneration and Nomination Advisory supervisory committee 309 176 19 s 7 eeting has been eve ely tha e,e, be, ore. . .
p y
committee Committee members)* On the other hand, there are remaining issues, some of which are overall time control of the
g:’éﬁfif‘g&ﬁ;ﬂg{lgﬁcf*(’)'rzf?;c‘;l 2016 T — board of directors meeting and depth of discussions. Although these issues have considerably
- Compensation to overseas CEQ (audit and supervisory 25 25 - - 3 been improved during the past three years, it is necessary to shorten explanation time of each Takayu ki Hashimoto
The third - Market data on director compensation for fiscal 2016 E‘;:‘t‘m‘“eleé‘?em:’efs)* " e 5 proposal and deepen genuine discussions. For instance, power from the outside needs to be External Director
i < Esti i i i ernal directors - - L . . . . .
commitiee atimates of variable compensation expected for fisca Exoluding external drociors utilized more effectively in essential parts of important agenda such as medium- and long-term
- - Our company transitioned to a corporate structure with an audit and supervisory committee as of management strategy, risk issues, M&As, etc. In particular, as part of corporate risk
The fourth +Report of results of executive assessment for executives March 25, 2016. . o . .
committee and CS as well as 360-degree survey management, matters which are difficult to change due to internal circumstances need to be
2017 The first + Determination of the amount of director bonus for fiscal Composition of Pre3|dentS‘irzig:esentat\ve Dlgcetglzﬁlg/lg?ﬁacggg changed greatly by using power from outside the company.
committee 2016 director : . . ap .
- New appointment and reappointment of directors in fisca compensation Through further |mp|lementat|onlof reform, | strongly believe that Kagome will improve its
2017 ( pt) corporate value under its outstanding corporate governance to become a global company.
a par
The second - Members of Remuneration and Nomination Advisory P
committee Committee in fiscal 2017 . I .
- Director compensation for fiscal 2017 Fixed-amount Fixed-amount
-Business performance indicators for fiscal 2017 compensation compensation

50% 65%

Aiming for a corporate structure with an audit
and supervisory committee with enhanced
“management supervision functions

“It is not the strongest of the species that survive, nor the most intelligent, but the ones most
responsive to change” is one of Darwin’s most popular quotes. Kagome has been reorganized
from a corporate structure with corporate auditors to a corporate structure with an audit and
supervisory committee. | became an Audit and Supervisory Committee Member from
Corporate Auditor, and also an External Director with voting rights at the board of directors
meeting. Upon the transition to a corporate structure with an audit and supervisory committee,
the number of directors including myself in charge of management supervision functions has

Results of Evaluation of the Effectiveness of the Board of Directors

Our company ran an evaluation concerning the effectiveness of the board of directors in October 2016. An overview of the results is
described below.

1. Methods of evaluation + The Board of Directors makes prompt and flexible decisions.
Conducted surveys to directors (27 items within 6 categories) + A line is clearly drawn between matters to be resolved by the Board of
Categories of surveys are as follows. Directors and matters to be resolved under the responsibility of
1) The Board of Directors in general (improvement of corporate value, implementing side.

decision-making, implementation and supervision, etc.) The size of the Board of Directors (number of members) is appropriate.
2) Composition of the Board of Directors (size, ratio of external directors, The ratio of internal and external directors is appropriate.
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diversity, etc.) + Time is allocated in accordance with priority level of proposals. ; ol ; ;
3) Matters to be submitted and reported (completeness of themes, timing - At the Board of Directors meetings, the chairman exercises leadership been |nCFeaSQd and me'mag.ement superv.|3|on functions at the board o.f directors have been

of submission, report of progress, etc.) appropriately in the proceedings. enhanced. This evolution is a step which leads to the strengthening of the corporate
4) Operation of the Board of Directors meetings (frequency of meetings, + After discussion by the Board of Directors, matters are reviewed and ired b et

length (explanation and deliberation), leadership of the chairman, revised as necessary. governance require Yy Soclety.

support by the secretariat, etc.) i B ) ) - Compensation system is designed with appropriate incentives. Kagome’s corporate governance has been consistently evolving under the leadership of
5) Discussions at the Board of Directors meetings (provision of information, On the other hand, with regard to operation of the board of directors . - . . .

Q&A sessions, application of results of deliberation, etc.) meetings, matters were brought up and constructive feedback was given on Chairman Mr. Nishi and President Mr. Terada, looking ahead of changes of the times. In June
6) Corporate governance system (system appropriate to our company, materials for the board of directors meetings, explanation of proposals, etc.

2014, our company appointed external directors and started implementing management
which effectively utilizes external opinions. Furthermore, we conduct surveys on evaluation of
the Board of Directors and interviews to external directors, and are working on reforming the
Board of Directors by actively incorporating suggestions from external directors.

For instance, with regard to an overseas project, | raised an objection to its business
continuation at the Board of Directors meeting, after | conducted site visits to local plants and
judged the project as being at higher risk. As a result of a discussion, adopted decision was
made to discontinue the business. This has left a strong impression on me as an example of
steadily increasing the management supervision functions of the Board of Directors in which
the external eyes are incorporated.

I believe that skill in enforcing corporate governance determines corporate competitiveness
and corporate value. By leveraging my career as a professional accountant, | am committed
to enhance and strengthen management supervision functions which are a foundation of
evolution of corporate governance.

appointment of executives, remuneration system, dialogue with for securing ample deliberation time. Furthermore, with regard to the
stakeholders, etc.) Interviews to external directors (five persons) by the corporate governance system, delays in activities related to implementation
chairman of the board of directors meeting of selection process of executives, etc. were pointed out by some directors,
2. Overview of results of evaluation hence they are to be discussed at the board of directors following discussion
After having engaged in discussions in consideration of the matters above, at the Remuneration and Nomination Advisory Committee.
our Board of Directors evaluated that it functions appropriately overall in all of Reflecting on the results of the evaluation concerning the effectiveness of the
the categories 1) through 6) and that the board of directors was effective. Board of Directors, we seek to further improve its effectiveness going
Items that were highly evaluated in particular are as follows. forward.

Morihiro Murata

External Director
Audit and Supervisory Committee

Member
Response to the Corporate Governance Code

Our company considers the Corporate Governance Code as requests and expectations from the society, and has actively worked
toward its achievement. Consequently, we judged that all of the items have been implemented as of April 2017; however, we are never
satisfied with the status quo and will further evolve and develop in accordance with the basic policy. For details, please refer to our
corporate governance report.

(Kagome website: www.kagome.co.jp/company/ir/stock/governance)
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Introduction of Executives

(as of March 28, 2017)

Hidenori Nishi

Remuneration and Nomination
Advisory Committee Member
(Born January 6, 1951)

Chairman of the Board of Directors

Naoyuki Terada

(Born February 5, 1955)
President & Representative Director

Remuneration and Nomination
Advisory Committee Member

-t A

Yoshihide Watanabe

(Born March 4, 1958)
Director & Senior Managing Executive Officer
Director, Corporate Planning Division

1975 Joined the Company

2000 Director

2004 General Manager, Tokyo Sales Office

2007 Chairman of Kagome Inc. (U.S.)

2008 Director & Senior Managing Executive Officer
of the Company Director, Business

1978
2004

2005
2006
2008

Joined the Company

General Manager, Sales Promotion
Department

Director & Executive Officer

General Manager, Tokyo Sales Office
Director & Managing Executive Officer

1982 Joined The Nippon Credit Bank, Ltd.
(currently Aozora Bank, Ltd.)

1998 Joined Cerberus Japan K.K.

2003 Joined Industrial Revitalization Corporation of
Japan

2007 Joined the Company; Special Adviser

Independent
Remuneration and Nomination
Advisory Committee Member

Seiichi Kondo
(Born March 24, 1946)
External Director

, :
Takayuki Hashimoto

Remuneration and Nomination
(Bom 9, 1950

External Director

Hidemi Sato

(Born February 17, 1959)
External Director

1972 Joined the Ministry of Foreign Affairs of Japan

1999 Deputy Secretary-General, Organization for
Economic Co-operation and Development

2006 Ambassador Extraordinary and
Plenipotentiary to Permanent Delegation of
Japan to the United Nations Educational,

1978 Joined IBM Japan, Ltd.

2008 General Manager, Sales, Japan

2009 General Manager, IBM Japan

2014 External Director of the Company (to present)

[Significant concurrent positions]
Honorary Advisor, IBM Japan, Ltd

1981 Joined Mitsubishi Electric Corporation

1996 Completed Doctoral Program at Graduate
School of Ochanomizu University; took a
doctorate (Doctor of Philosophy in Food
Science)

1997 Part-time lecturer at Fukushima University,

Management Division 2008 Director, Consumer Business Division 2008 Executive Officer Scientific and Cultural Organization 83{2:32 A,\ljl‘gir%g ”;fl %ﬁgpoéggfg of Mitsubishi Chemical The Open University of Japan, Nippon
2009 President & Representative Director 2010 Director & Senior Managing Executive Officer 2009 Director, Corporate Planning Division 2008 Ambassador of Japan to the Kingdom of Holdings Corporation Veterinary and Animal Science University

2014 Chairman of the Board of Directors &
Representative Director

2016 Chairman of the Board of Directors (to present)

[Significant concurrent positions]

Outside Director of Dynapac Co., Ltd., Outside Director of
NAGASE & CO., LTD

Katsuyuki Miwa
(Born August 5, 1955)

Director & Senior Managing Executive Officer
Director, Production & Purchasing Division

2010
2014

Sales Division Director
President & Representative Director
(to present)

[,

Hirohito Kodama
(Born March 22, 1959)
Director & Managing Executive Officer

Responsible for Business Process Redesign and President

& Representative Director of Kagome Axis Co., Ltd.

(to present)
2016 Director & Senior Managing Executive Officer
(to present)

Masahiro Sumitomo
(Born February 3, 1961)

Director & Managing Executive Officer
Director of International Business Division

1979 Joined the Company

2005 President & Representative Director of
Kagome Labio Co., Ltd.

2010 Executive Officer of the Company

2010 General Manager, Production Department,
Production & Purchasing Division

2013 Managing Executive Officer

2013 Director, Production & Purchasing Division (to
present)

2013 Director & Managing Executive Officer

2016 Director & Senior Managing Executive Officer
(to present)

Reasons for appointment

Hidenori Nishi

Naoyuki Terada

1981
2003

2006
2008
2008
2011

2013
2016

Joined the Company

General Manager, Corporate Planning
Department

Executive Officer

Director & Executive Officer

General Manager, Research & Development
Division

Director & Managing Executive Officer (to
present)

CEO, Asia Business Company

Responsible for Business Process Redesign
(to present)

[Significant concurrent positions]
President & Representative Director of Kagome Axis Co., Ltd.

achievement of the medium-term management plan

1984 Joined the Company

2002 General Manager, Business Development
Department

2006 Executive Officer

2008 President of Vegitalia S.p.A

2012 Representative, Europe Regional Head Office,
Corporate Planning Division of the Company;
and President of Vegitalia S.p.A.

2012 Managing Executive Officer of the Company

2015 Director of International Business Division of
the Company; General Manager, Global
Consumer Business Department; and CEO,
Global Tomato Company of Kagome Co., Ltd.
(to present)

2016 Director & Managing Executive Officer
(to present)

He has extensive experience in overseas business, business management, sales, etc., and is promoting measures to improve corporate governance at Kagome

He has extensive experience in marketing and sales departments, etc., and is leading the Kagome Group’s business through his strong leadership toward the

Yoshihide Watanabe He has extensive experience at a financial institution and the corporate planning department, etc. of Kagome, and is pushing forward with reforming working styles
and reforming the earnings structure as supervisor of the corporate planning division.

Katsuyuki Miwa

Kagome's products and reduction of costs as supervisor of the production & purchasing division

He has extensive experience in the production and purchasing department, management of subsidiaries, etc., and is promoting improvement of quality of the

Denmark
2010 Commissioner for Cultural Affairs
2014 External Director of the Company (to present)
[Significant concurrent positions]
Outside Director of JX Holdings, Inc.
Outside Director of Pasona Group Inc.

Outside Director of CHUBU Electric Power Co., Inc.

Mutsuhisa Kanie
(Born December 5, 1954)

Director, Standing Audit and Supervisory Committee
Member

Murata Morihiro

(Born July 20, 1946)
External Director, Audit and

Audit and Supervisory
Committee Member
Remuneration and Nomination
Supervisory Committee Member Advisory Committee Member

(currently Nippon Veterinary and Life Science
University)
1999 Part-time lecturer at Mejiro University College
2015 Visiting professor at Nippon Veterinary and
Life Science University (to present)
2017 External Director of the Company (to present)
[Significant concurrent positions]

Visiting professor at Nippon Veterinary and Life Science
University

- =

I ’

I £

Hiroshi Mori
(Born February 21, 1965)

External Director, Audit and
Supervisory Committee Member

Independent
Audit and Supervisory
Committee Member

1977 Join the Company

2001 General Manager of Logistics Department

2007 Corporate Auditor

2016 Director, Audit and Supervisory Committee
Member (to present)

[Significant concurrent positions]
Outside Auditor of Dynapac Co., Ltd

Seiichi Kondo

1970 Joined Arthur Young & Co. Tokyo Office

1974 Registered as Certified Public Accountant

2002 Representative of Asahi KPMG Tax
Corporation

2006 Representative of Murata Morihiro Accounting
Firm (to present)

2011 External Auditor of the Company

2016 External Director, Audit and Supervisory
Committee Member (to present)

[Significant concurrent positions]

Representative of Murata Morihiro Accounting Firm

Outside Audit & Supervisory Board Member of Kokuyo Co., Ltd
Outside Auditor of Sumitomo Rubber Industries, Ltd.

tion in the formulation of the OECD Principles of Corporate Governance.

1989 Joined Development Bank of Japan
(currently Development Bank of Japan, Inc.)

1993 Seconded to Finance Bureau of Ministry of
Home Affairs (currently Ministry of Internal
Affairs and Communications)

2003 Seconded to Tesac Corporation, a company
under reorganization
Trustee representative, Manager of Corporate
Planning Department

2006 Registered as attorney-at-law, joined
Nishimura & Asahi

2012 Partner at Nishimura & Asahi (to present)

2016 External Director, Audit and Supervisory
Committee Member of the Company (to present)

[Significant concurrent positions]

Partner at Nishimura & Asahi

Outside Director, USEN Corporation

Outside Director, Audit & Supervisory Committee Member,
Mitsubishi UFJ Securities Holdings Co., Ltd.

He has extensive experience in overseas assignments of central government ministries and agencies and knowledge of economy, as exemplified by his participa-

Takayuki Hashimoto He has extensive experience and knowledge on diversity promotion and risk management in business as a manager of a highly diversified global company

Hidemi Sato
activities on food and nutrition.

Mutsuhisa Kanie

She has extensive knowledge on food science and food education through many research activities regarding food science and many years of educational

He is proficient with the Company’s business from his experience in the corporate planning division and SCM division etc., and has extensive experience as a
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corporate auditor and performs audits appropriately.
Hirohito Kodama He has extensive experience in the corporate planning and research and development departments, etc., and is driving ahead with improvement of business

efficiency, business process redesign and health and productivity management of Kagome as the president of Kagome Axis Co., Ltd.

Murata Morihiro He is proficient in corporate accounting as a certified public accountant and tax accountant, and has extensive insight to oversee corporate management based

on his experience in corporate management, etc.

Masahiro Sumitomo He has extensive experience in the overseas business department, management of overseas subsidiaries, etc., and is promoting global expansion of Kagome’s Hiroshi Mori

business as supervisor of the international business division

As a lawyer, he is well-versed in corporate legal affairs and risk management practices, and has extensive insight to oversee corporate management.
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Compliance

A Policy of “Corporate Openness”

With its company executives and employees mutually recog-
nizing and respecting one another’s individuality and capabili-
ties, our company supports a philosophy of “corporate open-
ness” that strives for fair and transparent business operation.
Each Group company also observes this philosophy, and it is
the basis upon which they conduct their corporate activities.

This corporate philosophy was initially realized through the
daily actions of each executive and employee. In this regard,
our company formulated the Kagome Code of Conduct, a set of
behavioral guidelines thoroughly adhered to by all group
executives and employees. (Pages 34 through 35)

Compliance Promotion System

The Kagome Group has established a Compliance Committee,
under the supervision of the Joint Risk Management Meeting
(which is chaired by Kagome's President & Representative Direc-
tor). The Compliance Committee, which is chaired by Director &
Senior Managing Executive Officer with responsibility for over-
seeing compliance, undertakes verification of compliance pro-
motion and monitoring status. The results of the Compliance
Committee’s deliberations are reported to the members of the
Management Meetings via the Joint Risk Management Meeting.
The Legal Affairs Office, which functions as the secretariat of the
Compliance Committee, plays the central role in day-to-day com-
pliance operations.

Kagome established the Kagome Compliance Hotline, which
is accessible to all domestic Group employees, and through
which reports can be made and guidance given with regard to
illegal or suspicious activities in the workplace. This system
incorporates an internal direct line to the Compliance Committee’s
secretariat, as well as an external hotline to an outside law firm.
To encourage employees to use these contacts without hesitation,
the identities of those making reports are kept strictly confidential.

Kagome takes steps to protect the privacy of employees who
make reports to ensure that these employees do not suffer any
adverse consequences. We quickly conduct investigations
based on the information received and take appropriate
countermeasures. In such cases, respecting the principle that
whistleblowers and other related parties cannot be identified, we
share information internally so as to prevent similar incidents from
occurring in the future. In fiscal 2016, the Kagome Compliance

Having formulated the Kagome Group Compliance Implementa-
tion Rules, Kagome Group implements thorough compliance
throughout the Group. At domestic Group companies, the legal
affairs department, which serves as the secretariat of the afore-
mentioned Compliance Committee, leads these efforts.
Compliance implementation activities include not only the
preliminary checks in compliance-related cases and the
dissemination of compliance-related information, but also the
conduct of group training for new employees and new managers,
and an ongoing program of in-house compliance seminars, etc.
that make use of e-learning, case studies, and group discussions.
The in-house compliance seminars are integrated with the Skill
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Hotline was used 15 times, and each case
was resolved.

Contact details of the Compliance
Hotline are registered on Kagome Safety
Net, a smartphone application which can
be downloaded by the employees, and
every effort is made to ensure that
employees can access the Compliance
Hotline at any time.

Kagome  fully  recognizes  the
importance of compliance in relation to
the Group companies located overseas. In 2014, an overseas

internal reporting system has been introduced, and the scope of
this system has been gradually expanded to include the Group
companies located in the U.S. and Australia.

We will continue to strive to prevent and rapidly identify illegal
activities through the appropriate operation of the Kagome
Compliance Hotline.

Number of consultations and reports received by Kagome
Compliance Hotline

M Japan

Overseas

FY2012 FY2013 FY2014 FY2015 FY2016
(9 months)

Initiatives to Maintain Rigorous Compliance

Points program that forms part of the company’s personnel
management system, and participation in these seminars is a
prerequisite for promotion.

Efforts are made to keep training up-to-date, taking account of
new developments in society and using examples from within the
company. The training arranged for fiscal 2016 included
e-learning concerning tax compliance. In addition, the group
training aimed to increase the employees’ awareness of
compliance-related issues, delving into topics such as the
Subcontract Act, points to note regarding the use of social media,
unjustifiable premiums and misleading representations, maternity
harassment and LGBT.

Handling Different Types of Risk

Kagome, as a “vegetable company” which makes maximum
use of nature’s bounty and aims to contribute to helping cus-
tomers live longer, healthy lives, has been promoting activities
to reduce various risks centering on food safety. With an eye

on ESG, we convey information on our risk management from
the perspective of “Governance Risk Compliance” (hereinafter
GRC) which is comprehensive risk management techniques to
improve efficiency of management decision-making.

Companywide Risk Management Structure

Our company strives to address operational risks in each
department and “risks related to business” described in our
Annual Securities Report. In addition, to enhance its risk
management structure, our company has established five
committees, particularly in consideration of the importance of
third-party evaluation, and has set up the Joint Risk Management
Meeting as a single integrated body to manage risk. The Joint
Risk Management Meeting, which is chaired by the President &
Representative Director and consists of members of the
Management Meetings, works to ensure swift decision-making
takes place with regard to policies for responding to risk and

important issues related to responses to risk. With a focus on
operational risks, the Joint Risk Management Meeting meets in
principle once a month to receive reports and suggestions from
the secretariat and relevant departments on day-to-day social
issues, their impacts on Kagome Group and responses to such
issues, in addition to reports on activities of each committee, and
to discuss and instruct on necessary responses, thereby
improving internal control as activities to reduce risks. In addition,
in order to improve effectiveness of internal control, details of the
instructions are leveraged for monitoring by internal audit
departments, and the result of the monitoring is reported to the
Audit and Supervisory Committee monthly.

® Compliance Committee

The Compliance Committee is a corporate
body to promote compliance in Kagome
Group. This committee has set up a
Compliance Hotline within its secretariat to
receive reports from employees and others.
In this way, we work to put in place preventive
measures and to detect any anti-social or
unethical actions taken by the company and
its employees as early as possible.
Furthermore, this committee discusses
measures in response to new public
regulations, etc. as necessary.

@ Information Security Committee

The Information  Security = Committee
determines basic policies and audits the
execution of these policies with regard to the
protection of important information, such as
personal information held throughout the
Group, as well as the proper management
framework and usage. This committee works
to assure adherence to the law and prevent
information leaks. The Information Security
Committee conducts monitoring of any
unauthorized access from the outside and
examines measures to enhance operation of
information system.

@ Quality Assurance Committee

In order to ensure customers with peace of
mind when using our products which
contribute to customers’ longevity and good

health through nature’s bounty, maintaining
quality is always the most important issue for
our company as a food manufacturer. With
the objective of strengthening quality
assurance of products, the Quality
Assurance Committee  brings together
representatives of relevant departments and
meets monthly to address customer
comments, prevent accidents, respond to
amendments of laws, and assure proper
labeling. The establishment of this committee
has enabled Kagome to respond more
precisely, and in a more expeditious fashion,
both internally and externally.

@ Research Ethics Review Committee

For the purpose of contributing to giving
customers longer, healthy lives through
provision of vegetables, our company is
engaged in research activities toward
unraveling of the mechanism behind the
benefits of vegetables and acquisition of its
evidence. The Research Ethics Review
Committee was established to investigate
possible risk of individual dignity or human
rights being impinged on when product
efficacy and safety verification testing on
humans is being conducted at the R&D
stage. This committee is comprised of
employees who are not a part of our
company’s R&D operations, as well as
external medical experts and lawyers, hence
creating a framework with a neutral

perspective, capable of judging research
objectives, ethical adequacy and scientific
legitimacy.

® Investment Committee

Our company is working on various business
developments in order to be transformed
from a “tomato company” to a “vegetable
company.” The Investment Committee is an
independent committee which consists of
members selected from in-house specialized
departments.  This  committee  was
established for the purpose of measuring
and assessing risks of investments which are
drafted by each department. Proposals
which are verified by this committee are
submitted to the board of directors or the
Management Meetings and deliberated
officially

President & Representative Director

[ Joint Risk Management Meeting }
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Views Based on GRC

Our company is expanding our business domain and business
areas to achieve the targets of the mid-term management plan.
Our pressing issue is to strengthen governance of the entire
Group to ensure sound management of the Group.

In an aim to promote sound group governance, Kagome
started working on initiative of internal audit with an eye on
“Leveraging COSO across the Three Lines of Defense,” a paper
which is a collaboration between the Committee of Sponsoring
Organizations of the Treadway Commission (COSO) and The
Institute of Internal Auditors, Inc. (IIA). At the base of this
initiative are control activities (the first line of defense) performed
appropriately in business departments and Group companies
which conduct day-to-day operational activities. We aim to
develop a system in which head offices (the second line of
defense) which oversee such activities and conduct overall
management help further ensure that risks and controls are
effectively managed, as the internal audit (the third line of

defense) monitors both of the abovementioned lines of defense
and provides assurance to the management and the Board of
Directors.

In internal audit, we have been trying to perform inspection
not merely by evaluating good from bad based on a check list,
but also by interviewing persons who are involved in the
management as well as by verifying actual atmosphere and
background of operation. This initiative is implemented not only
in operational audits run by the Internal Audit Department, but
also in monitoring quality, environment, labor and other areas in
relevant departments.

Through various audit activities, we strive to accomplish the
four purposes of internal control, namely to improve
“effectiveness and efficiency of business operations,” ensure
“reliability of financial reporting,” “comply with laws and
regulations relevant to business activities” and “safeguard
assets” through the proper procedures.

Concept of Internal Control (image of three lines of defense and internal audit)

Governance body (Board of Directors / Audit and Supervisory Committee)

Direction, supervision

Monitoring

The first line of defense

Persons responsible for business departments
which directly handle operations

Business site leaders of each company,
CEO of subsidiaries

Own and manage risks and control on a daily basis

Management

The second line of defense

Persons responsible for business departments,
Persons responsible for overall management

Managers of administrative departments,
each committee
Take over risk management and compliance functions
put in place by management to help ensure the first
line of defense is operating appropriately (financial
management, security, quality, environment,
compliance, etc.)

Supervision, audits

ervision

(dE)rection)

Direction,
supervision

Su

The third line of defense

Internal Audit Department

Provides assurance regarding the efficiency and
effectiveness of governance, risk management, and
internal control
(does not design or implement controls and is not
responsible for organization’s operations in order to
maintain independence)

Monitoring

A

Initiatives for Supply Chain with an Eye on BCP

Our company sustained significant damage from the Great East
Japan earthquake. As a result, like many other companies, we
are working to strengthen the company-wide communication
infrastructure in the event of large-scale disasters and such. At
the same time, through activities to support disaster-stricken
areas such as provision of our products to evacuation centers
after the earthquakes, we listened to the opinions of many peo-
ple about vegetable intake. This reminded us about the social
significance of Kagome’s existence and that our company is an
integral part of a lifeline which involves food. Based on what
was learned and experienced from the Great East Japan earth-
quake, we set out “First Action Guidelines after Occurrence of
Large-scale Disasters,” which state roles and first actions in
accordance with management resources (people, products,
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facilities, information). With regard to initial actions from the time
of occurrence of large-scale disasters until the time of assem-
bling the in-house Disaster Countermeasures Center under the
president as a division director according to BCP*, at the initia-
tive of the management, a consensus is made among relevant
departments to take actions without delay.

In accordance with the guidelines, in the event of disasters, a
distribution network is to be established under the leadership of
SCM Division to achieve the quickest possible recovery of
product supply. Development of BCM on a global scale in
cooperation with overseas locations will be our challenge for
the future, where there may be difficulties due to the difference
in laws and regulations by country and other issues.

* BCP: Business Contingency Plan

Our Responsibility to Shareholders and Investors

Our company discloses information to shareholders and investors in a fair, simple and timely manner.
We attach great importance to opportunities of two-way communication with shareholders and investors through IR events such as
the General Meeting of Shareholders, “Talks with the President,” “Production Plant Tours,” etc.

General Meeting of Shareholders

Our company encourages an ever-greater number of shareholders
to participate in its General Meeting of Shareholders by enhancing
the content of “convocation notice” and “documents accompany-
ing the convocation notice,” disclosing them on the company web-
site and sending them as early as possible. In 2017, we featured a
discussion meeting among directors and included suggestions
from external directors. At the General Meeting of Shareholders, we
made efforts to provide reports in an easy-to-understand manner
through speaker explanations and visuals using videos. Further-
more, through displays in the lobby, we work to share information
about our activities with shareholders in a more productive manner
and encourage their direct feedback.

After the meeting, we promptly disclosed details of the meeting including Q&A sessions and results of questionnaire surveys
completed by shareholders who attended the meeting, in order to help shareholders who could not attend the meeting understand the
details of the meeting.

Management Oversight

Based on the idea that management oversight is enhanced by feedback about a company’s corporate activities and business perfor-
mance from the perspective of numerous shareholders, in fiscal 2001, we began working to attract 100,000 “Kagome Fan Sharehold-
ers” shareholders. This initiative drove shareholder numbers past the 100,000 mark on September 30, 2005, and shareholder number
currently stands at over 200,000. We will continue to appropriately reflect the valuable opinions and needs of our shareholders in all our
corporate activities.

Dividend Policy

Our company recognizes that returning profits to its shareholders is one of its most important management issues. We make it a basic
policy to distribute stable dividends, targeting a dividend payout ratio of 40%. Internal reserves will be allocated to the strengthening
of financial structure, future strategic investments and other activities aimed at even greater shareholder returns through future business
growth.

Special Shareholder Benefits

Under Kagome’s Special Shareholder Benefits system, twice a year a selection of Kagome products is sent to shareholders throughout
Japan. Rather than merely being a case of “giving something back” to shareholders, the main aim of the Special Shareholder Benefits
system is to use Kagome products to give a better understanding of our company; every time, the products are accompanied by a
questionnaire survey which helps our company to understand shareholders’ views and expectations, information which can then be
utilized effectively in our company’s business activities.

Credit Ratings

Our company’s financial credibility is rated by Rating R&l JCR
and Investment Information, Inc. (R&I) and Japan  (Rating and Investment Information, Inc.)
Credit Rating Agency, Ltd. (JCR). The most recent Long-term credit rating

ratings on Kagome by the two agencies are shown A

(Japan Credit Rating Agency, Ltd.)

Long-term credit rating Short-term credit rating

A J-1

on the right.
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Topic

evaluates all aspects of business from any part of the world

O -I Introduction of a global personnel system that fairly

—n

Standards set according to job functions
and results, instead of people

— Aims for introducing a global personnel system —

The appropriate functioning of a personnel system
that rewards hard work

Pay for Pay for
Pay for Job Differentiation

Provide easier-to-accept % Enhances motivation
evaluations

Cultivate healthy competition 9 Increases the promotion chances
of female/young employees
Clarify business results and % Promotes way of working
value reforms
Toward a “strong company” that is capable of
sustainable growth

I':-'
i

“Global Job Grading”

Opportunities for joint development and research across
country boundaries have also increased along with global
expansion

— A grading system for the scale of universal job functions—
Image of the global job grading

Japan America Australia Portugal
Grade II| E
\% O
v O
i O O @)
Il O O O

The development of measures in response to diversifying work styles so as to accelerate

global expansion

The Kagome Group has locations in 35 countries all over the
world, and about 20% of its employees are overseas employ-
ees. However, we did not have a unified personnel system that
allows management of the Group as a whole. In response to
this, and aiming for our employees to “be evaluated under fair
standards, and to be treated equally, anywhere in the world,”
we introduced, step by step, a global personnel system from
2013. In practical terms, the system aims to prepare infrastruc-
ture for globalization, to revise the seniority system which used
to serve as an evaluation standard for job functions, and to ap-
propriately distribute personnel expenses in accordance to
more thorough evaluations.

Having Group-shared HR policies and measures accelerates
corporate growth, and with regard to the above system we state
the following three reasons as explanation to our employees.
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First is to demonstrate our basic principle of “focusing on
people,” which we have inherited since Kagome's establishment.
Second is to position our employees as significant stakeholders.
And last but not least, to have a common indicator necessary
for creating management policies and measures. This shared
indicator is referred to as the “Global Job Grading.” Through
this, the scale of each job function can be taken into
consideration, and a framework that ensures the clear reflection
of evaluation results can be built. In turn, the Group-shared
cultivation of human resources and registration is made
possible, alongside phasing out the seniority factor, which is
unique to the Japanese culture. Going forward, we envision the
switching of roles among employees in various ranks in both
overseas and domestic offices, and the revitalization of
personnel communication.

Topic Becoming a strong company by promoting diversity,

in all positions, from officers to employees

O 2 striving for “50% of the workforce consisting of women”

We want to value the female perspective,
precisely because we are a company
supported by women

An overwhelming majority of customers purchasing our prod-
ucts are women, and so are over half of “Kagome Fan Share-
holders.” Kagome constantly places high in job popularity rank-
ings for female university students in STEM; we also have 1
female employee out of 4 employees, all of whom are active in
their jobs at various placements. Working mothers returning to
the office after their maternity or child-raising leave are also
increasing. To be a company heavily supported by women, we
believe that it is crucial and necessary to have 50/50 a gender
ratio in the workforce.

The “Diversity Committee” was established in January 2016 to
promote activities to sustainably revitalize the workplace

(Above) “Work-life seminars” organized in 4 venues across Japan
(Tokyo, Osaka, Nasu, Nagoya) in 2016

(Below) “Diversity Day,” a company-wide forum held annually,
inviting external experts and specialists

<The Act on Promotion of Women’s Participation and

Advancement in the Workplace> Kagome’s Action Plan
Period: April 1, 2016 to March 31, 2019

) Target1 ------- To hire new employees, of whom 500/0 or more
are female employees.

) Target2 ------- To maintain the employment percentage of female
employees hired before the 9-11 fiscal years ago, at
or over 800/0 of that of male employees

) Target3 ------- To ensure that female employees make up over
80/0 of managerial positions (Manager and above)

Utilizing diverse “talents,” including
women, can boost management reforms

In the promotion of diversity, we value the following 3
perspectives: 1) to fulfill our social responsibility as a
company; 2) to enrich our employees’ lives; 3) to become a
strong Kagome. And the most important foundation in this
endeavor is “communication.” We believe that to recognize
each other’s differences, to exchange opinions, and to make
use of these differing perspectives, abilities, and experiences
are the driving force for us to become a “strong Kagome.” In
January 2016, 117 representatives from all offices
established the “Diversity Committee” (which is chaired by
President Terada), and began organizing activities in all
offices to revitalize workplace communication, such as
workshops for understanding differences among employees.
Moreover, seminars inviting external experts and study
sessions for managerial positions are held, in order to
promote the understanding of diversity, as well as to give an
opportunity to employees to think independently about their
careers and work methods. In our mid-term management
plan, we plan to utilize the various perspectives and abilities
of our employees to create an environment where even
those who are motivated but constrained by time or location
can work to their hearts’ fulfillment.

Became a member of the “lkuBoss Alliance”
in April 2016
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Kagome’s ESG Initiatives | Society

Topic  To build equal relationships with domestic and overseas

03

Guidance on food quality to domestic growers

Maintenance of equal, sound, and
appropriate relationships

As an “open company,” the Kagome Group strives to maintain
equal, sound, and appropriate relationships with domestic
suppliers and local manufacturers. Proposals from companies
who want to start new transactions with us shall be handled
immediately and fairly. Moreover, alongside complying with the
Antimonopoly Act in our transactions, we respect the spirit of the
Act, and shall never commit inappropriate trading with our
suppliers. Therefore, we have set up a contact via telephone, the
“Kagome Compliance Hotline,” to handle requests and queries
from suppliers.

growers and suppliers, and to prioritize mid- to long-
term partnerships with shared values

Sharing values with suppliers based on
our corporate philosophy

The Kagome Group is honored to have our trusted suppliers on
mid- to long-term partnerships sharing the values based on our
corporate philosophy, supporting us in our business, and
delivering products with value to our customers. In order to
inspire and get to know each other on a deeper level, we and our
suppliers work to meet once a year to exchange dialogue and
ideas, focusing on companies that have long traded with us.

The overseas procurement of processed
agricultural materials

For overseas producers (suppliers) of processed agricultural
materials, Kagome generally visits the suppliers’ location, and
inspects the status of quality management from the cultivation
stage to the production process. For tomatoes, in particular,
Kagome holds meetings with suppliers each year before
production season. With the suppliers, we discuss issues
covering the whole production process from field to factory, in
order to enhance the quality of raw materials. For example, we
investigate not only the processing procedures of harvested
produce, but cultivation methods such as the number of times
pesticides are applied by contracted farms, as well as optimal
fertilization methods. Moreover, we extract potential issues of the
coming year from the season review at the end of the period, so
as to set targets which we can achieve through mutual support.

Major suppliers of ingredients of the Kagome Group (as of May 2017)

Spain
+ Tomatoes
* Apples
France [ China U.S.A.
+ Carrots - Tomatoes - Tomatoos
* Onions - Carrots
Germany
- Apples
Poland
+ Apples
Austria
- Apples r
1 ,JiJapan
L - Tomatoes i
Italy Turkey + Apples Brazil
+ Tomatoes - Tomatoes - Spinach + Oranges
- Apples - Carrots - Carrots
- Celery Chile
+ Tomatoes
Portugal Australia * Apples
+ Tomatoes . Carrots - Bell peppers
- Tomatoes + Petit vert
i - Grapes
South Africa {\liw Zlgsland Argentina
- Apples  J . C’;ﬁots - Grapes
+ Lemons . Lemons
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Since the establishment of the Kagome Group, we have utilized nature’s bounty and have worked as one to provide customers with
useful products. Food safety and reassurance remains one of our first priorities. In Kagome, we undertake various analyses and checks
for processes from the field to the provision of products.

Towards safety and reassurance
Quality management from field to products

Confirmation of safety through process management
(Example case: contracted cultivation of domestic tomatoes)

" Receipt of raw 9 Delivery of
Planting of crops M Productiol finished products
Soil analysis Imrgﬁél{;gifsruit Mature fruit analysis
Analysis on products Delivery of certified
in progress products
—

Measures tackling radioactive materials

Immediately after the Fukushima Daiichi Nuclear Power
Station Accident in 2011, public analysis institutions
checked and carried out regular safety examinations on
water used in factories, while Kagome checked and carried
out the same for radioactive materials in raw materials and
products procured and produced in Japan. For tomatoes in
particular, we carry out examinations during multiple
stages, including on the soil of the field where crops are
planted, immature fruit under cultivation, mature fruit before
harvesting, and the fresh juice before packaging, all the
while keeping a close eye on information on food origins,
harvesting periods, as well as administration and monitoring.

Measures in response to pesticide residues

Kagome carries out annual inspections of pesticide residues in raw materials to ensure safe
consumption. Pesticide amounts have increased significantly since the “Positive List
System for Agricultural Chemical Residues in Foods*” was issued in May 2006, and residual
standards consequently became more stringent. While developing technology that enables
the efficient analysis of multiple components, our analysis department has obtained the
International Standard ISO17025, qualifying it as a capable organization for examinations
and analyses. We are working to further enhance the precision of our analyses. Furthermore,
aside from analyzing pesticide residuals, the same department is also equipped with a
system that analyzes and examines mycotoxins and bacteria that causes food poisoning,
etc., ensuring the safety of raw materials procured domestically or overseas.

LR
Analysis of pesticide residues

*The “Positive List System for Agricultural Chemical Residues in Foods” is a system that, in
principle, prohibits that circulation of foodstuffs containing excessive levels of non-standardized
pesticides.

Measures towards food defense

To prepare for the “intentional contamination of foodstuffs with foreign matter” in Japan, Kagome has established an internal
management guide related to food defense, and ensures its thorough observance. In more concrete terms, aside from installing
cameras and renewing the lock system in company factories, as well as revitalizing the communication among factory employees,
we work as one with our partner factories in establishing a system in line with Kagome’s management guide.

Quality management of overseas Group companies

In addition to obtaining the GSFI certification*, Kagome’s overseas Group
companies share the same standards and work to enhance quality, so that the
world will recognize “Kagome’s quality.” Since 2016, the Global Quality Assurance
Department, aimed to enhance the level of quality assurance of overseas Group
companies, has been officially established as an organization, and to this day
establishes shared standards, assists in cooperation within the Group, and carries
out inspections and provides guidance regularly.

*Global certification for food safety: GFSI-certified food safety assurance schemes

GFSI (Global Food Safety Initiative): BRC, FSSC22000, SQF, etc. Quality inspection at H.1.T. (Portugal) factory
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Kagome’s ESG Initiatives | Society

Topic  Longer, healthy lives through food:

Reducing the number of “Japanese people whose diets

O 5 are short on vegetables to 0”

Resolving the health problems of a super aging society with vegetables

The Kagome Group is dedicated to business operations with the theme of helping people live longer, healthy lives through products that
utilize nature’s bounty. We have over 1,000 types of products, which covers 11.9% (494,000 tons) of green and yellow vegetables
consumption in Japan. On the other hand, the average Japanese diet is still around 57g short of the targeted 350g or more recommended
by the Ministry of Health, Labour and Welfare. In Japan, a country plunging into a super aging society rarely seen in the world, Kagome
believes that the extension of healthy life expectancy is an urgent issue that requires attention from both public and private sectors, and is

accelerating its efforts in resolving said issue through food.

Offering delicious ways to eat plenty of vegetables, according to needs

Kagome provides a wide range of vegetable drinks, for people who dislike eating vegetables
or those who do not have time to cook, so that they can consume vegetables easily, anytime,
anywhere. In the production process of “GREENS,” released in 2015, heating is more
controlled than in those of other vegetable drinks, allowing consumers to enjoy the drink with
the texture and aroma of the actual vegetables and fruits used. This line of products is
especially popular among working women aged 20-40, as a substitute for salads during
meals. Moreover, our direct marketing brand “Kenko Chokusoin” is mainly supported by
customers aged 60 and above. This highly-praised system that directly delivers products to
customers eases the burden of having to shop for juice and other heavy products outside,
leading to an expansion in sales.

Labeling our Tomato Juice with functional claims

With a focus on tomatoes, Kagome has been engaged in research on vegetable nutrition for
a number of years, testing out a variety of effects and efficacies. Lycopene has been
reported to act in a way that boosts high-density lipoprotein (HDL) cholesterol, so starting
last year we began selling our Kagome Tomato Juice (265g, 720ml, and 200ml sizes) and
Lycopene Choleste-Fine with functional claims on the labels in 2016. Through this, our
products have become more attractive for health-conscious people. Furthermore, GABA
delivered from vegetables has also been reported to have a reducing effect on higher blood
pressures, so we are re-branding our “Kagome Vegetable Juice” in fall of 2017 with
functional claim food labeling.

Strengthening our efforts in reducing salt for the health of Japan

According to the “Dietary Reference Intakes for Japanese” issued by the Ministry of Health,
Labour and Welfare in 2015, the reference value of salt intake for males is less than 8.0g per
day, and for females is less than 7.0g per day. It is said that male and female adults need to
reduce roughly 30% in their daily salt intake levels. This is where Kagome has zeroed in on
the “umami” (savory flavor) component of glutamine acid in tomatoes. We are proposing
“Recipes that reduce salt by 30% or more” that use tomato ketchup to replace half the
normal amounts of soy sauce or miso in cooking.

Provision of information through stores,
homepage, and events

To increase the consumption of vegetables, we work to promote
the importance of eating vegetables through dietary education
assistance, as well as store-front PR activities.

A3 AnRRETE
il R HiX1E

* Direct marketing brand “Kenko Chokusobin”

e i
]
T

(From left) KAGOME Tomato Juice,
with salt; KAGOME Tomato Juice
720ml / 200ml, with salt and no
additives; KAGOME Lycopene
Choleste-Fine

Sales promotion tool shown at mass
retail store fronts

e W

BEERSES § &

Distribution of “Lylyco,” tomatoes Homepage for “Day of Vegetables”
used for making juice Website that introduces easy ways of

Every year, we distribute tomatoes for free to consuming vegetables, which tend to be
customers who have purchased vegetable lacking in summer

drinks at our mass retail stores.
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Topic Corporate growth hand-in-hand with societal growth:
O 6 efforts in regional revitalization and dietary education
assistance

Efforts in agricultural development and
regional revitalization

Promoting agricultural development through
agreements with local communities

Kagome has entered into agreements with local governments
across Japan and launched the “Locally Grown, Nationally
Consumed” campaign in 2010, as a way of bringing local
specialties from all over Japan and seasonal tastes to customers
through the Kagome brand products. The agreement covers 15
prefectures, and encourages diverse cooperation in these
locations, such as the provision of disaster aid, and activities with
the aim of agricultural and economic development, in addition to
the utilization of local produce as raw materials.

Agreements that Kagome has concluded in communities
(as of March 2017)

JA Okinawa

Hirosaki City

Nagano Prefecture
Tochigi Prefecture
Kyoto Prefecture ‘/
Hiroshima Prefecture Fujimi Town
Hokuto City
Ehime
Prefecture N
Tokai Kanagawa Prefecture
City
* f!§ Mie

Kochi Prefecture Yamanashi Prefecture

Oita Prefecture  Prefecture

Using vegetables and fruits from regions all over
Japan as ingredients for vegetable drinks

The “Yasai Seikatsu 100 Seasonals Series,” which forms the core
of the “locally grown, nationally consumed” campaign, is a limited-
time product using seasonal fruits.

By limiting product numbers, we are able prevent the series
from becoming a commodity, and to sell it maintaining the value
of the ingredients. As a result, local farms can earn more
appropriate revenues for their produce, allowing them to
sustainably cultivate crops.

The “Yasai Seikatsu 100 Seasonals Series,” which uses vegetables and fruits locally grown
in various Japanese regions

Dietary education assistance that helps
children grow up healthy through food

As a food company, Kagome proactively endeavors in various
dietary education assistance, aiming to contribute to good health
and longevity of people through our corporate activities.

Kagome Theater

Kagome Theatre is an original
children’s musical launched in 1972.
We have had about 3,460,000
people as our audiences to this
point. Since 2012, the musical has 1
been raising funds for “Charitable Foundation, the MICHINOKU
Future Fund,” providing orphaned children of the Great East Japan
Earthquake with the means to continue their education.

L

The Lylyco Wakuwaku Program

Every year from April to May,
Kagome distributes  saplings  of
“Lylyco,” tomatoes used for juice, to
primary schools, kindergartens, and
nurseries, contributing to the
experience and education in terms of food and agriculture. As of
fiscal 2016, about 1,000 schools and institutes participate in the
program.

Efforts towards the Great East Japan
Earthquake

Kagome forges “bonds of mutual assistance” with victims of the
Great East Japan Earthquake and people involved in rebuilding
efforts, organizing various activities.

The MICHINOKU Future Fund

In 2011, Kagome established the “MICHINOKU Future Fund”
along with Calbee, Inc. and Rohto Pharmaceutical Co., Ltd., in
order to commence activities that support orphaned children of
the disaster in their dreams of continuing their education. We call
for donations from all over Japan, and pay for full university and
vocational school fees (with an annual limit of 3 million yen) as of
the time of enrolment, with no requirement for repayment. For the
coming 20 years, we plan to support about 1,300 children,
including those who were not born yet during the disaster, until

» = I

they graduate. E
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Kagome’s ESG Initiatives |  Environment

Topic  Running an agri-

O 7 business that conserves
biodiversity through the
cultivation of tomatoes

Using ecosystem-friendly pesticides

Kagome makes intensive efforts not to use excess pesticides
and chemical fertilizers when cultivating tomatoes for making
juice. In 2003, we established our own “Kagome Standards for
Pesticide Usage.” Aside from removing pesticides that are
suspecttoinclude toxic substances or environmental hormones,
we also work to eradicate those which bring negative effects to
the ecosystem. We keep pesticide use at a minimum by having
our field masters visit the fields, confirming the existence of
pests and quickly assessing the situation, and informing
workers of the farm of the appropriate dosage.

Visiting fields and providing guidance in the appropriate usage of
pesticides and fertilizers

Changing pollenating bees from foreign
species to native species

Topic  Employing eco-
O 8 friendly packaging for
beverage products

Switching into product containers with a
smaller environmental footprint

The Kagome Group focuses on the research and development
of environmentally-friendly products, and is working to switch
into product containers with a smaller environmental footprint.

X FSC-certified®* paper
packaging

*FSC® (the Forest Stewardship Council®)
is an international institute that manages
the certifying system for forests that
produce timber, as well as the distribution
and processing of the timber that come
from those forests.

(FSC®N002385)

Containers that use green
- energy”

*Green energy: electricity produced by
means of wind energy, solar energy,
bioenergy, in the belief that CO2 is not
produced in the process of energy
conversion using natural means.

Topic Promotion of the sustainable development of agriculture

the climate and soil quality of countries all over the worid

O 9 through cultivating tomatoes and vegetables suited to

4

Mechanical harvesting in the vast Kagome Australia tomato fields

The sustainable farming of Kagome Australia Pty. Ltd.

Inside and outside Japan, the Kagome Group has been promoting the development
and spread of agricultural technology that is highly sustainable, while capable of
protecting blessings granted to us by nature. Kagome Australia Pty. Ltd. (Australia)
is 100% compatible with the sustainable agricultural standards established by an
industry forerunner Unilever, and is working on achieving agriculture that allows
long-term cultivation through fertilizer management by means of drip irrigation, as
well as soil improvement by means of appropriate crop rotation.

H.L.T. (Portugal) also bases its agriculture on the GAP (Good Agricultural
Practice). Moreover, the seed company United Genetics Holdings (U.S.A.)
implements initiatives from the seed level, working on developing new tomato and
vegetable species that are suited to the climate and soil quality of the cultivation

Sensors installed in fields all over the world link to
satellites, collecting information such as
temperature, humidity, and precipitation

The drip irrigation system of Kagome Australia

Drip irrigation is used for the cultivation of
tomatoes for processing. Underground tubes
technology so as to further reduce environmental impact and provide stable raw provide irrigation water directly and slowly to the
materials. plant roots, minimizing the amount of water and
fertilizer consumed. The photo above shows the

We use bees to pollenate our fresh tomatoes. The foreign sites, establishing cultivation technologies, and striving towards enhancing

species Bombus terrestris was listed as a candidate for specific
foreign species that are potentially problematic. Consequently,

since May 2004, Kagome has changed the pollinators in the 3
directly-managed large greenhouses all over Japan to Bombus
ignitus. Moreover, the 5 large greenhouses established
afterwards also employed Bombus ignitus from day one. The
breeding technology of the said species had not been
established, and its effects on the quality and economy of the
tomatoes were unclear at that time, but through the proactive
technological development of Kagome, it was soon successfully
employed. The technology is currently well-established enough
to employ Bombus ignitus for the cultivation of tomatoes all over
Japan.

Photo credit:
Masahiro Mitsuhata

Using the native species, Bombus ignitus, as pollinators for
fresh tomatoes
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Proactive adoption of the
“CartoCan,” an eco-friendly
paper container, 30% of which
comprises domestic thinned
wood and wood waste

Promotion of the segregation and volume
reduction of used paper containers

We include a thank you
message on the packaging
that says “Thank you for
folding us up!” to customers
who segregate and fold used
containers to reduce volume.

Research and development of the leading cultivation
technologies for tomatoes for processing

From March 2015, we have been working to develop cutting-edge cultivation
techniques for tomatoes for processing overseas, through the use of agricultural
ICT*. In practical terms, we utilize data obtained from sensors for climate, soil, etc.
installed in experimental fields, as well as from satellites and drones, to optimize
the amount of water, fertilizers, and pesticides used according to the growth status
of tomatoes and climatic conditions, in addition to maximizing yield. This in turn
assists us in our aim to increase added value in agriculture and to achieve
environmentally-friendly agriculture.

Moreover, to establish a supply system in response to the increased global
consumption of tomatoes, we opened an agriculturally-focused research and
development center in Portugal in March 2016, in which we engage in activities
toward the stable production of tomatoes for raw materials, as well as research
with the aim to develop Kagome’s own tomato varieties and cultivation technologies.
Through these activities, we are able to develop new varieties of tomatoes in
anticipation of market demand, and aim to increase added value in agriculture by
maximizing the quantity and quality of crops, while minimizing resources invested
(e.g. water, fertilizers). Moreover, we are also working to develop cultivation
technologies connected to the achievement of environmentally-friendly agriculture.

*ICT: Information and Communication Technology

installation of pipes under the soil.

One of Kagome Agri-business Research and
Development Center’s activities
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