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Re: Kirin Brewery Company, Limited — Timely Disclosure of News Rel'ease

Dear Ladies and Gentlemen:

In connection with our timely disclosure of news release, we hereby furnish you with a copy
of the.following information, which we are Submlttmg simultaneously to the Securities and
Exchange Commlssmn

News release re:

Notification with Respect'to. Commencement of the Tender Offer and Business Alliance
: regardmg Mercnan Corporatlon s Alcoholic Beverages Business .

' ‘Business Alliance in Alcohohc Beverages Business of Kirin Brewery Co., Ltd And
Mercnan Corporatlon

If you: ‘have any further questions or requests for additional information please do not
hesitate to contact Makote Ando at 011-813-5540-3455(telephone) or 011-813-5540-

3.550(flacsemllc) | | | PROCESSED
S DECOamg

{ - . : Very truly yours, | THOMSON
o S " FINANCIAL

o . . : Kirin'Brewery.Cofnpany, Limited

Name: Makoto Ando

‘Title: IR Manager,
Corporate Communications & IR Group
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THE TENDER OFFER DESCRIBED IN THIS PRESS RELEASE IS NOT BEING
- MADE, DIRECTLY OR INDIRECTLY IN OR INTO THE UNITED STATES OF
AMERICA. NO PERSON-MAY APPLY FOR THIS TENDER OFFER FROM THE
UNITED STATES OF AMERICA. .‘; C L
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For Immediate Release

Ty Company Name Kmn Brewery Co., Ltd.

., Name of Representatlve President and
Representatlve Dlrector Kazuyasu Kato
(Stock Code 2503)

T - o N LY h . . -
Y ! v, e

- . 1L _ .,,_ .
.

ai b ’ 7 . 1 -

N , ' . o
{Jl,i. " IR RARE L T

| ) Notlficatlon wrth Respect to Commencement of the Tencler Ol'fer '
and Busmess Allrance regardmg Mercran Corporatlon S Alcoholrc Beverages Business

~,

At the meetmg of the Board of Drrectors held on November 16 2006 the Board reso]ved to.
acqurre the shares.of Mercran Corporatlon (Stock Code 2536, the Frrst Section of the Tokyo
Stock' Exchange and the First Section of the Osaka Stock Exchange) (“Mercran”) through a
tender offer (the “Tender Offer”), and to. enter into an agreement for the formation ofa
busmess alliance in the alcoholrc beverages busmess In connectton wrth such resolutions,
we would hke to provrde notice of the followmg . Do O ‘

»
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Comnﬂx_encement of Tender Ofl‘er N o
1. ”1'; Pﬁibbse'of Ten"der'rOffer' !

- In May 2006 the COmpany announced the Company s Group V1snon 2015 (“KV
2015”) its long -term operating frarhework for the Group for the next 10’ years. To
|ach1eve this, the framework estabhshes a plan for achieving rapid growth for.the
«Group by strengthening its core domestic alcohol business. The Group has solidified
“its competitive position in the areas of beer, low malt beer (happoshu), new genre
-drinks and ready-to-drink (RTD) beverages In order to ,comprehensively strengthen
.our alcoholic beverages business, we believe that from thrs pomt it is urgent that we
expand in.the wine.and shochu businesses. ;. .. .. , - .; .,

"IOn the other hand ‘Mercian has developed 1ts m1d term operatlng plan (2006 -—2008)
based on its mid- and long -term managemem strategy, and is aiming for the
.improvement of its corporate value w1th goals of “structural reform of the alcoholic
beverages busmess ' and “shift to growth ”.In this operating plan, Mercian has .
1dent1f1ed wine and processrng lquOI'S, which are already Mercian’s strong areas, as
top prlontres for. further expansion and is trying to shift its shochu and low alcoholic
busmess (“RTD busmesses”) to busmesses with a greater emphasrs on “quality”.

From the spring of 2006 the two compames have been in discussions regarding the
. p0551b111ty of a busrness alhance and are convmced that they have many common
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; (2) ~ Schedule-for: the busrness alllance
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g _.(b) The Company sobjectrves e - e

L

"*"Enhance our market position and strengthen our portfoho in the market
¢ for shochu and RTD businesses. R ' i

-

" (© Mercian’s objectives

Strengthen our revenue base and 1mprove our market posrtron through
 the consolidation and spec1ahzatron of our wme and processing liquors
busmesses y :
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Begmnmg today, each company: w11] promptly estab]rsh a prolect team to. conduct
discussions with respect 10 specific measures to be 1mp]emented as each of such
measures becomes fea51ble ~The contents of sich dtscussmns will be announced as
they become certain. In the event that the tender offer does not succeed the business

alhance agreement will be vord s e e ’
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Outlrne ofthe Tender Offer I A WAL
Descrlptlon ofthe Target s 0Rif '3;‘::--.,‘-.-:'.-::',»--:" L
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Trade name Mercian Corporatlon PU et e .
Main business: (1) Manufacture and sales of alcoholic beverages, chemrcals
bt il e, L o pharmaceuticals.and non-alcoholic beverages

(2) the: 1mport of alcoholrc beverages 2

-'Date of- mcorporatlon December 4, 1934 : ' ) L
Address of head office: 1-5-8, Kyobashr Chuo ku, Tokyo 104-8305, Japan
Representative: President and Representative Director, Yuji Okabe
Amount of share capital: ¥20,972million (as of June 30, 2006)
Outstandmg shares 133, 689 303 shares (as of June 30 2006)

\l; [
e

Descnptron of shares to be purchased common shares

i

Tender offer perlod Frlday, November'17, 2006 to Monday, December 18, 2006 (32 .
days)
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Purchase prrce per share ¥370 per share.

Pl LA
T

Basrs for calculation of purchase prrce o

" The purchase price proposed by the Company (¥37O per share) was determmed by
comprehensrve]y takmg into cousrderatlon varrous factors, mcludmg future expected

‘revenues, the ‘market prices and the’ marketabrlrty of the stock (traded volume, market '

.-making ratio, etc.) Of Mercian, in dddition to financial and asset COndltronS The
purchase prlce of ¥370 per share represents an approxrmately 28.0% premium to ¥289,
the average share closing price of Mercran on the First Section of the Tokyo Stock
Exchange durmg the past three months up to and- mcludmg November 15, 2006 and

:4::‘
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(10) ’Commencement of account settlement Tuesday, December 26 2006

' 1 (Note)

o an approxrmately 39.6% premium to ¥265, thc shdre closmg price on November 15,

2006.

Total number of shares planned to be purchased: 67,000,000 shares

" (Note 1)  If the total number of tendered shares is less than the number of shares
: planned to be purchased (67,000,000 shares), none of the tendered shares

: y will be purchased by the Company.

(Note 2)  If the total number of tendered shares is more than the number of shares

-----

‘shares will not be purchased by the Company
(Note 3) - There is no plan to acquire treasury stock owned by Mercran Corporatron '
through the Tender Offer. swaniiin o2 e ol thghiioe

Changes in the number of shares owned by'the- Company due to the Tender Offer

I S A N e i o et

21, Number;of shares owned prlor to the Tender Offer:. 0 shares (shareholdmg percentage
STy -,of()()() o) Coe e e DA TR e

Numbet of shares owned subsequent to'the Tender Offer 67 UOO 000 shares
fi' (shareholdmg percentage of 50.89%) P

The number of shares owned subsequent to the'Ténder Offer represents to
‘the number of shares to be owned by the Company assuming the Company

o purchases the total number of 67 000 OOO shares planned to be purchased

FRARCI vt

(Note).. The percr:ntage of shares owned subsequent to the Tender Offer is -

X ~ calculated based on the aggregate: number of votmg rlghts (131, 645) of

Mercian as of June 30, 2006, ‘ o
Date of publlc nottflcatton Frtday, November 17 2006 A

Funds requrred for the Tender Offer ¥24 790 mllhon yen (expected)

" - e L
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JAgreement with‘Mercian or its officers-in respect of the Tender Offer

The Board of Directors of Mercian resolved to support the Tender Offer at 2 meetmg
held on November 16, 2006.

[P

Prospects after the Tender Offer '

’ As a result of the Tender Offer Mercran wrll become a consolrdated subsrdrary of the

COmpany However, it is planned that the ltsttng of Mercian’s stock on the First

Sectton of the Tokyo Stock Exchange and the Frrst Sectron of the Osaka Stock’
Exchange wrll be marntarned
t




The Company will disclose its outlook including the effects of the Tender Offer as
soon as we evaluate our outlook subsequent to the business alliance. -

1

* * *

This press release has been prepared only for the purpose of informing the public of the
Tender Offer and other issues. This has not been prepared for soliciting sales or purchases.
When conducting any sales, shareholders should make appropriate judgments after reviewing
the tender offer explanatory statement for the Tender Offer prepared by the Company.

Nerther thls press release (nor any part hereof) constitutes any document to subscribe for,
solicit the sales of, or solicit applications for, the purchase of, securities. Neither this press
release (nor any part hereof) nor its dlStl‘lbuthIl shall be mterpreted to be the basis of any
agreement in relation to the Ténder Offer; rely o thrs press rélease at the time of concluding
any agreement. R N R I P - S

The Tender Offer is not bemg made, directly or mdrrectly, in or into, or by the use of the
mails of, or any other means or mstrumentalrty of interstate or forergn commerce (including,
but not limited to, telephones, telexés; facsimile transmissions, e-mails and Internet
communications) of, or of any facility of a'ational securitiés exchange of, the United States
of America. No person may apply for this Tender Offer by the use of such means or
instrumentality or of such facility, or from the United States of America: Accordingly; copies.
of this release and any related offering documents are not being, and must not be, mailed or
otherwise transmrtted or drstrrbuted in or ‘into the United States of America. Any purported
acceptance ‘of the Ténder Offer resultrng drrectly or indirectly from a violation of these
restrictions will not be accepted No sécurities'or othér consideration are being solicited in
the United States and, if sent in response by a resident of the United States of America or’
from within the.United States of America, such securities or other consideration will not be
accepted. No indications of interest in the Tender Offer are sought by this release

Certam countrres regions ‘and other ]urrsdrctlons may impose certain réstrictions on the’
release, issue or distribution of press-reieases of this nature under their laws and regulatlons
In such cases, you are required to comply with such laws and regulations in such countries,
regions and other jurisdictions in light of such restrictions. In jurisdictions where the.
implementation of the Tender Offer is illegal, even if you recerve this press release, such
receipt shall not constitute. any solrc1tat10n for the applrcatron for the purchase or sale of share
ceftificates in relation to this Tender Offer, and thrs press release shall be deemed as the '

distribution of mformatron for reference only
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THE TENDER OFFER DESCRIBED IN THIS PRESS RELEASE IS NOT BEING MADE,
DIRECTLY OR INDIRECTLY, IN OR INTO _THE UNITED ‘STATES OF AMERICA. NO
' PERlSON MAY APPLY FOR THIS TENDER OFFER FROM THE UNITED STATES OF
' _AM];:RICA .

; November 16, 2006.

Kmn Brewery Co Ltd :
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Busmess Alllance in A]cohohc Beverages Busmess of :;
Kirin Brewery Co., Ltd. and Mercian Corporatlon

. ~Through Kmn Brewery S acqursmon of Mercran s common stock
' both compames w1ll alm to form a new and the strongest comprehensrve
T SRR -,z.-' L .r.:alcohol.m..heve_rages groupin Japan, ~ -
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Kiriii! Brewery Co Ld: (Presrdent Kazuyasu Kato) (5‘K1rin Brewery”) and Mercran Corporatron o
(Presrdent Yup Okabe) (“Mercran”) have decrded to enter mto an agreement for the formatron -
company,s strengths Through thls busmess alhance the Group w1]l strlve to reallze KV ’
2015, 1ts long-term operatmg framework for the. Group with a: ‘goal of srgnrfrcant growth,and * °
'Mercian will strive to focus on and:specialize in the target arcas identified under 1ts med-term-

‘ operatmg plan. In addition, in order to strengthien the business alliance and to aim‘to become -
the strongest comprehenswe alcoholrc beverages group in Japan , Kirin Brewery will acquire .
the ma]orrty of Mercran S 1ssued and outstandmg common stock- pursuant toa tender offer -
(the “TenderOffer”) o R S A R L

i
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‘The number of shares planned to be purchaSed lS 67 UOD 000 shares (5() 12% of the - """ o
o outstandmg shares) and the tender offer penod is from November 17 2006 to December 18 '.’-‘ _

‘ S ‘_1. Mercran Corporatron__ :

+2006. The purchase prlce per: ‘share is ¥370 and the expected funds requrred for the Tender S

Offer will be ¥24.79 billion. The Tender Offer has been approved by the Board of Drrectors
of Mercran
i

AJthough RTD'! and shochu are increasing their market shares; the domestrc alcoholic

, beverages market as a whole tends to be shrinking, and consumers’ needs are becoming more
drversrfred In this srtuatron Kirin Brewery is: strrvmg to strengthen the foundation of its
comprehensrve alcoholic beverages business. On the other hand, Mercian, m its mid-term
operatmg plan 2006, focuses on the growth of wine and processing llquors which are
Mercranls strong areas, and is trying to shift its shochu and low alcoholic business (“RTD

business’ ) to businesses with a greater emphas:s on “quality” rather than “quantity”.
i' '
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"1 Abbreviation of “Ready To Drink.” In western countries, RTD means low alcoholic

beverages that people drink directly from the bottle without pouring it into a glass.
In Japan, RTD generally means chuhai or cocktails that people casually enjoy -
drinking.

Alcoholic products for cookmg or food proccssmg in a large container. Mamly used ‘
for business purposes: -It is produced from. refined sake, compound sake, sweet

*2

Cooking rice wine, and liqueur, ge

~

l L “

The two companies have agreed to form a busmess alhance, since we have many common
attitudes towards'custorners, quality and valaés ‘in'réspect of the‘companics” alcoholic beverages
businesses, and by fully utilizing each company’s strengths, we are convinced that it is possible
for both compapiq:§ _;to in}crf:qfse_t:ht‘: gro“rt;ll}:flnflllgx:qﬁtqbi]_ity.qf thg:jr_l?usint;§scs. T,

As part of a business alliance utilizing each company’s strengths, Kirin Brewery will consolidate -
and integrate its wine business into Mercian’s wine.business, and Mercian will aim to become

.the top wine manufacturer, supplier and distributor. In addition, Mercian will consolidate and

integrate its shochu.and RTD businesses:into Kirin Brewery’s businesses, and Kirin Brewery
will strengthen its ovcrwhclmmg number one position in the RTD market and will implement a
structure for attacking the shochu market. By utilizing the merchandising platform of Kirin -
Communication Stage Co., Ltd., we aim to'further increase-sales of Mercian’s products in both
the home and business markets -

In addition, through the cfﬁéicnt use of the infrastructure of each company, including '
manufacturing and distribution. bases, and the proactive mutual exchange and utilization of
personnel, we.aim to improve the efficiency and profitability of our management resources.
As a result of the Group’s implementation of a pure holding company system in July 2007,
Mercian, under Kirin Holdings, Co., Ltd., will support the Kirin Group’s drastic growth in
the future; by engaging in its business activities with expanded group synergies,
independence, autonomy and mobility in cooperation with Kirin Brewery.

As a corporate group that always nurtures a variety of conriections with our customers and
promotes the pleasure of “food and heaIth ’ we will continue various activities to respond to
our customers’ expectatlons ' - ' '
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I o OQutline of the Busir'less AIliance‘ and Tender Offer

l
]JOutlme of Mercian Corporatlon AR
1(1) Name: ‘ Mercran Corporation,

(2) Address of head office:  1- 5-8 Kyobashi, Chuo-ku, Tokyo Japan °

(3) Representative: . Yu]1 Okabe, President. and CEO:
(4) Amount of sales: . . ¥99,027,000, 000 (for the fiscal year ‘éndéd December 31,
J|f_ ‘ 2005 consolrdated) , .
‘ Gy oremee . . TRy : vis ,\., . '\-'-..'_'”,,,rr o .
: (5) Current term net income;:- ¥1 409 000 000 (for the frscal year ended December 31 .....
Lot - 2005; eonsolrdated) Lo T T e
[ . : .
, (6) Amount of’ share caprtal ¥20 972 000 000 (as of December 31 2005)
3(7) Majon shareholders (as of June 30, 2006):-+ T
‘ aees i: o To o v Ajinomoto-Ce. Jlnct 12 82% - :
ST N L .~ The Master Trist: Bank of Japan Ltd. (Trust Account) 7.07%

~ The Dai- 1ch1 Mutiil Life lnsurance Company 4, 79%
Merjr Yasuda Life Ihsurance Company 4 14% -

T, T i Sl el AT G

- .(8)-Date of incorporatioh: December 4, 1934 "1

RPN P FR R

(9) Number of employees 870 (as of December 31, 2005)

(10) Main busmess R Alcohohc beverages.business, chemical busrness _ .
‘1 T S manufacturmg and sales of medical goods and feedmg :
CNegeee, w1 e vstuffe and sales-of imported alcoholic beverages
(1ll) Main 'produc_ts: ' “Chateau Mercian”, “Honkaku Shochu Hakusur
' ; . S “Honshlbon Chuhal” L X
l A ‘ "{v v roo ~,' e e
Outlme oftheTenderOffer I T
_ (1) Tender offer perlod ‘ November 17, 2006 to December 18 2006 ( 32 days).
' (2)1Purchase prrce o ¥370 per share (expected aggregate amount ¥24 79 brllron

(3) Total number of shares planned to be purchased :
i ‘ ' " 67,000,000 shares (50 12% of the outstandmg shares)
“(4) Future orgamzatronal structure:
lt ~ Mercian will maintain its listing. Subsequent to the
f : C tender offer, Mercian will become a consolidated
' business of Kirin Brewery. " Subsequent to the Group s
- implementation of a pure holding company system in

July 2007, Mercian will become a consolidated
‘subsidiary of Kirin Holdings, Co., Ltd.




3 Contents of the busmess alhance

- to consolldate and integrate Kirin Brewery’s wine
business into Mercian’s wine business
: S * to consolidate and integrate Mercian’s s_bochu and
~ RTD businesses into Kirin Brewery’s businesses

~* to efficiently utilize each company’s manufacturmg
A Y ‘:and distribution bases and merchandlsmg functions
‘ . Coei o - to-conduct proactive mutual exchanges of personnel
: e B e aqd efflcrent utlhzatlon of personnel L
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4. About the Kirin Group - S ‘ ETET
' (1) Amount:-of sales: ... ., .. ¥1,632,249, 000 000 (for the fiscal year ended December
e - 31, 2005 consolldated) R R £

)

(2) Current term ‘et income: ‘¥5 1 263 000 000 (for the flscal year ended Dcccmber 31,
2005 consohdated) PR O .

"‘) IETE I 3 . e f

. (3) Amount of share capltal ¥102, 045 000 000 (as of J une- 30 2006) .
N (4) Number of employeesnr-" 25,192 (group total; 22 ,089) (as of December 31, 2005)

; (5) Mam buSmess o Alcohohc beverages business (wme western liquor, =
T apanese sake, sweet cooking rice wine, compound sake
T ) refmed sake) alcoholic beverages for processmg, h

manufacturmg and salés of alcoholic beverages soft
drmks medlcal goods health/functlonal foods

.t




i . .
This‘ press release has been prepared only for the purpose of informing the public of the
Tender Offer and other issues. This has not been prepared for soliciting sales or purchases.
When conducting any sales, shareholders should make appropriate judgments after

rev1e‘w1ng the tender offer explanatory statement for the Tender Offer prepared by the
Company. = .. S

Nertl‘ter this press release (nor any- part hereot) ‘constitutes any document to subscribe for;
SOllClit the sales of, or solicit appllcatlons for, the’purchase of, securities. Neither this press
| release (nor any part hereof) nor'its ‘distribution shall: be interpreted to be the basis of any

agreement in relation to the Tender Offer, rely on this press release at the time of concIudlng
any agreement = NSRRI S P

- The: Tender Offeér-i is ‘not being made; directly‘or mdrrectly, in or into, or-by. the use of the
mails of or any other means or instrumentality of inictstate or foreign commerce (including,
but not llmlted -to, telephones telexes, facsrmt]e transmlssmns, -malls and Internet
commumcatlons) of or of any facrhty of a national. securmes exchange of, the United States
of America. No person may apply for thls Tender Offer by the use of such means or
. mstrur‘nentallty or of such facrhty, or from the United States of America.’ Accordmgly, copres
of thisirelease and any related offering documents-aret #ot. being, -and must riot be, mailed or ‘
otheru;rse transmltted or distributed in or into the Umted States of Amenca Any purported
acceptance ‘of the Tender Offer resultmg drrectly or mdlrectly from a v1olat10n of these
restrlctlons will not be accepted No securmes or other consideration are being: solicited in
the Umted States and, if sent in response by a resrdent of the United States of America or
from wrthm the Umted States of Amerlca such securrtles or other consideration will not be
accepted No indications of interest in the Tender Offer are sought by this release.

Certain’ countries, regions and other jurisdictions may impose certain restrictions on the
release,f‘issue or distribution of press releases of this nature under their laws and regulations.
In such 'lcases, you are required to comply with such laws and regulations in such countries,
regions jand other jurisdictions ‘in light of such restrictions. ~In jurisdictions where the
implementation of the Tender Offer is illegal, even if you receive this press release, such
receipt shall not constitute_any solicitation for the application for the purchase or sale of
share cemfrcates in relation to this Tender Offer, and this press release shall be deemed as the
_drstrlbutron of information for reference only.




