| ~ PROCESSED" S
e

THOMSON REUTERS

| FO a EOV‘! U p MICROFICHE CONTROL LABEL
Materials |

REGISTRANT'S NAME K M)MW

CUR.RENT ADDRES S : : .

**FORMER NAME

**NEW ADDRESS

T e

. FILE NO. g2- _@mlég’ ‘ FISCAL YEAR /é J('ﬁ 7

*  Complete fcr‘in!dat submissions only ¢ Please o, &ote mame axd eddress chaon nges

INDICATE FORﬁ IYPE TQ BE USED FOR WORKLOAD ENTRY :

12G3-4B (INITIAL FILING)

AR/S (ANNUAL REPORT) v

12G32BR  (REINSTATEMENT) SUPPL  (OTHER)

—

DEF 1¢A  (PROXY) !

OICF/BY:







KIRIN

Kirin Holdings Company, Limited ("Kirin™} was established in July 2007 as the holding
company of a group of businesses (“the Group”) spearheaded by Kirin Brewery Company,
Limited—one of Japar's first beer brewers that over the course of 100 years has created
one of the most trusted and influential consumer brands in the nation. Kirin Brewery
currently sells more than 37% of all beer, happo-shu and new genre products consumed
in fapan, and its distinctive brands dominate the main growth categories in Japan's

alcohol beverage market.

In addition to its comprehensive domestic alcohol beverage business, Kirin has developed
a strang portfolio of group companies that include overseas alcohol beverage operations,
leading Japanese wine merchant Mercian Corporation, Japan's third-largest soft drinks
company Kirin Beverage Cempany, Limited, 2 profitable and growing pharmaceuticals
business, and health foods and functional foads businesses. Kirin has steadily grown its
business platform to become the No. 1 beer business throughout Asia and Oceania,
working independently and also with partners such as Lion Nathan Limited in Australia

and New Zealand.

In embarking on its second century of business, Kirin has adopted KV2015—the Group's
long-term business framework to establish a new trajectory of growth. During 2007,

Kirin implemented several major initiatives in support of KV2015, including shifting to a
pure holding company structure on July 1, acquiring 100% of National Foods Limited,

the leading dairy and beverage producer in Australia, and forming a strategic and capital
alliance with Japanese pharmaceuticals company Kyowa Hakko. These additions to the
Group, outlined on pages 8 and 10, have significantly expanded the scale and reach of
Kirin, boosted overseas revenues, and put Kirin firmly on track to achieve its KV2015 goal of

becoming a leading food and health company in Asia and Oceania with sales of ¥3 trillion.

Kirin aims to maintain its sound financial fundamentals and stable cash flow while
achieving high returns for shareholders and sustainable business expansion. In 2007

Kirin achieved record-high consclidated operating income for the fifth consecutive year.
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Kirin Holdings Company, Limited and Consolidated Subsidiaries g
Years ended Decermnber 31, 2007 and 2006 LIE:
by
Percentage Thousands of .;i:)
Millions of yen Change U.S. dollars 6_?
. 2007 2006 2007/2006 2007
FOR THE YEAR:
Sales ¥ 1,801,164 ¥ 1,665,946 8.1% $15.778922
Of which, Liquor Taxes 400,555 402,321 (04) 3,509,023
Net Sales 1,400,608 1,263,625 108 2,269,890
Alcohol beverages 788,922 696,986 132 6,911,274
Soft drinks 411,254 392,729 47 3,602,750
Pharmaceuticals 69,909 67,245 40 612,431
Other businesses 130,522 106,664 224 1,143,425
Operating income 120,608 116,358 . 37 1,056,574
Net incorme 66,713 53512 247 584,432
AT YEAR END:
Total assets ¥ 2469667 ¥ 1,963,586 25.8 $21,635278
Totat sharehelders’ equity 1,054,811 543,989 6.1 9,240,569
Shareholder’s equity per share {yen/U.S. doiiars) 1,104.83 1,040.44 6.2 967
Yen US. dollars
Net income per share:
Primary ¥ 69.86 ¥ 55.98 24.8% S 061
Cash dividends per share applicable to the year 2100 17.00 — 018
Value indicators
Qperating income/sales (%) 6.7 70
Operating income/net sales (%) 86 9.2
Return on equity (%) 6.5 54
Return on assets {%) 30 27
Price/earnings ratio {times} 235 334
Price/book value (tirmes) 1.5 18

Notes: 1. The LS. dollar amaounts in this report are included solefy for the convenience of readers, converted ot the rate of ¥114.15 = US$ 1,
the rate prevailing on December 31, 2007,

2 Yen and U.S. dollar amounts are truncated.
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FORWARD-LOOKING STATEMENTS

Statermenis in this report that are not historical fact are forward-looking statements based on the cusrent befiefs, estimates, and expectations of management. Various tisks and
uncertainties could cause resuits to differ materiglly from these projections. These risks and uncertainties include exchange rates, changes in domestic or overseas economic
conditions, changes in consumer behavior or competitor activity, and changes in faws, requiations or policies in any of the countries where Kirin conducts operations. Kiri
adopts measures to control these and other types of risks, but does not guarantee that such measures will be effective.

Kirin Holdings Company, Limited 2007 Annual Report 1
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beverages group

Business segment overview: Net sales and percentage of Group net sales in 2007*

*Excluding liguor tax, rounded down

ALCOHOL BEVERAGES 56.3% ¥788.9 BILLION

Kirin is the most comprehensive manufacturers and importer of alcohol
beverages in the Japanese market, with a product range that includes
many of the world's leading wine, spirit and liqueur brands in addition
to the mighty Kirin beer brands and domestic happo-shu, new genre
and RTD products that form the mainstay of Kirin's revenues. Kirin's
2006 alliance with leading wine merchant Mercian Corporation has
already delivered synergies and sales growth, and more than 25% of
Kirin's consolidated operating income is derived from overseas alcohel
beverage operations,

PHARMACEUTICALS 5.0% ¥69.9 BILLION

Under the holding company structure adopted in July 2007, Kirin's
pharmaceutical business was relaunched as a separate operating
company, Kirin Pharma Company, Limited (“Kirin Pharma”). This
focused, in-depth business, which evolved from biotechnology
capabilities gained from beer brewing, accounted for around 10% of
Group operating income in 2007, and in Octeber Kirin set the stage
far further growth with the announce-
ment of a strategic alliance with Kyowa
Hakko Group (see page 10) under which
Kyowa Hakko's pharmaceutical business

and Kirin Pharma will be integrated.
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Kirin Beverage has grown to become Japan's third-largest soft drinks
company. During 2007 domestic soft drink sales volumes at the
cormpany reached record levels, outperforming the industry average
for the year with a 5% increase. Core brands achieved an even higher
level of growth, supported by a Total Marketing approach through
which Kirin Beverage is enhancing its product lineup and sales
network both in Japan and abroad.

OTHER BUSINESSES 9.3% ¥130.5 BILLION

Other husinesses within Kirin Group include health foods and
functional foods, seasonings, agribio, and foods. A number of major
initiatives helped develop Kirin's operations in
this category during 2007, foremost of which _
was the acquisition of Australia’s leading dairy
product and beverages company, Natignal
Foods Lirnited, which will contribute significantly
to Kirin's consolidated revenues from 2008.
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2007 Operating income by business segment

¥120.6

Financial Highlights
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Business Segments 2
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M&A in Action: National Foods 8
*¥131.9 billion pri - :
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@ Alcohol 73% ¥96.5 billion . .
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Kirin Group again achieved higher consclidated sales and profits at all levels Pharmaceuticals 22
in 2007, including a fifth consecutive year of record operating income despite
a tough business envirenment characterized by high raw material costs and Other Businesses 24
softening consumption. Major acquisitions toward the end of the period have
ensured a leap in business scale for 2008 and beyond.
Corporate Social Responsibility 25
Note: Figures for 2006 have been restated as necessary 1o enable comparison with results
under the holding company siructure adopted on fuly i, 2007. A
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The most active year in Kirin's history—
and earnings grew at all levels

Major acquisitions have created a new Kirin

In 2007, Kirin's centenary year, we undertook two defining acquisitions—of National Foods and Kyowa Hakko—as part of

our determination to shift Kirin Group to a new growth trajectory. Including the consolidation of these companies, Group

revenues are expected to rise by more than 16% in 2008 alane, lifting us to a new scale of business. More importantly, the

greater breadth and depth of cur Group business pertfolio will provide us with the means to achieve further significant

growth as we pursue the ambitious goals of our long-term business frame, KV2015.

Top line and bottom line growth

While driving group expansion through
acquisitions, we made sound progress in
furthering the organic growth of our exist-
ing Group business portfolio, with highar
top line sales and higher earnings at all
levels, including a fifth consecutive year of
record operating income. Consolidated sales

increased B.1% to ¥1,801.1 hillion, and operat-

ing income grew 3.7% to ¥1205 biliion. Net
income increased 24.7%, to ¥66.7 billion, pri-
marily due to progress made in our commii-
ment to making more efficient use of capital
by disposing of former factory sites and other
idle assets.

On July 1, 2007 Kirin shifted to a pure
holding company structure. Group operating
companies in each of our business segments
are now aligned under Kirin Holdings Com-
pany, Limited, facilitating a more flexible and
rapid deployment of capital resources within
the Group using an integrated group man-
agement approach, and enabling a clearer
focus on the pursuit of Group synergies that
are an essential part of our plans for growth.

Strong pressure on profits
2007 was a challenging year for many con-
sumer businesses in Japan, and we faced a
tough environment in our domestic alcohol
and soft drinks markets. Consumer demand
softened, and high raw material costs had a
very significant impact on margins and profit-
ability. We are doing our utmost to maintain
profitability in these circumstances, and at
the consolidated level we sustained growth
in operating income through a combination
of cost reductions at each Group company,
the contribution to earnings from overseas
alcohol business and pharmaceuticals, and
the benefit of having a business portfolio
supported by pillars in three business areas.
Of particular note, we planned or imple-
mented a number of steps during the year to
improve profitability in our largest business,
domestic alcohol. The most importamt of
these was resolving to increase prices on a
range of beer and beer-type drinks, effective
February 2008, with the aim of neutralizing
the aluminum, malt and other raw material

cost increases of 2007 and 2008, and return-

ing to approximately 2006 margin levels.

Other breweries are now following suit,
but as the first to instigate this change we
have been making steady progress in gaining
market acceptance.

KV2015: An agent for dramatic change

In May 2006 we announced Kirin Group
Vision 2015, known as Kv2015, and this long-
term strategic road map continues o guide
our business execusion. The single most
important element of KV2015 ts our ambi-
tious pursuit of a quantum leap in growth,
aiming to nearly double the size of Kirin
Group by 2015. This is a dramatic change for
a company that some commeniators have
considered to be conservative, domestic and
slow-moving.

The strategic themes of KV2015 are out-
lined in the accompanying chari (page 6). Put
simply, we are determined to become a lead-
ing company in Asia and Oceania, leveraging
our strong technology in the areas of food
and health, with alcohol beverages, soft drinks

and pharmaceuticals as our core businesses.

4 Kirin Holdings Company, Limited 2007 Annual Report
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Kazuyasu Kato
President & CEO
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Business rationale for acquisitions
Undoubtedly the most significant manage-
ment initiatives at Kirin during 2007 were the
acquisitions of National Foods and Kyowa
Hakko. These businesses have significant
potential for growth in their respective main
businesses of pharmaceuticals and dairy foods
and juices, and also offer appealing synergies.
Information on these businesses can be found
on pages 8 (National Foods) and 10 (Kyowa
Hakke} of this report, and details of the trans-
action structures are posted on our website,
50 at this point et me just touch briefly on the
rationale behind each transaction.

First, National Foods. This respected com-
pany is Ausiralia’s No. 1 dairy product and
beverage business and the market leader in
milk, dairy foods and juice. Qur rationale for
this investment was to enhance our presence
in the food and health category, further the
globalization of Kirin Group, and drive forward
our strategy of becoming an integrated
beverages group. In addition, we have been
invested in the Australian and New Zeatand
markets for many years through our stake

in Lion Nathan, during which time we have
developed a good understanding of the cor-
porate culture, We like the region and we like
doing business there.

Our agreement with Kyowa Hakko, mean-
while, is chiefly aimed at adding ¢lout to our
pharmaceuticals business. Our involvernent
in pharmaceuticals is somewhat unusual for
a beer company, but we have been develop-
ing this business for more than 25 years and
it now accounts far around 10% of Group
operating income. Under KV2015 we aim 10
strengthen our pharmaceuticals business to
serve as a business pillar alongside alcohol
beverages and soft drinks. However, this is a
tough industry in which to compete success-
fully over the long term: there is severe pric-
ing pressure in the domestic market, global
competition is intensifying, and development
costs for new medicines are enormous. We
therefore decided that it was imperative
to form an alliance in which the technical
strengths of each partner would be comple-
mentary, and in which strong synergies were
clearly available. And this is the basis for our

alliance with Kyowa Hakko.

with each of these investments, we are
now directing all our energy toward ensuring a
rapid and successful posi-merger integration.

Backing growth with

a sound financial strategy

We are backing our growth plans under
Kv2015 with a financial strategy based on:

- boosting revenues to produce ample,
stable cash flows;

- improving the balance sheet and actively
using our enhanced financial base;

- procuring funding through interest-
bearing debt as necessary;

- investing in operations as required to
cregte a leap in growth; and

- enhancing returns to shareholders.

During 2007 we made progress in all
these areas. We generated ¥114.5 billion in
operating cash flow, and we envisage gen-
erating around ¥165 billion during 2008. We
improved asset efficiency with the realization
of ¥57 billion from the liquidation of invest-

Kirin Holdings Company, Limited 2007 Annual Report 5




Kirin Group Vision 2015 (KV2015)

KV2015 was formulated in 2006 to pursue the following strategic themes:

+ Nurture close links with customers through products that provide the enjoyment of food and health

+ Integrate Kirin's expertise in fermentation and biotechnology, manufacturing, and research and marketing to create
value and offer distinctive products of the highest quality

« Be a leading company in Asia and Oceania, with alcohol beverages, soft drinks and pharmaceuticals as core businesses

By building on Kirin’s strong business foundation in
the core domestic alcohol business and maximizing
profitability and cash flow to support aggressive
business development, Kirin aims to:

1. Become an integrated beverage group
2_Pursue further internationalization

3. Establish health food and functional food businesses
in addition to existing business pillars in alcohol
beverages, soft drinks and pharmaceuticals businesses

ment securities and fixed assets. We procured
funding through bank borrowing and a ¥200
billion bond issue, and invested approxi-
mately ¥370 billion in acquiring National
Foeds and Kyowa Hakko.

We alsc increased the annual dividend
by ¥4 per share, to ¥21, and we plan to
increase it again for 2008. Despite the decline
in share prices during the year, Kirin's share
price trended favorably, and this, along with
feedback we have received, suggests that the

investars who own this company generally,

KV2015 targets 2006 2015
Sales Inel. liquor tax ¥1,68 trillion ¥13 trillion
Excl. liquor tax ¥1.27 triflion ¥2.5 trillion
OP margin Excl. liquor tax 9% 10% plus
Overseas Sales excl. liguor tax 18% Approx, 30%
composition Operating income 27% Approx. 30%

W Sales (left axis)
== Cperating income (right axis)

97 98 99 00 01 Q2 03 04 05 06

share our belief in the path we have taken
and want to be part of our success.

ROE is currently at a low level, and we rec-
ognize the need to improve this, Qur targets
are to achieve 7% plus by 2009, progressing
to 10% before 2015,

Growing overseas

In markets outside cf Japan, our distinctive
kBusiness model that combines alcohal bever-
age and soft drinks businesses sets us apart
from our glebal peers. Our focus is on East

Kv2015inaction: - |

Key business
initiatives already
taken to put Kirin
on a new growth
trajectory

Kirin is taking
decisive actionin

pursuit of organic
and non-organic
growth

+ Made Kirin Beverage a wholly owned subsidiary
« Formed capital and business alliance with Mercian Corporation

2007

« Shifted to holding company structure
» Formed strategic alliance with Kyowa Hakko Group
« Acquired 100% of National Foods Limited {Australia)

2008

» Revised pricing of domestic beer, happo-shu and new genre
« Entered Vietnam via soft drinks sector

2015

Asia and Oceania, as shown In the accompa-
nying diagram. Based on expanding mainly in
this zone, we are aiming to raise our overseas
sales to 30% of the total by 2015.1n 2007 this
figure was 199%, and with the consolidation of
National Foods in 2008 we expect this figure
to increase to around 26%,

Qur expansicn outside Japan is taking
place through a combinaticn of organic and
acquisitive growth, and as we build our bev-
erage, soft drinks and pharmaceuticals pres-
ence in various markets in the region we are
at the same time consciously taking steps to

develop our brand value internationally,

Looking ahead in Japan

It is common knowledge that the popula-
tion of Japan is peaking, and that with the
aging and shrinking of the consumer market
there is little real potential for overall growth
in the alcohol beverages sector orindeed in
many other consumer segraents. This is a key
factor driving our expansion into overseas
growth regions. At the same time, however,
it is worth keeping in mind some of the real

6 Kirin Holdings Company, Limited 2007 Annual Report
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Shanghai Jin iang Kirin Beverage & Food Co.
Stam Kirin Beverage
Vina Kirin Acecook Beverage Co, Ltd. {Vietnam}

. ¢ Lion Nathan Limited
o, .
National Foods Limited (g)

L
). Boag & Son Pty Limited —T

attracticns of the Japanese market for alco-
hol, because aur activities in this market are
Set to remain our core busingss and primary

source of cash flow for the foreseeable future.

1. It’s a large, affluent market:

Japan's adult population is forecast to remain
above 100 million uniil at least 2020, and
Japan is the world’s 6th largest consumer of
beer. The Kirin brand has immense value in

this market.

2. There are pockets of growth to be mined:
Even as the overall market shrinks, changing
consumer preferences mean there are still
major growth niches to be tapped. Kirin is the
undisputed leader in capturing this growth.
We did it in happo-shu with the launch of
our Tanrei series in 1998, we did it again in
RTDs with the launch of our Hyoketsu series
in 2001, and we did it yet again in new genre
with the launch of Nodogoshi in 2005. Each
of these products guickly became the market
leader, and—far more importantly—each of

them stitl is.

o3 Kirin (China) Investment Co., Ltd.
: Hangzhou Giandaohu Brewery Co,, Ltd.

s, ® | Taiwan Kirin Co., Ltd.
. Kirin Brewery (Zhuhai) Co., Ltd.
San Miguel Corporation

Beijing President Kirin Beverage Corporation

® Kirin Alcohol
© Kirin 5oft Drinks

The most recent growth opportunity to
emerge in the Japanese alcchol market is
zero calorie beverages, and with the launch of
Kirin ZERO in February 2008 to instant success
there is every indication that we are on track
to dominate the fast-growing zero-calorie
market in the same way we have taken lead-
ership of every significant growth category

of the past decade.

A new trajectory for sustainable growth
Over the past two years Kirin has taken a
number of concerted steps te create non-
organic, organic, and synergistic growth, We
are steadily developing our existing busi-
nesses while pursuing new strategies based
on sound corporate planning. Cne of our
aims is to avoid the so-called ‘conglomerate
discount’ that clouds perceptions of some
large global corporations, and we believe
that by focusing intensely on identifying and
realizing the many synergies that are possible
between our group companies we can turn
this potential conglomerate discount into a

Kirin Group premium,

® Kirin Pharmaceuticals
@ 5San Miguel

@ Lion Nathan

© National Foods

In closing, | want to emphasize that we are
absolutely serious about achieving the goals
of KV2015. We have already undertaken major
initiatives, we are already on a new growth
trajectory, and there is much mare to come.
The Kirin of today is fast-moving, ambitious,
and active inside and outside of Japan.it's a
great company, and | look farward to your

support in making it even better.

,%,Z;é—

Kazuyasu Kato
President & CEO

d
“
]

T
o

<
0]
v
S

<

v
<

2
@
o
]
wvi
v
o

=

Kirin Holdings Company, Limited 2007 Annual Report 7




Australia’s No. 1 dairy and beverage

group joins Kirin as a promising
platform for growth on a new scale

On December 28, 2007, Kirin completed the
acquisition of National Foods, Limited from
San Miguel Corporation for approximately
¥254 hillion. This is Kirin's largest-ever acquisi-
tion, and is expected to add in the region of
¥210 billion to Kirin's consolidated revenues
from 2008.

Through this investment, Kirin has
obtained a robust platferm for growth in the
area of food and beverages, and taken a sig-
nificant step toward achieving the ambitious
targets of KV2015, its long-term business
framework for 2015, which includes the aim
of generating 30% of revenue (excluding
liguor tax) from business outside of Japan.

Australia’s teading dairy and

beverage producer

National Foods, Limited (www.natfoods.
com.au) is one of Australia’s largest food

and beverage groups, with more than 3,500
employees and production and sates facili-
ties in every Australian state as well as in New
7Zealand, Singapore, Malaysia, and Indonesia,
it is Australia's market leader in milk, yoghurt,
desserts, juice and specialty cheeses, and also
has aperations in soy beverages. National
Foods is the only business in its sector servic-
ing the entire Australian market, and the anly
company with a national milk brand. In the
year to December 2007 the company had
net sales of A$2.06 billion, or approximately
¥195.7 billion, of which around 5% was gen-

erated from international business,

From left: National Foods' major Brands:
Berri, PURA, BIG M, and Tasmanian Heritage

Strategies for increased profitability
National Foods experienced a fall in profitin
2007 due to a severe drought that affected
most of the productive regions of Austra-

lia. Tmpact from climate-related issues is
expected to remain in 2008, and National
Foods will be taking a number of measuras
te boost profitability and improve operat-

ing efficiency. These measures will include
increasing the price of certain products,
integrating the IT systemns used across the
business, growing its distribution in the
Convenience and Food Service Channels, and
integrating two cheese businesses. As a result
of these and other initiatives, National Foods
is targeting AS100M of EBITDA growth from
2008 through the end of 2010.

Clear synergies and growth potential
Kirin's developrment over the past ten years
as an integrated food and beverage group
throughout Asia and Oceania has included
investment fn leading Australasian liquor
group Lion Nathan Limited in 1998 (see
page 17), investment in 5an Miguel in 2002,
and a range of investrnents and independent
initiatives in China, Indonesia and other
Asian countries.

The partnerships formed through these
initiatives have all led to new opportunities for

growth and long-term synergies in areas such

NATIONAL
FOODS

as procurement, production, logistics, market-
ing and brand portfolios, and Kirin has already
begun 1o explore concrete synergies arising
from the consolidaticn of Naticnal Foods.
National Foods has produced consistent
growth over the past decade in an Australian
market characterized by grewing GDP, increas-
ing disposable incomes and increased con-
sumner interest in food and health. The food
and beverages sector in Australia grew 3.4%
in 2006, and is expected to grow at a CAGR of
4.9% over the next four years. Naticnal Foods
has besn working to take advantage of the
resulting opportunities for growth in its home
market, while also extending its operations

into the expanding economies of Asia.

Leading the food and health sector

in Asia and Oceania

The acquisition of National Foods lifts Kirin's
overseas food and beverage business to an
entirely new trajectory for growth, and adds
significant depth to Kirin's food and health
businesses. Kirin now bas a strong geographi-
cal and market presence in the key regions
of Asia and Oceania, with a line-up of lead-
ing businesses across a range of connected,
growing market sectors. The challenge now
is to smoothly integrate National Foods inte

Kirin's broader operations and realize this

strong potential for growth. B

8 Kirin Holdings Company, Limited 2007 Annual Report




National Foods'vision is to be a leading branded food and beverage company in the Asia Pacific

region though the delivery of superior and sustainable growth. We see a strong alignment
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between our vision and that of Kirin—KV2015. We already see several areas where we can work

closely with and learn from Kirin, and at the same time we believe that given our expertise and

strong market position we are in & sound paosition te centribute to Kirin Group.

National Foods’ vision is to be a leading branded food and

beverage company in the Asia Pacific region though the

delivery of superior and sustainable growth. |

Over the past three years our business has experienced substantial growth through acquisition,
and we have consolidated a number of our transactional business services, Currently these
functians are located across five different sites in Melbourne—hardly ideal in terms of efficiency
and cost—so we are delighted that in December 2008 we will consolidate all these staff inte

our new corporate office, at a purpese-built location in the Docklands precinct in Melbourne.

The past year has provided a number of particular challenges for our business, including low
rainfall, which has affected agriculture and farming within Australia, and rising costs for our core
raw material inputs, which have been driven higher in response to high world commaodity prices
for dairy products and juice concentrates. Although this created very difficult trading cenditions
in many of our key product categories last year, we were still able to deliver a 2.6% increase in

sales volumes and a strong 8.8% improvement in net sales value for the year.

Looking ahead to 2008, it seems likely that the business environment for National Foods will
remain demanding. However, we intend to continue focusing on the launch of innovative new
products, aiming to produce further strong sales growth while
defending and restoring margins. We also plan to review our conve-
nience and foodservice model. These are part of a comprehensive
agenda of strategic initiatives to boost the value of National Foods,

so we are looking forward with enthusiasm to an exciting year.

Ashley Waugh

CEO & Managing Director
National Foods Lirmited

Kirin Holdings Company, Limited 2007 Annual Report 9




An ideal partner to boost our presence
in focus areas with complimentary R&D
strengths and a shared vision for growth

Cn October 22, 2007, Kirin Group and Kyowa
Hakko Group announced a strategic alliance
targeting the overall businesses of both
groups, centered on their pharmaceuticals
businesses, Kyowa Hakko Kogyo Co, Ltd. and
Kirin Pharma Company, Limited. This fays the
foundation for establishing Kyowa Hakko
Kirin Co, Ltd. in October 2008, with the aim
of becoming a warld-class R&D-based life

sciences company originating in Japan.

Leading R&D-based
biotechnology company
Established in 1949, Kyowa Hakko is one of
Japan’s leading biotechnology companies.
In Pharmaceuticals, & core business segment
along with Bio-chemicals, Kyowa Hakko's
record dates back to its contribution to
the eradication of tuberculosis in Japan. it
manufactures more than 50 drugs, including:
Coniel, an agent for treating hypertension and
angina pectoris; Aflelock, an antiallergic agent;
Neu-Lip, an agent for treating neutropenia;
Nauzelin, an agent to stimulate the digestive
systern; and Depakene, central nervous sys-
tem drugs for the treatment of epilepsy.
Kyowa Hakko has a robust R&D-oriented
approach, which dedicates about one fourth
of its 6,073 employees to R&D conducted at
its seven laboratories, In addition to activities
in its Pharmaceuticals segment, Kyowa Hakko
also undertakes R&D in its Bio-chemicals,
Chemicals, and Food segments. Kyowa Hak-
ko's net sales in the fiscal year ended March
31, 2008 were ¥392.1 billion, of which ¥138.3
hillion came from pharmaceuticals.

Integration process

On April 1, 2008, Kirin Holdings completed its
acquisition of 288,819,000 shares, or 50,1%,
of the total issued shares of Kyowa Hakko,
through a tender offer and a share exchange
implemented between Kyowa Hakko and
Kirin Pharma. At the same time, Kirin Pharma
became a 100% subsidiary of Kyowa Hakko.
A merger between Kyowa Hakko and Kirin
Pharma scheduled to take place on Cctober
1, 2008 wili complete the integration process,
with the name of the resulting entity chang-
ing to Kyowa Hakko Kirin Co, Ltd. In Food
business, Kyowa Hakko Food Spedialties Co,
Ltd. ("Kyowa Hakko Foods") and Kirin Food-
Tech Company, Limited are being integrated,
with a basic agreement announced in April
2008. The two companies will merge on April
1, 2009 as a joint venture company between
Kyowa Hakko and Kirin Holdings with Kyowa
Hakko Foods as the surviving entity. The new
company, to be named Kirin Kyowa Foods
Company, Limited, will play an important role
in realizing Kirin Group’s strategy for growth
as 2 leading company in the area of food and
health in Asia and Cceania, and will become
a wholly owned subsidiary of Kirin Holdings
from January 1, 2011.

Shared strategic vision of

medium- and long-term growth

The mediurn-term business plan for the
Kyowa Hakke Kirin group of companies has
been designed with the aim of realizing a
prompt integration of corporate cultures and
human resources 1o achieve the group's vision
and generate group synergies. Management
resources will be actively directed toward the
core pharmaceutical and biochemical busi-
ness sectors, and a structure will be created

to facilitate the creation of stable revenue
streams from chemical and foods businesses,
thereby contributing to the stability of overalt
earnings. Target 2010 consolidated sales are
¥513 billign, representing early achievement
of the 2017 target, for consolidated sales of
¥500 billion, that was made at the time the
strategic alliance was announced, Target oper-
ating incorne for 2010 is ¥73 billion, prior to

amortization of goodwill

The new company will play an

important role in realizing Kirin Group’s

strategy for growth in the area of food

and health in Asia and Oceania
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Major strategic points of the business plan
In Pharmaceuticals, Kyowa Hakko Kirin aims
to progress two new products to the clinical
stage each year in antibody and low molecu-
lar pharmaceuticals, for a total of 20 items
over five years. The company will also aim

to create an R&D structure that integrates
and maxirmizes the value of business assets
such as the KM Mouse and POTELLIGENT
technology. In manufacturing, the business
will make use of world-class biopharmaceu-
tical production technology and optimize
efficiency through the centralization of
resources of Kyowa and Kirin related to
human antibody manufacturing.

In pharmaceutical sales, Kyowa Hakke Kirin
will aim to become the leader in the domestic
erythropoiesis-stimulating agent market, and
build its presence in cancer and allergy areas.
Qverseas, the company will work to establish a

Coniel B, an antihypertensive drug

long-term earnings base in Asia, maximize the
value of its therapeutic antibody business, and
consider adopting an in-house sales structure
in Europe and North America.

In Bio-chemicals, the focus will be on
expanding sales of aminc acids for phar-
maceutical and industrial applications and
fostering businesses in the domestic health

care market.

.9
00000

Affefock R, an antioffergic agent

In Chemicals, the company will work to
strengthen its business foundation, differenti-
ate its operations and develop new products
in specialty chemicals.

In Food, the company will aim to maintain
a leading share of the market for natural and
fermented seasonings, while developing a
superior competitive position as a maker of

bread ingredients.®

Kyowa Hakko R&D Pipeline
Code, . Stage - . in-house
Category product name Generic name Japan Other countrias Indication Farmulation or licensed Remarks
Kw-2246 Fantanyl citrate Phase i Cancer pain Sublingual tablet Licensed from Orexo
KW-0761 Phase | Cancer (Hematologic tumar) Injection Developed in-hause Humanized monoclonal antbody™
2
Cancer KW-2445 Phase lin USA Cancer Oral Developed in-houwse
KW-2478 Phase | in Europe Cancer Injection Developed in-house
ARQ 197 Phase | Cancer Oral Licensed from ArQule
Olopatadine _ " N N
Allergy KW-4679 ALLELOCK hydrochloride Phase Il in China Anuallergic Orat Developad in-house taunched in Japan
. y . Chrical tals fx monatherapy:
KW-6002 Istradefylline Phase lIp Filed in USA Apr. 2007 Parkinson’s disease Oral Devetoped in-house Phase lla (lapan)
CNS
g Apomorphine . Licensed from
KW-6500 hydrochloride Phase fl Parkinson's disease Injection Brtannia Pharma
, . L . . . Launched for hypertension
Cardiovascular KW-3049 CONIEL Benidipine hydrochlaride Filed in China Jul. 2007 Angina Oral Developed in-house i Chinaa i Dec. 7004
X Inflammatery bawel Oral tpH depend centrotied . Licensed from
Z-206 ASACOL Mesalazine Phase Itl disease (Cichns disesse) release formulanion) Zeria Pharma Jointly developed with Zena Pharma.
Becided 1o discontinue the development
Bowel disease : program of Kw-7158 (Phase ha clrical triats)
Qthers KWN-7158 Phasa lla Qrable bowel synchiome) Cral Developed in-house for averactive bladderAlnnary incontinence
n Sep. 2006
Blood coaqulatian factor
KW-3357 Antithrombin Phase | InhibItor {Drssermmated Injection Develgped in-house
Intrauascular cosguiation)

* KW-0761 was outhcensed to Amgen inc, on March 6, 2008, with an exclusive right to develop ond commerciolize KW-0761 worldwide, except in Japan, Korea, China and Toiwan. Kyowa Hakko has retamed the:
development and commerciofization nights in these countries. (Amgen hos imitiolly dcquired the rights in alf non-oncology indications, and Kyowa Hakka will continue its devefopment actinties in oncology until
the compietion of Phase fla. At that ime, Amgen may eleci to remburse Kyowa Hakko for its oncology-related development costs, expand its license to include oncology and assume the development and
commercalization of KW-0761 in oncalogy settings. )
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Market leadership
across the spectrum

In a challenging trading year we achieved some notable successes,
with our domestic alcohal sales increasing 8.2% to ¥1,189.4 billlon

and aperating income increasing 11,6% to ¥96.5 billion in 2007. We

are developing rapidly as Japan's strongest comprehensive alcchol : Sl GREGN L agEL

beverages company, with a full range of preducts, market-leading
positions in the growth categories, and a highly effective nation-

wide marketing and merchandizing structure.

ry=i-nrinid) §
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Qur alcohol portfolio includes Kirin ichiban Shibori and other clas- Major domestic initiatives durmg"Z(}O?’mcluded the launch of our
sic beer favorites, Japan's number one happe-shu, the number one new beer brand Kirin The Gold and the full-scale” 1mplememat|on of a
new genre range, the number one RTD, a full lineup of domestic and new alliance structure with Mercian Corporation. In overseas markets,
imperted wines, and a range of other leading imported spirits and we continued to develop our business in Asia and Oceania with the
liqueurs from around the world. Equally importantly, we are reccg- commissioning of a new brewery in China. At the same time, we

nized for our innavation and close understanding of consumer trends.  closely managed costs in an environment of very high raw material
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prices, and were first in the industry to announce price rises on beer,

happo-shu and new genre products.
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Kirin Close-Up

KIRIN ZERO: A new trendsetter in happo- shu

"KIRIN ZERO is a groundbreaking product that has introduced an
entirely type of product to the happo-shu category in Japan, and
we believe that Japanese consumers are more than ready for the
new idea it represents. The market for low-calorie and low-carbo-
hydrate foods and beverages has been growing steadily in recent
years as cansumers become more health conscious, and already
more than one-third of Japan's happo-shu sales are of products
containing reduced calories orlow carbeohydrates. Kirin has been at
the farefront of this trend with our best-selling Tanrei Green Label,
and with the addition of KIRIN ZERO our happo-shu product range
now offers an appealing option for every occasion: Tanrei Nama,
our standard happo-shu and the industry leader; Tanvei Green
Label, which has won strong praise both for its 70% reduced car-
bohydrates and outstanding taste; Tanrei Alpha for 99% reduced
purines; and now KIRIN ZERO, Japan's lowest-calorie', non-carbo-
hydrate? happo-shu.

Creating KIRIN ZERO was a considerable technological chal-
lenge. The focus of our research was on achieving low calories and
no carbohydrates while retaining a satisfying and refreshing taste,
and to meet this challenge we made full use of the technological
expertise in creating low-carbohydrate products we have accumu-
lated over more than five years. We developed a raft of innovative
ways 10 achieve minimal carbohydrates, using the highest degree
of fermentation of any brewing process in Kirin's history. We fine-
tuned the taste by blending a balanced choice of floral hops and
simmering selected ingredients to create maximum bedy. The
result is a crisp, light taste with a unique character and fresh aroma
of hops. But what really distinguishes KIRIN ZERO in the market is
the fact that it's the lowest-calorie happo-shu in Japan.

Our team went to extraordinary efforts to get every detail of
this product just right, from its taste to packaging and advertising.
We collaborated across departments and made use of resources
throughout Kirin Group, with close cooperation between team
members from Kirin and Mercian giving a new boost to our cre-
ative edge. The white and silver product packaging has been
designed to be simple and stylish, standing out at the point of sale

Domestic alcohol business

Japan's domestic alcahol market can be described in general terms

as a large, stable market in a wealthy country with an established
culture of consumption. Although the market is gradually shrinking as
birthrates fall and the mean age of the population rises, and although
tastes within the market are diversifying considerably, the fact remains
that our activities in Japan are a tremendous source of long-term cash
flow and earnings.

Our fundamental strategy in our home market is to be Japan's
strongest comprehensive alcohol beverages company, with an array
of profitable brands in each consumer sector. We are implementing
this strategy by developing partnerships and alliances through which
we can expand our category coverage, introducing innovative new
products in growth categories, dealing effectively with significant
ongoing cost pressures, and promoting a shift from price-driven to
value-driven marketing.

Sty
‘oric wnd N

A0uU

and appealing to adults of all age groups. KIRIN ZERO has had a
particularly enthusiastic reception among health-conscious con-
sumers, who appear to appreciate its characteristics and identify
with the active and healthy lifestyles of the celebrities franting our
high-profile advertising campaign.

KIRIN ZERO went on sale on February 20, 2008. Sales to date
have been excelient, prompting us to upwardly revise our yearly
sales targets by 50%. To us it's further proof that if you focus on
making the best-tasting, best-value beverage in a category you
can lead the market””

Yohei Yamaguchi
Laboratory for New Product Development
Kirin Brewery Company, Limited

1. Source: Study by Kirin Brewery Company, Limited

2. Japan’s nutritional fabeling standards define @ low-calorie beverage as a bever-
age containing less than 20 kilocalories per 100ml, and a non-carbohydrate
beverage as one that contains less than 0.5g carbohydrates per 100m.

Qur mgst important initiative in 2007 was the capital and business
alliance with Mercian Corporation that we announced in November
2006, with Mercian becoming a consolidated subsidiary. Mercian is one
of Japan's leading wine producers and importers, and also a brewer
and distributor of chu-hi, criental liquors and processing liquors. Under

TR

the business structure with Mercian that we
adopted in July 2007, Kirin is handling RTDs
and shochu while Mercian specializes in wines.
This has already created new business oppor-

tunigies, and with sales momentum growing

we are excited about the potential for further
M S S

profitable growth together, o=
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Beer
As mentioned above, the market for beer in
Japan is continuing a gradual decline that
has been evident for more than a decade.
Although there has been some indication
of a bottoming out of beer sales, it remains
difficult to envisage 2 material increase in
the size of tha market,

Our focus therefore is on maximizing cash
flow and profitability from our powerful beer
brands—which include Kirin Ichiban Shibori

and Kirin Lager Beer—and ensuring that

Kirin The Gold

Kirin remains a leading beer brewer in the

Japanese market. During 2007 we launched Kirin The Gold, positioning
the preduct as a beer that the next generation of adults could call their
own. Kirin The Gold created considerable market impaci on launch, and
although sales for the year came in under our initial target, we boosted
sales of canned beer, improved on-premise sales, and established Kinin
The Gold as a mainstay brand, Overall sales of Kirin beer decreased by
1.5% in 2007, slightly mare than the industry average.

In 2007, beer accounted for approximately 429 of the combined
beer, happo-shu, and new genre sales volume at Kirin, compared to
439% in 2006. This mainly reflected a further shift from beer tc new
genre. Qur marginal profit on the combined category was flat, and we
reduced marketing costs by ¥2.4 billion, At an industry level, the mar-
ket for beer, happo-shu, and new genre declined in size by 0.3%, while

Long-term trends in alcohol beverage sales volumes in Japan by category

800

wxmmm Shochu group A ===z Sake
700 === Shochu group B

— Wine

— Sweet

=== Sake (right axis}

— Reer {tight axis)

= Happo-shu, New genre {right oxis)

o Whisky
— (hy-hi
——= Brandy

Kirin achieved a year-on-year increase in total volumes for the third
consecutive year. Our market share again increased, rising 0.2 percent-
age points 1o 37.8%.

No. 1 in happo-shu
Kirin's sales of happo-shu brands were again

SRR )
&

ﬁ@%

£
the industry's highest in 2007, despite the E(
overall happo-shu market declining 2.6%. In E

2007, happo-shu accounted for approximately

35% of the combined beer, happo-shu, and

new genre sales volumes at Kirin. Qur mar- ‘Q."“.‘:'.""..".S?,".:‘.:..."’.a‘}'
ket share was 53.7%, exceeding 50% for the %{;ﬁg&
second year in a row with total sales volume BeingooY

of 824 thousand KL, and we achieved higher ?ND-—&ES*

sates of both Tanrei Green Lobel and Tarvei
Alpha, reflecting their excellent taste and the " ronref Nama
appeal of these products to Japan's expand-
ing group of health-conscious consumers. Reduced-sugar products
accounted for one-third of all happo-shu sold in Japan in 2007.

The Kirin Tanrei series has been market leader since 1998, and
during 2007 we laid the groundwaork for continued growth with the
preparation of Kirin ZERO, our new low-calorie* and non-carbohydrate
happe-shu that launched to wide acclaim on February 20, 2008 {see

Kirin Close-Up, page 13).

“lapan’s nutritional labeting standards define a low-calorie beverage as a beverage con-
taining less than 20 kilocalorles per 100mi and a non-carbohydrate beverage as one that
contains less than 0.5g carbohydrates per 100m!,

Source: Kitin estimates
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Leading the new genre market

Our hit product Kirin Nodogoshi was by a wide margin Japan's most
popular new genre drink again in 2007, with a 43.1% market share
and sales of 543 thousand XL. In little more than four years new genre
has grown to account for more than 20% of the combined beer,
happo-shu, and new genre market for beer-type drinks, and we have
dominated this category since we launched Nodogoshi in April 2005.
During 2007 we expanded our new genre range with the launch

of Kirin Ryoshitsu Sozai in May and Kirin Sparkling Hop in Ociober, In
particular, Kirin Sparkiing Hop far exceeded its initial sales targets. The
contribution of these new products, along with continued strong per-
formance in sales of Nodogoshi, resulied in an 10.3% increase in new
genre sales volumes ) —e

for the year, nearly
three times the
industry average,
and further proof
that the market will
reward the best-
tasting, most con-
vincingly added-
value products in
a given category.

From left: Kirin Nodogoshi Nama, Kirin Sparkling Hop

Chu-hi and other RTDs

Kirin Chu-hi Hyoketst was again Japan's biggest selling chu-hi brand

in 2007, a position it has held since it was launched in 2001. And
although the pace of growth in this category as a whole has slowed
over the past two years, canned RTDs are firmly established as a sig-
nificant component of Japan's alcohol beverages market. We are abso-
lutely committed to maintaining sirang sales volumes and profitability
in this segment, and with the addition of Mercian’s complementary
range of chu-hi brands to our line-up from mid-2007, we have been
implementing a
range of brand and
marketing initiatives
to widen our appeal, ] b';jl*z';‘[;'j;l
offer new flavors,
and secure the loy-
alty of the younger
adult drinkers that
are the largest

consumers of

Fit2 I ]
204 0% vEz-nimn |

these products.
During 2007 we
launched Kirin Cock-

From left: Kitin Chur-hi Hyoketsu STRONG,
Kirin Chu-hi Hyoketsu Hayazumi

tail Sparkle as part of our ongoing development of the growing cocktail
segment. This category is an extension of the chu-hi market, and fea-
tures a range of popular cockails, such as fuzzy Navel and Gold Moscow
Mule,in a pre-mixed can format. Consumer preferences and pricing
levels are still being defined for this product area, and we are assessing
opportunities with the aim of undertaking further initiatives,

In January 2007 we expanded our open pricing system to include
chu-hi, and as expecied this had a negative impact on sales volumes
for the year. Other companies have also been revising their pricing
appreach for chu-hi products, and we believe we are well positioned
to benefit from Kirin's enduring brand strength as consumers seek the

added value of the original market innovator.

Wines, spirits and other alcohol beverages

With the inclusion of Mercian in Kirin Group we

are now positioned to develop Japan's most
comprehensive line-up of alcohol beverages in
every category. Kirin's sales of whiskys, wines and
spirits increased 20.6% year on year, with favor-
able sales of domestic and imported whiskys,

and strong sales of shochu. During 2007, Kirin's

MEALLAN
Bon Rouge
ity
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existing wine operations were integrated into

Mercian's wine business, and the expanded prod-

uct range arising from this collzboration, along
with the addition of Kirin's distribution channels
and the merchandizing expertise of Kirin Mer-
chandising, contributed to an increase

in combined wine sales,

Mercian Bon Rouge

Sales and marketing
The most significant feature of the business environment for our
alcohol business during 2007 was the dramatic increase in the price
of raw materials. The impact of higher costs for containers and cartons
alone was ¥3.3 billion, with overall raw materials costs increasing ¥7.2
billion for the year. We therefore took an even mere rigorous approach
to cost control, and reduced marketing costs by ¥2.4 hillion. We also
resolved to increase prices for certain beer and other products from
February 2008.

Kirin Brewery operates a fast-rasponse rolling plan to monitor
and control marketing expenses on a monthly basis. During 2008 we
will continue with strict measures to maintain a downward trend in
expenditure, in spite of additional costs arising from the transfer of

products from Mercian.
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Overseas alcohol business

The focus of our overseas alcohot business development is Asia and
Oceania, and within this region we have been developing our over-
seas husiness, which includes partnerships with other leading brewers
and jointinitiatives with other Kirin Group businesses such as Kirin
Brewery. In pursuing our overseas alcohol strategy we are endeavor-
ing to make optimal use of Kirin's technelogy and product base, while
exchanging information and marketing techniques throughout the
Asia and Oceania region, identifying synergies and branding opportu-
nities, and developing product niches.

We have owned just over 46% of Lion Nathan (see page 17) since
1998, and 2007 marked the eighth consecutive year of profit growth
at the company. Lion Nathan is the leader in the combined Australian
and New Zealand markets, and business streamlining and growth in
premium beers contributed to a ¥30 billion increase in sales and a ¥5.3
billion increase in operating income for 2007. Toward the end of 2007,
Lion Nathan formed an agreement 1o acquire J. Boag

& Son Piy Limited, a specialty beer maker based in
Tasmania, Australia, {For details on how Lion Nathan is
consolidated inte Kirin's financial results see page 17.)
Qur initiatives in China in 2007 included opening
a new plant in Zhuhai City in the Pearl River Delta
region, and commencing sales of a new premium
beer, Qin Qilin, in Shanghai, which is the key con-

sumer market in the Yangtze River Delta area.

President & CEO Kazuyasu Kato at apening
ceremony of new plant in Zhuhai, Ching

San Miguel is Southeast Asia’s largest food, packaging and bever-
age conglomerate, and owner of the leading beer brand in its home
market of the Philippines. Kirin holds a stake of approximately 20% in
San Miguel, and since Kirin's initial investment in 2002 the companies
have collaborated in a number of areas, including procurement., San
Miguel was heavily affected by higher raw material costs in the period
under review, which reduced operating income, but was able to
achieve increased sales in all business areas except packaging.

Qutlook and initiatives for 2008

During 2008 we will be focusing on three strategic aims: strengthen-
ing our core products; building presence in added value products
for health-conscious customers; and increasing overall sales in the
domestic market even as it continues to settle gradually in line with
socio-demagraphic trends.

Measures 10 sirengthen core products will include renewing our
market-leading happo-shu products Kirin Tanrei Nama, Kirin Enjuku,
Tanrei Green Label and {eading new genre product Kirin Nodogoshi,
while ¢ontinuing to build support for Kirin The Gold.

Qur efforts to build cur presence in the low carbohydrate market
reflect the increasing influence of health-conscious consumers in
Japan. Having launched Kirin ZERO with great success in February, we
will build on its early sales progress and aim to secure market leacer-
ship in this category.

We will boost our presence in the promising cocktail segment of
the RTD market, and working with Mercian will relaunch a number
of Mercian products as Kirin brands. We aim 1o help Mercian gain a
strong lead in wines and processing liquors.

We are planning sales and marketing promotions in connection
with the Beijing Olympics, although we aim to continue the marketing
cost reductions we achieved in 2007 and achieve further reductions in
2008. In addition to reducing costs, we implemented price inCreases
from February 2008 as part of measures to restare margins. We will
continue to closely moenitor costs and pricing, and we note that others
in the industry are also adjusting prices.

The open pricing system is taking hold in the domestic alcohol
industry, contributing to efficiency, transparency and the develop-
ment of a cast-plus mentality that allows us to focus on measures that
increase the value cf the Kirin brand. We expect to expand the scope
of our open pricing policy during 2008.

In overseas business, Lion Nathan is pursuing its largest-ever capi-
tal investment program, with new plants being constructed in Auck-
land, New Zealand and elsewhere. Elsewhere in Asia and Oceania we
are pursuing strategic alliances with leading companies in a range of
product areas in which meaningfu! synergies can be realized. B
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Growing together
in Australasia—10 years as
Kirin's largest business partner

Lion Nathan Limited is the leading alcohol
beverage company in Australia and New Zea-
land, with strong brands and vigorous and
profitable beer, wine and related operations,
Itis also Kirin Group's largest and mast fong-
standing alcohol business investment in its
target overseas business development area
of Asia and Oceania.

Kirin's capital participation in Lion Nathan
began in 1998 with the acquisition of a 46%
stake in the company. Its business perfor-
mance since then has continued 1o trend
very favorably, with steady growth in earnings
and further development of its strong market
positicns in beer and wine, Lion Nathan again
produced solid results in the fiscal year ended
December 2007, supported by an attractive
brand lineup, good progress in shifting to
premium products, and sound economic
conditions in its key markets of Australia and
New Zealand. The business accounted for
around 28% of Kirin's consolidated operating
income in 2007, compared to around 25% in

the previous year.

Lion Nathan profile

- NATHAN

Lion Nathan's origins were in New Zea-
land, and it entered the Australian mar-
ket in 1990. When the company’s head
office was relocated to Sydney in 2000,
its main stock exchange listing was also
transferred from New Zealand to Austra-
lia. Australia now accounts for more than
80% of its earnings before interest and
tax (EBIT).

Disciplined strategy

for sustainable growth

Lion Nathan's strategy is to maintain strong
market presence and profitability in beer,
particularly premium beer, investing in the so-
called power brands, which deliver superior
returns, while developing its wine business
and other promising categories such as RTDs.
In addition to organic growth, the company
has made a number of acquisitions of com-
plementary businesses that meat earnings
and return criteria. The latest of these was the
January 2008 purchase of J. Boag & Son Pty
Limited, a premium beer brewery in Tasma-
nia, Australia, that will enhance Lion Nathan's
operating base and provide further impetus

for long-term growth.

Bridging the hemispheres

Lion Nathan and Kirin ccllaberate in a num-
ber of areas to develop synergies and mutual
business growth. In addition to exchanging
management of varicus brands such as
imported Four Roses bourbon in their respec-
tive domestic markets, Kirin and Lion Nathan
have joint procurement arrangermnents for
quantities of malt, heps and other items.

Lion Nathan brews and markets Kirin fichiban
Shibori in Australia and New Zealand, and the
repackaging of this preduct was undertaken
in close collaboration with Kirin. The result
has been a near doubling of sales volumes,
and a major boost of this brand's presence in

the super premium beer segment.

From feft: XXXX Gold, Steintager

Lion Nathan in 2008

Lion Nathan's business plans for the 2008
financial year are to pursue further initfatives
that support its strategy of building sustain-
able, long-term growth through investment
in brands, breweries and people to deliver
shareholder vaiue. The outlook is for further
improvement in operating performance,
partially offset by higher costs for barley,
funding costs of capital expenditure, ongo-
ing investment in spirits and RTD growth,
and certain other factors. The company will
continue its product mix shift to national and
premium brands, and will make a series of
investments to build footholds for the future.
These initiatives include the restructuring of
manufacturing plants in Sydney and Brisbane,
and building a state-of-the-art brewing facili-
ties after relocating its manufacturing site in

centra! Auckland, New Zealand. |

(miflion AS) 2006 2007
Sales . 1,8456 1.967.0
NPAT 226.8 2821
Earning per share {cenits) 486 50.2
{before significant items)

Further information abcut Lion Nathan is

available at www.lion-nathan.com.au

wy
Y
o
«©
iy
1]
>
@
w
=]
=
Q
o
<t

Kirin Holdings Company, Limited 2007 Annual Report 17




Enhanced strategie
yield record
domestic sales

Kirin Beverage is already the strong number three in Japan's
soft drink industry, and sales volumes increased 6% to record
levels during 2007. Sales revenue also grew by almost 5% to
¥411.2 billion, following the growth of 3.3% achieved in the

previcus year.

Qur soft drinks business is centered on Kirin's wholly owned sub-
sidiary Kirin Beverage Corporation. Throughout fiscal 2007, the first
year of Kirin Beverage's Medium-term Business Plan for 2007-2009,
we implemented key strategies with the aim of elevating Kirin Bever-
age te a new competitive position from which it can substantially
contribute to the Group's planned quantum leap in growth. These
strategies included reducing costs, leveraging group synergies,
optimizing our soft drinks product portfolio, and pursuing strategic

Overall market 2,000
soft drink volumes
by category
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alliances and investments.

We combined these initiatives with a total sales and marketing
approach that integrated product concepts and sales promation
activities inte strategies tailored to the characteristics of individual
markets. Although our growth in 2007 was favorable—and slightly
ahead of overall industry growth of 4% for the year—it fell short of
our ambitious targets, and cperating income declinad 8.7%, reflecting
high material costs, a redoubling of marketing efforts, and unceas-

Other

Sports drinks
l l FMlneraiwater

Tea

Coffee
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ing competition in the industry. We are steadily increasing our brand
power and sales footprint in this extremely unforgiving domestic mar-
ket, working to generate the sales momentum and economies of scale
required to secure survival and sustainable growth as a major player

noi only in Japan but also abroad.

Core brands up 6% in 2007

Developing and maintaining an cptimum non-alcohel product
partfolio is a key management strategy in Kirin's long-term business
framework KV2015. This requires us to manage our powerful core
brands efficiently in order to ensure long-term growth and sustained
profitability, while also developing new added value products that
meet consumers’ changing preferences. Through our total marketing
approach, we achieved an average increase in sales volumes of five
core brands—Kirin Nama-cha, Kirin Fire, Gogono-Kocha, Alkali-lon-no-
Mizu and Volvic—of 8% during 2007, with particularly strong sales of
Kirin FIRE, Gogono-kocha and mineral water products.

From Ieft; Alkati-lon-no-Mizu, Volvic and KIRIN LEMON
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Fruit and vegetable juices up 14%

The fruit and vegetable juice category recorded growth of 14%, mainly
due 1o the strong performance of the Koiwai and Kirin brands of vege-
table juice. Steady sales of the Koiwai brand of additive-free vegetable
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juice contributed significantly to this, reflecting the continuing health-
conscious consumer trend in Japan. Although still relatively small, this
soft drink category has already grown 1o become 14% of our domestic
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soft drink sales, and there is good potential for further growth.

Carbonated drinks: Renewed growth, new demand
The carbonated drinks industry in Japan, which has grown slowly
for more than a decade, recorded modest growth in 2007, with fruit-

flavored carbonated drinks increasing for the first time in three years.

Our carbonated beverage KIRIN LEMON performed well, and we also

put effort into generating new demand with a high added value car-

bonated extension product range, Sekai no Kitchen Kara, which draws

inspiration from the world's kitchens.

Mineral water: Kirin's volumes up 23% and 26%
Double-digit growth continued in the averall mineral water market,
with expansion of 18% in 2007 following growth of 15% in 2006.
Domestic products comprised around 75% of the market, with a
volume increase of 7%, while imported water sales grew 5%. Thanks
1o an aggressive sales promotion drive, sales of Kirin's domestically
produced brand Alkali-lon-no-Mizu increased 23% year on year,
while sales of Volvic, the French brand imported by Kirin, grew 26%.
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Coffee: Kirin Fire series up 6%

Although industry volumes were again flat in 2007, sales of the Kirin
FIRE series recorded a fourth consecutive year of growth with an
increase of 6%. This category has grown te become a core category
pillar for Kirin Beverage, on a par with our major green tea brand
Nama-cha, and was aided by the ongoing success of the Kirin FIRE
Hikitate Koubou product range, which is differentiated in the market

by rigorous freshness control.

Creating and sustaining growth overseas

Kirin Beverage has a number of strongly performing operations outside
of Japan, mainly based in China (Shanghai, Guangzhou, and Beijing)
and Thailand. In addition to expanding existing sales in these areas, we
aim to seize new opportunities presented by high economic growth in
emerging countries throughout the Asia-Pacific region. As part of this
strateqy, Kirin entered into a basic agreement with Acecaok, Co, Ltd. in
November 2007 to establish a joint venture company in the fast-grow-
ing market of Vietnam. The new company, Vina Kirin Acecook Beverage
Company, will manufacture and market soft drinks and is scheduled for
launch in the first half of 2008, The new company plans to invest ¥2.5
hillion in a new production site, which is expected to start cperations
in this young and fast-growing market by the end of 2009.

Minimizing costs, maximizing synergies

As part of the “costs down, synergies up” managerment strategy Kirin

is pursuing throughout its beverage operations, Kirin Beverage is
continuing to reduce costs and make maximal use of Group synergies.
Measures taken during fiscal 2007 in these areas included begin-

ning in-house PET bottle pre-form operations at our Shonan Plant

to reduce packaging and processing costs, and integrating Koiwai's

Source: Kirin estimates
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chilled beverage operations to create a comprehensive chilled and
dry goods product development structure. We also bolsterad our sales
base in the domestic market during fiscal 2007 through regionally
aligned sales using an approach we call Team Kirin, as well as through
vending machine placement strategies and activities targeting the

commercial market.

Outlook and initiatives for 2008

For the past seven years, we have consistently achieved soft drinks sales
growth higher than overall domestic industry growth rates. We aim to
continue this trend with a 128 year-on-year increase in domestic sales
volumes during 2008, despite continuing high raw material costs and
strong competitive pressures, in the context of an overall domestic
market that we envisage growing by up to approximately 29%.

We are confident that we can enhance our competitive position in
the soft drinks market, based on an array of management strategies
initiated during 2007 that are already yielding resuits. We intend to fur-
ther strengthen our brand portfolio through sophisticated promotion
of core brands and the development of new high value added prod-
ucts. Based on our comprehensive marketing approach, we will also
continue to reinforce our marketing capabilities through collaborative,
area-driven sales in existing and new markets, with a particular focus
on making effective use of our vending machine network,

In addition to the launch of Vina Kirin Acecook Beverage Company
in Vietnam, we are looking forward 1o the increase in business scale
that will accompany the consolidaticn cf the fruit juice beverage busi-
ness of National Foods. We will continue to seek other opportunities to
strengthen our operations overseas, particularly in Asia and Oceania.
Throughaut our business territory, we will pursue group synergies and
greater cost efficiency in production, distribution, and marketing. @

Source: Kirin estimares
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Twenty five years on:
New company, new alliances

In fiscal 2007 we celebrated the twenty-fifth anniversary of our entry into the pharma-
ceuticals business. With high-potential new products already on the market for 2008
and the prospect of an enhanced R&D program through a new alliance with Kyowa Hakko,

Kirin is well placed for prefitable, sustainable pharmaceuticals growth.

Accompanying the shift to a holding company structure on July 1, 2007,
Kirin Pharma Company, Limited assumed responsibility for Kirin's phar-
maceuticals business. Kirin Pharma is leveraging Kirin's accumulated
biotechnological expertise to become a fully integrated pharmaceuti-
cal company, conducting research in specialty areas such as kidney
diseases, cancer and infectious diseases, as well as programs to develop
human antibody and dendritic cell therapeutic vaccines using propri-
etary technology. We airn to further strengthen our operations in 2008
through cur merger with Kyowa Hakko, a company for which antibocly
technology is a key biotechnological strangth. This will enable us to
continue to develop globally with antibody technology as a core focus.

Strategy and results

in October 2007, Kirin Group and Kyowa Hakko Group anncunced a
strategic alliance to combine their pharmaceuticals husinesses, Kyowa
Hakko Kogyo Co, Ltd. and Kirin Pharma Company, Limited. This lays
the foundation for establishing Kyowa Hakko Kirin Co, Ltd. in October
2008, which will aim to be a world-class Japan-based research and
development-based life sciences company. In January 2007, Kirin
Pharma entered into a worldwide licensing agreement with Astellas
Pharma on a fully human anti-CD40 antagenistic monoclonal anti-
body created by Kirin Pharma which is being jointly developed for
commercialization by both companies worldwide,

Kirin Pharma also anncunced a business and capital alliance with
Terume Corporaticn in July 2007 to strengthen collaboration in R&D
and manufacturing of prefilled syringes and integration of the two
companies’drug discavery technologies,

In the year under review, sales in the pharmaceutical business
increased 4% to ¥69.9 billion and operating income increased 7.9%
to ¥13.0 billion. This represented 5% of Group consolidated sales and
10% of Group consclidated operating income. The main causes for
these increases were robust sales of core products and the contribu-

tion of averseas sales.

Next-generation core products
Kirin's key pharmaceutical products include: ESPO, for the treatment of
renal anemia; GRAN, for the treatment of leukopenia; Rocaltrof Injection,
for the treatment of secondary hyperparathyroidism; and PHOSBLOCK
Tablets, for the treatment of hyperphosphatemia. A new product was
added to the lineup in 2007; NESP Injection Syringe, a long-acting
erythropoiesis stimulating agent.

Launched in July 2007, NESP Injection Syringe has the advantage
of less frequent administration compared with conventional rtHUEPO
preparations, and excellent efficacy in the treatment of anemia. Market-
ing inftiatives prometing its benefits 1o health-care professionals have
achieved an increase in its adoption at dialysis clinics, including a sig-

Kirin Pharma Pipeline
Code, . Stage i . In-house
Generi I Formulation ) Remarks
Category praduct name eneric name Japan Other countries ndication or licensed
Aneria - g An approval has been given in Japan
KRN321 NESP Barbepoetin Alfa Phaselll {ARer chemctherspy fo canced) Injection Kirin-Amgen for anemia of CKD patlents on dialysis
KRN125 Pegfifgrastim Phasa Il Meutropenia Injection Kirin-Amgen Mew generation G-CSF
Hematalogy/ ) y Essential . _
Cancer KRNGS4 Hydrochloric acid agrylin Phase /11 thromboeythermia Qral Licensed from Shire
KRN330 Phase lin USA Cancer Injection Developed in-house Fully hurman mongchlonal antibody
Phase Ullin USA L - Dentritic cell-based
AGS003 and Canada Cancer Injection Developad with Argos immunatherspeutics
KRIN321 NESP Darbepoetin Affa Phase Il Phase Ilin China Anerhia Injection Kinin-Amgen An appraval has been given in Japan
(for CKD panents not o diatysish ! for anemia of CKD patients on dialysis
Kidney
PB‘?&::S;EULDCK Sevelamer hydrochlorid Phase Nin China Hyperphosphatemia Qral Licensed from Chugai Launched in Japan
Wotes: 1. In Korea, Taiwan, Hong Kong and Singapore, Aranesp, manufactured by Amgen Inc, is currently being marketed, and will be switched 1o NESR manufaciured by Kirin Pharma, in the future.
fr other ASEAN countries, an NDA filing will be made with NESE.
2. In Vietnam, an NDA of Pegfilgrostim (lang acting G-C5F) has been filed for neutrapenia. in the Philippines, an NDA of Filgrastim (G-CSF) has been filed for neutropenia.
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dosages optimized dlring the course of extensive clinical trials

in Japan. We think the Central Soc1a1 Insurance Medical Council in

Japan recognized the groundbreakmg nature of REGPARA and the

treatment gap it is filling when setting their pricing levet, despite

the restraint on government spending that is making life hard for
pharmaceutical companies.

Completely new genres of drugs like the one we have devel-
oped can take a long time to gain widespread adoption, but | can
say that patients and medical professionals alike have responded
very positively to REGPARA. In fact, this is the only case | can recall
where we received direct feedback from patients during the clini-
cal trials thanking us for the drug and asking that it be made widely
available. It's been very rewarding to see the drug advance through
the different phases of development to its faunch and finally its

nificant number of new customers that did not previously use £SPQ.

In January 2008, we launched REGPARA TABLETS under license from
LS. company NPS Pharmaceuticals Inc. This is an innovative drug for
secondary hyperparathyroidism during maintenance dialysis that uses a
new mechanism of direct action on calcium receptors (see Kirin Close-
Up on this page for details). Amgen Inc. of the U.S., under license fram
the same company, has been marketing the product in the United
States, EU, Canada and New Zealand since 2004, with considerable
success. In domestic business, while E5PO has for some time been a key
driver of our progress in strengthening operations in the area of kidney
drugs, the successive launches of NESP and REGFARA have enhanced
owr product lineup and created a clear competitive advantage.

Product pipeline and research progress

Kirin has therapeutic candidates at various stages of the research and
development process, and is continuing with Phase Il clinical trials
of KN321 for renal anemia (pre-dialysis) and chemotherapy-induced
anemia. We also made good progress in fiscal 2007 in implementing
or preparing for clinical trials for a number of antibody drugs.

contribution to the lives of dialysis patients.

Before transferring to clinical development, | worked for many
years in a research lab at Kirin, so | understand the perseverance
and conviction that goes into creating an innovative drug like REG-
PARA. The project highlights the benefits of our collaborative inter-
national R&D network and is a sign of promising things to come
for Kirin Pharma. Naturally we have the usual patents and so on
protecting our intellectual property, but we know that in pharma-
ceuticals you can never stand still, We're eager for more success in
our areas of clinical focus and are already hard at work on a range
of promising drug and indication candidates”

Tsuyoshi Nishitoba, Ph.D.

Senior Manager
Clinical Development Department, Product Development Division

Outlook and initiatives for 2008

Buring the first half of fiscal 2008, we will prepare for the establish-
ment of Kyowa Hakke Kirin in October, formulating an action plan that
wilt rapidly achieve full realization of synergies, particularly in market-
ing and R&D.

This integration, as well as the strategic alliance with Terumo
Corporation, will strengthen our pharmaceutical operations, enhance
our R&D and advance us toward our goal of becoming a profitable,
world-class specialized pharmaceutical business.

In overseas operations, we will introduce additional products
and expand our sales netwaork in East Asia and ASEAN countries.
Specihcally, we will promote Kirin preducts in ASEAN countries newly
entered in 2007 and aim to secure higher margins in China, Korea
and Taiwan, where strong performances drove continued sales
growth in 2007, We will strengthen Kirin Pharma USA’s development
framework with the aim of speeding up product development, while
also advancing our research into the use of monoclenal and poly-

clonal antibodies. &
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Major initiatives to

expand business scale

Kirin's other businesses leverage Group synergies and accumulated
R&D capabilities to create value in the areas of health foods and func-
tional foods, seasonings, agribio and food. With the December 2007
acquisition of National Foods, Australia’s leading dairy product and

beverages company, Kirin has created a strong platform for a new

growth trajectory in Asia and Oceania.

Results

In the year under review, sales in other businesses increased 22.4%
10 ¥130.5 billion, and operating income rose 677.5% to ¥4.3 hillion,
mainly as a result of the consolidation of certain chemical and other

businesses of Mercian Corporation

Key initiatives

Health foods and functional foods The health foods and functional
foods market is growing not cnly in Japan, but throughout Asia and
Oceania, The January 2007 transfer of the main business of Kirin Well-
foods te Kirin Yakult NextStage (KYNS) markad the completion of a
scund structure for product development and sales growth, and the
successful conclusion of a further step in an alliance with Yakult Hon-
sha that began in 2003 with a vending machine partnership in the
soft drinks business.

Seasonings business PT Kirin Miwon Foods, the joint venture formed
by Kirin Food-Tech Company, Limited (formerly Takeda-Kirin Foods)
and Daesang Corporation of Korea, has completed construction of its
nucleotide seasonings manufacturing plant in Indonesia. The plant,

a production base with the world's most advanced productivity and
quality, will enable Kirin to respond to the growing demand for sea-
sonings in Asia's expanding processed foods industry.

Agribio business With Kirin Agribio serving as its core company, Kirin's
agribio business has a global network of 35 affiliated companies, pur-
suing business in ornamental flower seeds and cuttings and potatoes
in Japan, Europe, North, Central and South America, Asia and Africa.
During 2007 we set up a Flower Trial and Promotion Center in Harma-
matsu City, Shizuoka Prefecture, an initiative aimed at developing high
value added products to lead the floriculture business in Japan.
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Food business

Kirin's largest domestic food business is Keiwai Dairy Products, a sub-
sidiary of Kirin Beverages that produces a range of premium brand
dairy products popular in homes throughcut Japan. The acquisition of
National Foods will generate top-line growth in excess of ¥150 billion
in Kirin's food business for 2008, instantly bringing a new scale to this
business area and opening the doer to new business develepment

opportunities and group synergies in the promising markets of Asia

and Oceania. @

Kirin Mum (left),
Kirin Double Wave (below)
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Operating as a trusted

corporate citizen

CSR, undertaken in combination with our
dedication to maintaining the highest stan-
dards of product quality and safety, enables
Kirin to earn and sustain the trust of society,
and we are committed to practicing respon-
sible corporate behavior in all aspects of

Group operations.

Reporting on C5R
We provide a comprehensive description
of Kirin's CSR activities in our annual Kirin
Group CSR Report, which was first published
in 2005 and incorporates coverage of key
SR activities and policies, commentary from
third-party advisors, and all the information
that previously was published in our annual
Environmental Report.

The Kirin Group CSR Repert is available in
English online at www.kirinholdings.co.jp/
english/csr. Some of the topics covered by

the report are as follows,

Risk management and compliance
Compliance-hased risk management and
internal control is the foundation for sustain-
able and responsible business practice. Kirin
is expanding its risk management system

to encompass &ll Group companies, with a
Group-wide risk management system due for
completion by the end of 2008. A battom-
up, three-tier approach is taken to the actual
implementation of risk management, under
which all divisions and business locations
have the first responsibility for risk manage-
ment, followed by the Group Risk Manage-
ment Cemmittee and the Internal Audit
Department, Initiatives implemented by Kirin
to strengthen compliance include: formulat-
ing and distributing to Group employees a
compliance handboak; setting up a compli-
ance hetline; and conducting awareness-rais-

ing seminars for Group employees.

Responsibilities as a manufacturer
of alcohol beverages

We are highly aware of our responsibilities as
a leading producer of alcohol beverages and
are strongly committed to the prevention

of alcehol-related problems such as under-
age drinking, driving under the influence of
alcohol, and binge drinking. Kirin carried out
a range of initiatives during 2007 10 promote
appropriate drinking habits, which included
the distribution of cautionary posters and
stickers to bars and restaurants, the cessation
of in-store sampling campaigns, and the use

of warning messages in advertisements.

Commitment to product quality

We strongly believe that quality control is the
foundation of our business. In July 2007 we
established a new Quality Assurance Depart-
ment under the holding company system to
enhance comprehensive Group management
of product quality assurance. In each group
business we have established a General
Director for quality assurance at every stage
of our value chain, from product develop-
ment to sales. To enhance quality throughout
the Group, we operate under defined Group
Quality Standards and Guidelines, through

which we continually strive to improve our

quality management cutcomes.

The United Nations University—Kirin Fellowship Program

Kirint Soccer Field 2008

Partnership with the community

As an internaticnalizing company with an
increasing sphere of influence, we seek to
build strong partnerships with the many
different communities we serve. Qur initia-
tives include social contribution, such as the
United Nations University—Kirin Fellowship
Program (a program in which we assist devel-
oping countries te resolve food-supply issues
by inviting research fellows specialized in
food-related studies to Japan), social welfare,
and cultural contributions such as support
for sports and the arts. Kirin Brewery and
Kirin Beverage have been official sponsars

of the national soccer team in Japan since
the late 1990s, and confirmed our continued
support to March 2015 by renewing this
contract in 2007,

We are making full use of soccer’s poter-
tial to exert a positive influence on the social
development cf the next generation. A new
Group CSR program, Kirin Soccer Field 2008,
not anly enables elementary school children
to improve their soccer skills, but also fosters
their personal growth, under the guidance of
instructors such as former Japan national foot-
ball team member Shoji Jo. We plan 1o carry
out this program in 12 cities across Japan,
with a total of 1,200 children participating in
2008. Another event, the JFA Family Footsal
Festival 2008 with KIRIN, is alsc taking place at
locations all across Japan, creating a vaiuable
opportunity for people of all ages, as well as

giving children a fun experience of football. m

CSR
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The Environment

Environmental philosophy

for business sustainability

We view the sustainability of environmental

resources as a critical management issue, and

operate under an environmental policy that

includes the following key elements:

1. Considering environmental impact at
every stage of our products’ lifecycles

2. Setting and auditing clear environmental
objectives and processes in Japan and
overseas

3. Establishing self-management standards
concomitant with relevant laws and
regulations

4. Building awareness within and outside of
Kirin of key environmental issues

Kirin carries out its environmental initia-
tives according to Kirin Group's Environmen-
1al Policy, which is based on the ‘3 Rs'(Reduce,
Reuse, and Recycle) and the "2 As' (Assess-
ment and Audit). An overview of some of our

environmental activities is as follows.

Promoting the 3 Rsand 2 As
REDUCE REUSE

Conserve energy and resources  Reuse the usable

Reduce waste
Reduce environmental impact R_E_CYCLE
Utilize waste

R=R
+
A'A
ASSESSMENT
Prior evaluation

AUDIT
Internal auditing
External auditing

An integrated group approach

Kirin has implemented environmental man-
agement systems tailored to each company
in the Kirin Group. Recognizing that certain
companies have much greater impact than
athers, specific measures are prioritized
according to the contribution they can make
10 overall Group environmental performance,
Eleven manufacturing and distributicn facili-
ties in Japan have been assessed as having
the maost environmental impact, and these
companies are therefore the focus of environ-

mental management efforts.

Forest conservation program to pratect water quality in Gunma Prefecture

Protecting water quality

Much of Kirin's business depends on having
a high quality water supply. We therafore
continugusly work to improve our water-
recycling processes, and regularly conduct
local forestation projects across Japan which
not only protect water quality, but also help
sustain biodiversity and preserve the ecosys-
tem. We continued te expand these activities
in 2007, increasing the total area of our forest
conservation and tree plantation projects to

over 1,000 hactares.

Packaging and containers

We design packaging to minimize environ-
menzal impact over product lifecycles, and
have made various innovations to reduce
materials consumption and facilitate distribu-
tion. One example of this is the packaging for
Kirin Pure Blue, top prizewinner at the 2007
METI Japan Packaging Competition. With its
highly durable protective varnish, the packag-
ing eliminates the need for an external wrap-
ping of transparent film, thereby reducing

environmental impact.

Supporting biofuels

Kirin has implemented a range of measures
to reduce energy consumption or switch

to more environmentally friendly forms of
supply. Cne example is our involvement in a
large-scale government project to constiruct
a biogthanol production faciity in Takachi,
Hokkaido. We are contributing our ferment-
ing, biotechnology and factory construction
expertise to the plant, which is scheduled to
become operational in March 2009.

Open disclosure of information

Kirin uses financial statements, brochures, site
tours, exhibitions, the Kirin website and other
measures 1o ensure appropriate disclosure

of environment-related information. Details
of environmental activities have since 1994
been published annually in Kirin's indepen-
dently audited Environmental Report, which
is now available online as part of the CSR
report at www.kirin.co.jp/english/
company/csr. This report includes quan-
titative trends in Kirin's fuel and power use,
packaging materials, air emissions and cther
relevant items, l
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Operating with enhanced
transparency and improved
governance under Kirin’s

holding company system

Kirin has updated its organizational and
corporate governance structure to reflect
the needs of the holding company system
adopted on July 1, 2007. The ultimate aim of
the changes is to clarify the roles and respon-
sibilities of each entity and crganizational
layer, improve the speed and quality of deci-
sion-making, and enhance the autonomy
and activity of each operating company in
pursuit of a Group premium and a quantum
leap in growth.

The Board of Birectors ¢f Kirin Holdings
facuses on making key management deci-
sions for the entire Group, ensuring the
optimum allocation of resources and aiming
to identify and maximize Group synergies
and develop the most effective possible

group strategy.

The Group Executive Committee within
Kirin Holdings provides support for invest-
ment decisions and strategic issues likely to
have a material impact on operations.

. At the operating level, each company
functions independently. The boards of each
company make key operating decisions on
issues affecting their businesses, review con-
tributing companies' operations, and decide
on possikle business alliances, investments
and other such matters. Directors of operat-
ing companies do not concurrently hold posi-
tions as directors of the holding company,
ensuring that the roles and responsibilities of
each remain clearly delineated.

Fach of the operating companies has an
Executive Committee. These committees are
tasked with supperiing the decision-making
processes of each CEO and facilitating effec-
tive communication and information sharing

between entities.

Holding company governance structure

Shareholders

I
[ |
| Board of Auditors | @ | Board of Directors |—

Accounting
Auditor

-

President

[
Internal Audit
Department

Ey
H
3
3
=
£
s
g
3

Internal Auditing G roup Head Ofﬁce
Divisions

Clear internzl control systerns are imple-
mented in line with laws and regulations.
Morecver, a number of committees have
been formed at the holding company level
to contribute to robust, transparent manage-
ment. These include a Group C5R Commitiee,
a Group Risk Management Committee, and
a Group Information Disclosure Committee,
A further two committees, the Appeintment
Advisory Committee and the Compensa-
tion Advisory Committee, serve to nominate
board members and auditors at Kirin Hold-
ings, appoint presidents at major group
companies, and objectively and transparently

cleliberate on executive compensation. B

— Compensation Advisory Committee
L— Appointment Advisory Committee

— Group Executive Committee

_|

Group CSR Committee
Group Risk Management Committee
Group Information Disclosure Committee

Group companies

’ Operating companies l

t Service companies

Corporate Governance
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Years ended December 31,

2007 2006 2005 2004 2003
Millions of yen
For the Year:;
Sales ¥ 1,801,164 ¥ 1,665946 ¥ 1,632249 ¥ 1,654,886 ¥ 1597509
Less Liquor Taxes 400,555 402,321 397527 430,957 431,749
Net sales 1,400,608 1263625 1,234 1,223,929 1,165,760
Alcohol Beverages' 788,922 696,986 621819 622,333 613,673
Soft Drinks 411,254 392,729 380,177 372,392 359,622
Pharmaceuticals? 59,909 67,245 67,605 62,702 57.540
QOther Businesses 130,522 106,664 165,118 166,500 134924
Cost of sales 678,058 585,531 576,393 577,092 555,223
Gross Profit 722,550 678,063 658,328 646,836 610536
Selling, general and
administrative expenses 601942 561,735 546,619 537,444 508981
Operating lncome 120,608 116,358 111,708 109,392 101,555
Income befgre income taxes
and minority interests 128413 111,560 109,001 110,018 78,147
Net Income 66,713 53,512 51,263 49,099 32,395
EBITDA? 213,129 191,161 188,459 183,507 165412
At year end:
Total Assets ¥ 2469667 ¥ 1,963,586 ¥ 1,937,866 ¥ 1,823,790 ¥ 1,787,867
Bonds 9283 98,530 106,241 171,564 167428
Long-term debt 112,244 116,586 54,236 67,119 93,617
Shareholders’ equity * 1,054,811 993,989 972,601 858,615 B03,882
Yen
Net income per share:
Primary ¥ £9.856 ¥ 5598 ¥ 5323 ¥ 5058 ¥ 3327
Oiluted — — — — —
Net assets per share applicable
to the year 1,104.83 1,040.44 1,016.74 888.65 83184
Value Indicators:
Liquidity Ratios:
Debt/equity ratio (times) 058 024 0.26 031 035
Interest coverage ratio (times)® 101 126 125 1.1 107
Investment indlcators.
Price/earnings ratio {tirnes)’ 235 334 258 200 274
Price/book value ratio (tirmes)® 1.5 1.8 14 il IR
Dividends and payout ratio:
Dividends per share (¥) 21.00 17.00 1450 13.50 1200
Payout ratio (%) 301 304 27.2 257 358
Return indicators:
Return on assets {%,° 30 27 2.7 2.7 15
Return on equity (%/"° 65 54 56 59 4.1
Turnaver ratios:
Asset turngver (times)" 081 0385 0.87 092 09
Inventory turnover (times)"? 134 156 184 192 185

1. The preseniation of the former Beer' section was changed to Alcohol Beverages’ in 2001. The businesses of engineering, fogistics, eic., which were previously included in the ‘Others’
segment, were reclassified into the Alcohol Beverages” segment in 2007, Information for 2006 has been restated 1o conform to the new classification; prior vears have not been restated.

2. Kirin's business segments were reorganized from 2003 into four segments: Alcohol Beverages; Soft Drinks; Pharmaceuticals and Other Businesses. Business segment information for 2002

has been restated to conform 1o the new classification; prior years have not been restated.

EBITDA = Income before income taxes and minority interests - interest income — Dividend income + interest expense + Depreciation and amortization + Amortization of goodwill

Sharehalders' equity = Total net assets - Minority interests (as recorded on the balance sheet)

Debt = Short-tem loans and current maturities of fong-term debt + Bonds + Long-term debt

Interest coverage ratio = (Operating income + Interest and dividend income)/interest expense

PER = Year-end share price/Net income per share

PBR = Year-end share price/Net assets per share

. ROA = Net income/Average total assels

10. ROE = Net income/Average shareholders” equity

1i. Asset turnover = Sales/Average total assets

12 Inventory turnaver = Sales/Average inventories

N b

bl
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Years ended December 31,

2002 2001 2000 1999 1998 1997
Millions of yen
¥ 1583248 ¥ 1,561,879 ¥ 1,580825 ¥ 1451520 ¥ 1477288 ¥ 1,505074
445935 461,265 507,617 544,270 582,362 640,046
1,137,313 1,100,614 1,073,208 907,250 894926 865,028
623,586 616,739 604,265 523,926 530636 530,124
342946 332,551 318006 280,610 276,534 263,550
49,617 — — —_ — -
121,063 150,622 150,936 102,714 87,755 71,354
554,264 538,642 513,384 433,359 453421 457,000
583,048 561,972 559823 473,891 441,504 408,028
463,259 486,907 465425 396,649 371,735 344,548
89,789 75,065 93,397 77,241 69,768 63,480
74517 57.134 71,245 60,349 60415 59,701
32,540 23122 32924 33,245 27,058 25,391
157,742 139,233 — —_ —_ _
¥ 1744131 ¥ 1661652 ¥ 1627400 ¥ 1,430021 ¥ 1,443,179 ¥ 1451955
129,948 87,400 27,612 — — -
105,748 74511 92,370 26,957 22,306 14034
769,227 782,902 768,485 725942 735,196 754,888
Yen

¥ 3326 ¥ 2349 ¥ 3318 ¥ 3257 ¥ 2593 ¥ 2412
— 2348 3306 3251 2583 2409
795.71 795.29 780.58 72415 715.54 71725
0.37 0.24 019 0.05 .06 0.04
104 81 16 295 24.1 184
227 399 309 331 55.7 394
a9 1.2 13 1.5 20 13
1200 1200 1200 12.00 12.00 1200
362 511 36.3 369 46.5 498
19 14 22 23 19 1.7
432 30 44 46 36 34
053 095 1.03 1.0 1.02 101
212 243 277 287 284 273

Kirin Holdings Company, Limited 2007 Annual Report 3



Nore: The information presented below is based on extracts from material originally refeased in Jopanese. The original material
remains definitive. Alf comparisons are with the previous fiscal year unless stated otherwise. Figures for 2006 have been
restated as necessary 1o enoble comparison with results under the holding company structure adopted on July 1, 2007,

OPERATING ENVIRONMENT AND MARKET OVERVIEW

The overall Japanese econcmy expanded moderately during 2007, benefiting from continued strength
in capital investment, with robust growth in corporate profitability and exports. Consumer spending
also rose steadily due to a modest upturn in disposable income. At the same time, certain factors—such
as sharply higher oil and raw material prices and the sub-prime ¢risis—contributed to uncertainty in
the outlook.

On July 1 of 2007, the first year of the 2007-2009 medium-term business plan serving as the first
stage of KV2015 (Kirin's long-term business framework announced on May 11, 2006), Kirin transitioned
to a pure holding company structure, aiming to facilitate a more dynamic allocation of Group resources.
Subsequently, Kirin also made a number of investments in pursuit of the quantum leap in growth tar-
geted by KV2015, including forming a strategic alliance with Kyowa Hakko Group in pharmaceuticals
and acquiring 100% of National Foods Limited, Australia’s leading dairy food and beverage producer.
These initiatives will significantly increase the scale of Kirin's consolidated business from 2008. National
Foods was entered on Kirin's balance sheets from the end of 2007, and is being included in the consoli-
dated statements of income from 2008. Kyowa Hakko is an equity-method affiliate for the first quarter of
2008 and will be a consolidated subsidiary thereafter.

CONSOLIDATED SALES AND EARNINGS

Kirin's consolidated sales for the year ended December 31, 2007 increased 8.1% year-on-year to ¥1,801.1
billion, supported by higher sates in Kirin's alcohol, soft drinks and pharmaceuticals business segmenits,
and the full consolidation of Mercian Corporation's results. Income at all levels increased for the fourth
consecutive year, with consolidated operating income up 3.7% to ¥1205 billion, consolidated ordinary
income up 2.1% to ¥123.3 billion, and cansolidated net income up 24.7% to ¥656.7 hiilion.

FULL-YEAR DIVIDEND
Kirin has distributed a dividend to shareholders in every financial period since establishment in 1907,
and ensuring an appropriate distribution of profits to shareholders is a key management focus. In 2007
Kirin adopied a new target payout ratio of 30%-plus on a consolidated basis, with the aim of steadily
increasing dividends through realizing a growth sirategy while taking into account future capital
requirements, For the fiscal year ended December 31, 2007 the total dividend was ¥21.0 per share, an
increase of ¥4.0 per share, or just over 23.5%, representing a consclidated payout ratio of 30.19%. While
maintaining sound financial status, share buybacks will continue to be considered as part of Kirin's policy
on returns 1o shareholders.

From 2008, preposed dividends will be calculated taking into account any impact of goodwill amor-
tization and other such factors arising from strategic investments undertaken in pursuit of growth under
Kv2015. The planned dividend for fiscal 2008 is ¥23 per share,

ANALYSIS OF SALES AND EARNINGS

Consolidated sales increased 8.1% to ¥1,801.1 billion, supported by the consclidation of Mercian Corpo-
raticn’s results, along with higher sales in Group business segments as noted above. Operating income
increased 3.7% to ¥120.6 billion, the fifth consecutive year of recerd operating inceme, contributed to
by higher operating income at Lion Nathan and other factors.

Kirin Group's consolidated net sales {excluding liquor taxes) increased 10.8% to ¥1,400.6 billion with
cost of sales increasing ¥92.5 billion to ¥678.0 billion. As a result, gross profit on sales increased ¥44.4
billion to ¥722.5 billion and the gross profit margin decreased from 53.7% to 51.6%. Selling, general and
administration {(5G&A) expenses increased 7.2% to ¥601.9 billion, or 43.0% of sales compared to 44.5%
in the previous year, Operating income, as noted above, increased 3.7%. Interest expense increased
¥2.9 hillion te ¥12.6 billion, and equity in earnings of affiliates increased ¥2.1 billion. Ordinary income
increased 2.1% to ¥123.3 billion.

Special income increased ¥11.4 billion to ¥22.4 billion, primarily because of gain on sale of fixed
assets of ¥19.7 billion. Special expenses decreased ¥2.9 billion to ¥17.3 billion, with key items including
a ¥3.4 billion reducticn in loss on impairment to ¥2.3 billion.

As a result of these and other factors, income before income taxes and minority interests increased
¥16.9 billion tc ¥1284 tillion.

The adjusted income tax total for 2007 was ¥50.3 billion, for an effective tax rate of 39.2%. Minority
interests totaled ¥11.3 billion. As a result of the above, net income for 2007 was ¥66.7 billion, or 4.8% of
net sales.

Net income per share was ¥69.86 in 2007. ROE was 6.5% and ROA was 3.0%.

RESULTS BY SEGMENT
Kirin Group's operations have, since 2003, been organized into four business segments: Alcchol Bever-
ages; Soft Orinks; Pharmaceuticals; and Other Businesses.

Alcohol Beverages

Consolidated sales in the Alcohol Beverages segment totaled ¥1,189.4 billion (including liquor tax} in
2007, 8.2% higher than in the previous year. Operating income was up 11.6% to ¥96.5 billion, or 80.1%
of Group operating income.

NET SALES, COST OF SALES AND
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Overall industry volumes in the beer + happo-shu + new genre category showed a slight decline of
approximately 0.3% during 2007, following a decline of around 1% in 2006. This flattening of the market
mainly reflects two ongoing trends in Japan—a declining birthrate and population, and diversification
of consumer tastes.

Kirin recorded a decline in volumes largely in line with the industry as a whole. Kirin's sales of canned
beer increased with the intoduction of Kirin The Gold, and sales of happo-shu products for health-
conscious consumers also increased. Sales volumes of Kirin's new genre products outperformed the
industry, with the strong performance of Kirin Nodegoshi Nama and Kirin Sparkfing Hop in this category
resulting in growth of 10.3% and reinfercing Kirin's dominant market position. pey 6323 BI1E

Sales volumes of RTDs, including Kirin's market-leading Kirin Hyoketsu chu-hi serles and Mercian's
range of RTDs, decreased 11.5%, mainly reflecting the impact of the adoption of open pricing for Kirin's
RTC products on January 1, 2007, Lion Nathan again performed sirongly with its eighih consecutive
year of profit growth, as outlined on the following page.

Kirin's business and capital alliance with Mercian Corporation, which was announced on Novermber mes Y3 3T gy

16, 2006, led to cooperation in the areas of sales and R&D. Mercian’s brand pertfolio has expanded
from the transfer of Kirin's wine business te Mercian, and the two companies are actively cooperating 627 66
575 ! : 672
Jl34.9' 1665 165.1 \
I Joee!
T
. 03 04 05 06

NET SALES BY BUSINESS SEGMENT

696.9

together on sales and marketing.
A notable feature of the business environment in 2007 was the dramatic increase in the cost of raw
materials. Aluminum, cartans, malt, corn and other items all cost significantly more during the year,

Billions of yen

@ Alcohol Beverages @ Pharmaceuticals

with overall raw material costs at Kirin Brewery increasing ¥7.2 billion. Although censiderable efforts O Saft Drinks ® Other Businesses
were made to l?oo.st efficiency and reduce costs, the severe cost pressure resulted in Kirin announcing wEngueenig, disbution and other such comparies that were prevously
a number of price increases effective early 2008, inchuded  the Other business segment have been transferred nlo the

Alcohol Beverages butiness segment Figures for 2007 and 2006 have
been restated 1o reflect the pew business segrnent abocatons

Soft Drinks
Kirin's soft drinks business is centered on its 100% subsidiary Kirin Beverage Corporation, which is the NET SALES BY GEOGRAPHIC SEGMENT
third-largest soft drinks company in Japan.

Consclidated sales in the soft drinks business totaled ¥411.2 billion in 2007, 4.7% higher than in
the previous year. Operating income decreased 8.7% to ¥17.9 billion, representing 14.9% of Group
operating income.

Qverall sales volumes in the Japanese soft drinks industry are calculated to have increased approxi- cees sy VST
mately 4% year on year for 2007, and Kirin's sales volumes exceeded this with growth of 5% to reach a 1ioy
record level of domestic soft drink sales. Key growth categories included coffee and mineral water. woo oM e 102096

The decrease in operating income was primarily due ta higher raw material costs and change to the
sales composition by container type, which impacts profitability if sales growth takes place in products
sold in containers with higher unit costs.

Pharmaceuticals

Kirin's pharmaceuticals business was transferred to Kirin Pharma Company, Limited (*Kirin Pharma®)
with the shift 1o a halding company structure on July 1, 2007. Consolidated sales in the pharmaceu-
ticals segment totaled ¥69.9 billion in 2007, an increase of 4.0%. Operating income increased 7.9% 10

¥13.0 billion, representing 10.8% of Group operating income for the year. Top-line growth was aided S

by robust sales of core products, along with higher sales at overseas subsidiaries in China, Korea, ‘E

and Taiwan. An important new product introduced during the year was long-acting erythropoiesis 8

stimulating agent NESP injection Syringe in July, and Kirin also received regulatory approval and NHS | 82 %57 __ 574 78 KR
pricing for REGPARA, a new type of medicine for secondary hyperparathyroidism that was subseguently L 04 05 06 07 |
launched in January 2008, gﬁs‘i’aﬁfgceania ® Ozhers

In October 2007 Kirin announced the formation of a strategic alliance with Kyowa Hakko Group under

which the pharmaceuticals businesses of the two groups will be combined. Kyowa Hakko and Kirin Pharma EBITDA
each have strength in biotechnology, and with the formation on October 1, 2008 of a new company,
Kyowa Hakko Kirin, Kirin aims to develop Japan's first world-class R&D-based life sciences company,

Other Businesses
Included in this segment are foad, health foods and functional foods, seasonings, agribio, and ceriain other
businesses, Consolidated sales in the other businesses segrment totaled ¥130.5 billion, an increase of 22.4%
from the previous year. Operating income was ¥4.3 biilion, representing 3.6% of Group operating income. 213.1
The increase in sales and operating income In this segment primarily reflects the consclidation of 1935
Mercian Corporation. From 2008 cnward the scale of this segment will increase substantially with the o
consolidation of Naticnal Foods Limited, Australia’s leading dairy product and beverage company, which
hecame a 100% subsidiary of Kirin in December 2007.

1884 1901

1654

RESULTS BY GEOGRAPHIC REGION
Total net sales in Japan increased 9.8% to ¥1,130.2 billion, accounting for 80.7% of consolidated Group
sales. Operating income in Japan increased 8.6% to ¥90.3 billion.

In Asia and Oceania (excluding Japan), sales increased 18.6% to ¥208.8 billion, accounting for 14.9%
of consolidated Group sales. Operating income increased 17.5% to ¥35.8 billion.

In the others region (including the United States and Europe), sales increased 6.4% to ¥61.5 billion,
accounting for 4.4% of consolidated Group sales. Operating income increased 25.0% to ¥6.0 billion.

Consolidated Kirin Group sales overseas increased 16.8% overall to ¥282.3 billion, representing 20.2% [_ 03 - 04 - 05 - 06 07 |
of total consolidated sales.

Billions of yen
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RESULTS OF OPERATIONS BY MAJOR COMPANIES IN 2007

Kirin Group
Cperating  Crdinary consolidated
{¥ bifiion) Sales income income  Netincome netincome

Major Consolidated Subsidiaries

Kirin Beverage Corperation 4005 156 — — —
Mercian Corporation 1033 08 038 04 0.2
Lion Nathan Ltd. 190.2 454 36.2' 275 12.7
Consolidation adjustment of intangible assets 6.9) (6.9 (6.9) (3.2)
Amortization of goodwill (4.0) (4.0) 4.0} 32
Major Affiliates
San Miguel Corperation? 5932 454 389 28.7 *5.7
Equity in earnings of affiliates® *57 5.7 57
Amortization of cansalidation
difference equivalents (2.1) 2.1 2.1

*Included in Kirin's consolidated results as equity in earnings of affifiates.

Note 1. After reclassification of certain amounts of operating income and expenses into special incorne and expenses in the consoli-
dated income statements,

Noie 2: For San Miguel Corporation, which has a closing date of December 31, the figures are colculoted based on financial resuits
from Qcrober 2006 1o September 2007,

EBITDA

EBITDA (incorne before income taxes and minority interests - interest income - dividend income + inter-
est expense + amortization of goodwill + depreciation and amortization) for 2007 increased ¥22.0 billion
10 ¥213.1 hillion, due mainly to an increase in income before income taxes and minority interests.

CAPITAL INVESTMENTS

Consolidated investment during 2007 for property, plant and equipment and intangible assets increased
¥6.9 billion to ¥66.8 billion on a payment basis. Major facilities completed during the fiscal year or under
construction or consideration included: upgrading a brewery in Fukuoka, refurbishing equipment at the
Taride plant, renovating the Shiga plant, and vending machine purchases at Kirin Beverage Corporation.

RESEARCH AND DEVELOPMENT*

It is Kirin's policy to invest appropriately in research and development in pursuit of business growth
in each of its business segments. Consolidated R&D expenses for 2007 increased 1.1% to ¥28.5 billion,
representing 2.0% of consolidated net sales,

*Note: For details please refer to the R&D section on page 67.

EMPLOYEES

As of December 31, 2007, the total number of employees in the consolidated Group was 27,543,
comprising: 12,954 in the Alcohol Beverages business; 5,219 in the Soft Drinks business; 1,607 in the
Pharmaceuticals business; 7,507 in Other businesses; and 256 in administration. These employees had
an average age of 39.9 and had served with Kirin for an average of 15.2 years,

CONSOLIDATED CASH FLOWS

Net cash provided by operating activities was ¥114.5 billion, ¥9.1 billion lower than in the previous year,
Although income before income taxes and minerity interests increased by ¥16.8 billion, working capital
increased by ¥9.3 billion due to changes in items such as notes and accounts receivable, trade, inventc-
ries, notes and accounts payable, liquor taxes payable and consumptions taxes payable, corporate tax
payments increased ¥18.6 billion, and gain on sale of fixed assets increased ¥17.7 billion.

Net cash used in investing activities was ¥269.6 billion, ¥116.3 billion more than In the previous year.
Investment in fixed assets was ¥56.8 billion, ¥6. billion more than in the previous year, and prirmarily
related to capital investment in the domestic alcohol business. Investment for acquisition of marketable
and investment securities was ¥183.7 billion, ¥177.0 billion higher than in the previous year, driven mainly
by the acquisition of shares of Kyowa Hakko Kogyo Co, Ltd. and Teruma Corperation. Investment for acgui-
sition of subsidiaries was ¥77.2 billion, ¥24.6 billion less than in the previous year, and primarily related to
the acquisition of shares of National Foods Limited. The sale of fixed assets provided an inflow of ¥24.7
hillion, and the sale of marketable securities and investrment securities resulted in proceeds of ¥2.1 billion.

Net cash provided by financing activities was ¥121.5 billion, compared to net cash used in financing
of ¥50.0 biflion in the previous year. Cash inflow from borrowings for the year was ¥151.2 billion. Cash
dividends paid decreased ¥2 4 billion 1o ¥29.7 billion.

Consolidated cash and cash equivalents ("cash”) totaled ¥52.3 billion as of December 31, 2007, a
decrease of ¥34.2 billion compared to the end of the previous fiscal year. Outflows for investment
activities such as the acquisition of shares of Kyowa Hakko Kogyo Co,, Ltd. were covered by loans from
financiat institutions, cash reserves and others.

FINANCIAL POSITION

Total assets at the end of 2007 were ¥2,469.6 billion, an increase of ¥506.1 billion comparad to one year
earlier. The increase in total assets was mainly due to an increase in assets associated with the acquisition
of National Foods Limited and the acquisition of shares in Kyowa Hakko Kogyo Co, Lid.

FREE CASH FLOWS* AND
CAPITAL EXPENDITURE
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Current assets had increased ¥58.9 billion to ¥634.6 billion, due mainly to an increase in notes and
accounts receivables and an increase in inventories. Current liabilities had increased ¥442.0 billion 1o
¥B891.7 billion, due mainly 1o an increase in short-term loans and an increase in notes and accounts
payables. The current ratio was 71.2%, compared to 1280% one year earlier.

Inventories increased ¥28.8 hillion to ¥148.6 biilion. The inventory turnover rate was 13.4 times, a 23 33 23
decrease of 2.2 times. :

Total fixed assets were higher than at December 31, 2006, increasing ¥447 3 billion to ¥1,835.0 billion.
Property plant and equipment increased ¥42.3 billion to ¥635.9 billion. Intangible assets increased
¥217.3 billion to ¥386.5 billion, mainly reflecting gocdwill associated with acquisitions. Investments and
other assets increased ¥187.7 billion to ¥812.1 billion, primarily because of investments in new equity 8.2 287
affiliate Kyowa Hakko and others. Long-term liabilities increased ¥8.3 billion to ¥478.3 billion. 265 :

R&D EXPENSES AND
PERCENTAGE OF NET SALES

Percent

282 28.5

OUTLOOK FOR 2008

There is considerable uncertainty in the outlook for the global and the domestic econemy for 2008.

In the food and beverage industry, raw material costs are expected to remain high, with continuing

severe competition and pricing pressure. In the international beverages industry, consolidation is likely

1o continue. In emerging countries, the alcohol and soft drink markets are expecied to expand in line

with economic growth. Domestically, the long-term trends of declining population and diversification

of consumer tastes are likely to continue influencing the market. Further growth appears likely in the

market for products targeting health-conscious consumers. Sigaificant hikes in the cost of raw materials

may result in further price rises at the consumer level in a range of industries. (03”04 05 06 o7 |
Kirin's key strategic management issues during 2008, the second year of Kirin's 2007-2009 Medium- @ RED Expenses

term Business Plan (KV2015 Stage I, are: @ Percentage of Net Sales

Billions of yen

— Pursuing rapid post-merger integration of Mercian, Kyowa Hakko and National Foods
— Maximizing Group synergies domestically and overseas
— Optimizing Kirin’s business portfolio to match the changing business environment

ROE

2008 will be Kirin's first full year of operation under the holding company structure, and with the
consclidation of National Foods and Kyowa Hakko the Group will operate on a new scale. Reflecting the
key strategic issues outlined above, Kirin's business policies for the year include:

1. Pursuing an integrated beverages Group strategy with the aim of achieving steady growth in Kirin's

core alcohol beverages and soft drinks businesses
2. Establishing a structure for further growth in the pharmaceuticals business through the alliance /f\%i o 54

with Kyowa Hakko

Percent

3. Clearly defining the scope of Kirin's health foods and functional foods business and developing a
business strategy that harnesses Group synergies /’

4. Develaping an international business strategy to become a leading food and health campany in Asia y
and Oceania, incorporating National Foods and others 4

5. Pursuing a financial strategy aimed at maximizing corporate value

&. implementing CSR initiatives under Kirin Group’s CSR policy

In the domestic alcohol beverage business, the overriding theme is 1o develop business and product

strategies to maximize profits, Key initiatives will inciude: strengthening mainstay products with the

. . - 03 04 : 05 06 07
enhancement of core brands such as Kirin Tanrei Nama happo-shu and new genre product Kirin ~ ~
Nodogoshi Nama; expanding sales of products for health-conscious consumers with the launch of Kirin
ZERO and renewal of Tanrei Green Label; and increasing total demand. Kirin and Mercian will focus on
synergistic development and marketing of their respective RTD, shochu and wine products under the
new alliance structure. The impact of price increases to recover raw material costs that were implemented in February 2008 will be watched closely.

In overseas alcohol markets further initiatives will be undertaken to support a quantum leap in growth, including capital investments to upgrade facilities
at Lion Nathan, an expansion of activity in key Chinese regions, and consideration of potential new alliance partners outside of Japan.

In soft drinks, Kirin Beverage will focus on core brands and target a double-digit increase in domestic sales volumes. Initiatives to expand business overseas
will continue in China, Vietnam and other regions mainly in Asia and Oceania.

In pharmaceuticals, key product focuses will include increasing the market share of core EPA products NESP and ESPC, and achieving early market penetra-
tion of new product REGPARA. At the same time Kirin Pharma will develop a rabust framework to optimize synergies arising from the establishment of Kyowa
Hakka Kirin on Cctaober 1, 2008.

In other businesses, post merger integration of National Foods will be a major focus, with the aim of realizing concrete synergies and developing Kirin's
food and beverage business in Asia and Oceania. Other initiatives will be directed at developing the non-pharmaceutical elements of the business alliance
with Kyowa Hakko Group, along with further development of the overseas manufacturing operations of Kirin Food-Tech Co, Ltd.

On April 30, 2008, Kirin announced upward revisions 1o its forecasts for the fiscal year ending December 31, 2008, and is forecasting consolidated sales
for the fiscal year ending December 31, 2008 to grow 33.2% year on year to ¥2,400.0 billion, with consolidated operating income increasing 36.0% to ¥164.0
hillion. Consolidated ordinary income is forecast te increase 22.4% to ¥151.0 billion, with consolidated net income increasing 94.9% to ¥130.0 billion.

Disclaimer

Staternents in this report thot are not historical fact are forward-looking statements based on the current beliefs, estimates, and expectations of management. Various risks and uncertainties
could cause resuits 1o differ materially from these projections, These risks ond uncertainties include exchange rates, changes in domestic or overseas economic conditions, changes in consumer
behavior or competitor activity, and changes in laws, regulations or poficies in any of the countries where Kirin conducts operations. Kiricy adopts measures 1 control these and other types of
risks, but does not guarantee that such measures will be effective.
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Thousands of
Millions of yen U.S. dollars (Note 1)
ASSETS 2007 2006 2007
Current Assets
Cash (Note 19) ¥ 55,009 ¥ 89,483 $ 481,901
Notes and accounts receivable, trade 361,127 321,694 3,163618
Marketable securities (Note 13} 246 675 2,155
Inventories 148,649 119,887 1,302,225
Deferved tax assets {Note 20) 19,905 17937 174,384
Other 52,190 28,059 457,205
Allowance for doubtful accounts {2,500) {1,950 (21,901)
Total Current Asseis 634,629 575,787 5,559,605
Fixed Assets
Property, plant and equipment {Notes 3 and 4)
{Net of accumulated depreciation and accumulated lass from impairment)
Buildings and structures 203,103 164,325 1,779,264
Machinery, equipment and vehicles 197,053 170,095 1,726,263
Land (Note 23) 158558 155,866 1,389,031
Censtruction in progress 35437 33110 310442
Other 41,809 40,240 366,263
Total 635,963 593,639 5,571,292
Intangible Assets
Goodwill 258,780 96,853 2,267,017
Other 128,134 72,846 1,122,505
Totat 386,915 169,699 3,385,531
Investments and Other Assels
Investment securities {Notes 13 and 16) 712,234 ' 524,135 6,239,456
Long-term loans receivable 10,387 3,89 90,994
Deferred tax assets {Note 20) 34,583 15912 302,961
Other (Note 16) 57,838 84,454 506,684
Allowznce for doubtful accounts (2,884) (3,933) (25,265)
Total 812,160 624,460 7,114,848
Total Fixed Assets 1,835,038 1,387,798 16075672
Total Assets ¥ 2469667 ¥ 1963585 $ 21635278

The accompanying rotes are an integral part of these staternents.
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Thousands of

Millions of yen US. dollars (Note 1)
LIABILITIES 2007 2006 2007
Current Liabilities
Notes and accounts payable, trade ¥ 139255 ¥ 107610 S 1,219929
Short-term Ioans payable and long-term debt with current maturities (Note 3) 404,725 25629 3545554
Liquor taxes payable 108,260 106,429 948,401
Income taxes payable 31,958 3384 279,964
Allowance for employees bonuses 4,334 2,305 37,967
Allowance for bonuses for directors and corporate auditors 442 297 3872
Reserve for 1oss on repurchase of land 2987 — 26,167
Accrued expenses 105,216 85,991 92,734
Deposits received 17,286 24,866 151432
Other 77,293 62,691 577,117
Total Current Lizbilities 891,760 445,763 7812176
Long-term Liabilities
Bonds (Note 3) 92,831 93,830 813,236
Long-term debt (Note 3) 112,244 116,586 983,302
Deferred tax liabilities (Note 20} 88,329 71,028 773,797
Deferred tax liability due to land revaluation (Notes 20 and 23) 1,471 1471 12,886
Employees' pension and retirement benefits {Note 22) 60,188 62,153 527271
Retirement benefits for directors and corporate auditors 589 1,739 5159
Reserve for repair and maintenance of vending machines 6,387 6,863 55,952
Reserve for loss on repurchase of land — 2,987 —
Reserve for losses on guarantees —_ 548 -_
Deposits received (Note 3) 69,644 59,795 610,109
Other 46,665 38,092 408,804
Total Long-term Liabilities 478,351 470,098 4,190,547
Total Liahilities 1,370,111 919,862 12,002,724
NET ASSETS
Shareholders’ equity (Note 17)
Commoen stock
Autherized — 1,732,026,000 shares
Issued — 084,508,387 shares ¥ 102045 ¥ 102,045 $ 893,955
Canital surplus 71,353 71,114 625,081
Retained earnings 781,459 732134 6,846,246
Treasury stock, at cost
29,779,060 shares in 2007 and 29,155,714 in 2006 28170) (26,797) {246,780)
Total sharehalders’equity 926,727 878497 811850
Valuation and translation adjustments
Net unrealized holding gains on securities 124,743 122466 1,092,798
Deferred gains or losses on hedges 370 (352) 3241
Land revaiuation difference {Note 23} 4,713 4,713) (41,287)
Foreign currency translation adjustments 7683 (1,907) 67,306
Total valuation and translation adjustments 128,083 115492 1,122058
Minority interests 44,744 46,734 391,975
Total Net Assets 1,099,555 1,043,724 9,632,544
Total Liabilities and Net Assets ¥ 2469667 ¥ 1563586 $ 21635278

The accompanying notes are on integral part of these statements.
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Thousands of

Millions of yen Us. dollars (Note 1)
2007 2006 2005 2007
Sales ¥ 1,801,164 ¥ 1,665546 1,632,249 S 15778522
Less liquor taxes 400,555 402,321 367,527 3,509,023
Net sales 1,400608 1,263,625 1,234,721 12,269,850
Cost of sales 678,058 585,531 576,393 5,840,061
Gross profit 722,550 678,093 658,328 6,329,826
Selling, general and administrative expenses (Note 6) 601,942 561,735 546,619 5,273,254
Operating income 120,608 116,358 111,708 1,056,574
Non-operating income
Interest income 1571 1,484 1,058 17,266
Dividend incorne 5292 5124 3,225 46,360
Equity in eamings of affiliates 10,282 8131 8,495 90,074
Other 5,548 4,401 6,038 48,602
Total 23094 16,142 18817 202,312
Non-operating expenses
Interest expense 12618 9,736 9,231 110,538
Loss on sale and disposal of finished goods 1,544 994 1,963 17,030
Cther 5,749 3904 4,449 50,363
Total 20312 14,635 15645 177,941
Ordinary income 123,389 120,865 114381 1,080,937
Special income
Gain on sale of fixed assets 19,728 2,007 1,440 172825
Reversal of allowance for doubtful accounts 687 670 2,182 6018
Gain on sale of investment securities (Note 13) 653 7,940 1,633 5720
Gain on release from the substitutional portion of the government's
welfare pension insurance scheme — — 536 —
Gain on sale of shares of subsidiaries and affiliates 184 — 8 1611
Reversal of reserve for loss on repurchase of land — 270 — —
Reversal of reserve for losses on guarantees 62 139 — 543
Gain on transfer of real estate in trust 1,089 — — 9,540
Total 22404 11,028 5802 196,268
Special expenses
Lass on disposal of fixed assets 5,578 5,041 4,264 48,865
Loss on sale of fixed assets 564 127 605 4940
Loss an impairment {Note 7) 2,361 5755 85 20,683
Lass an devaluation of investment securities (Note 13) 230 195 1,466 2014
Loss on sale of investment securities (Note 13) 14 4 55 122
Business restructuring expense (Note 8) 3878 4492 4,258 33972
Loss on sale of shares of subsidiaries and affiliates 1,731 — 159 15,164
Expense of reserve for [osses on guarantees — — 786 —
Amortization of goodwill (Note 9) — 1,588 — —
Loss due wo change in pension and retirement benefit plans (Note 12) — 2,126 — —
Loss of equity methed investments (Note 10) 1,529 — — 16,898
General interest charge of income taxes for prior years in a foreign
subsidiary (Note 11) 1,092 — — 9,566
Total 17,380 20,332 1,682 152,255
Income before income taxes and minority interests 128,413 111,560 105,001 1,124,949
Income Laxes - current 48,800 52485 40,226 437507
Income taxes for prior years (Note 11) (201N — — (17617
Income taxes - deferred 3,554 (1,627 8722 31,134
Minority interests 11,355 7,189 8,788 99,474
Net income ¥ 66,713 ¥ 53512 51,263 S 584,432
Yen US. dolars (Note 1)
Earnings per share
Primnary ¥ 69.86 ¥ 5598 53.23 S 0.61
Diluted — — — —
Cash dividends per share applicable to the year 21.00 17.00 14.50 0.18

The accompanying notes are an integral part of these statements.
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Thousands of
Millions of yen US. dollars (Note 1)
2007 2006 2005 2007
Common stock
Murmber of shares {Thousands of shares)
Balance at beginning of year 984,508 984,508 984,508
Balance at end of year 984,508 984,508 $84,508
Amount
Balance at beginning of year ¥ 102,045 ¥ 102,045 ¥ 102045 5 863,955
Balance at end of year ¥ 102,045 Y 102,045 ¥ 102,045 5 893,955
Capital surplus
Additional paid-in capital:
Balance at beginning of vear ¥ 71,114 ¥ 70,999 ¥ 70,984 S5 622987
Increase in capital surplus
Surplus from sale of treasury stock 236 114 14 2,693
Bzlance at end of year ¥ 71,353 ¥ 71,114 ¥ 70,999 5 625,081
Retained earnings
Retained earnings at beginning of year ¥ 732134 ¥ 730226 ¥ 687905 5 6413788
Increase in retained earnings
Increase due to assets revaluation of foreign subsidiaries — — 3,081 —
Foreign currency transiation adjustments of foreign subsidiaries
and affiliates — — 864 —
Increase due to change in accounting standards of foreign
subsidiaries and affiliates — — 861 —
Increase resulting from newly consolidated subsidiaries — 562 — —
Total — 562 4,808 —
Decrease in retained earnings
Cash dividends paid (Note 18) 17,192 14,820 13,458 150,608
Bonuses paid to directors and corporate auditors — 270 248 -
{Including corporate auditors'portion of ¥16 millicn for 2006 and
¥15 million for 2005)
Decrease due te inclusion of subsidiaries in the consolidation scope — 10 42 —
Decrease due to change in accounting standards of foreign
subsidiaries (Note 18) — 6,602 — —
Decrease due to exclusion of affiliates accounted for by the
equity method 155 24404 — 1,357
Foreign currency translation adjustments of foreign subsidiaries
and affiliates (Note 18) — 6,057 - -
Total 17,347 52,167 13,749 151,966
Net income 66,713 53512 51,263 584,432
Retained earnings at end of year ¥ 781499 ¥ 732134 ¥ 730,226 $ 6,846,246
Treasury stock
Balance at beginning of year ¥ (26797) ¥ (25091) ¥ (14.456) S (234752)
Purchase of treasury stock (1,711) (1,855) (10,693) (14.989)
Sale of treasury stock 337 150 58 2952
Balance at end of year ¥ (28,170) ¥ (26,797) ¥ (25091) $  {246,780)
Net unrealized holding gains on securities
Balance at beginning of year ¥ 122466 ¥ 117,207 ¥ 52463 $ 1072851
Net changes of items 2,277 5,258 64,744 19,947
Balance at end of year ¥ 124743 ¥ 122466 ¥ 117,207 $ 1092798
Deferred gains or losses on hedges
Balance at beginning of year ¥ (352) ¥ — ¥ — 3 (3,083)
Net changes of items 723 (352) — 6,333
Balance at end of year ¥ 370 ¥ (352} ¥ — 5 3241
tand revaluation difference
Balance at beginning of year (Note 23) ¥ 4,713 ¥ 4,713) ¥ (4,713) 5 (41,287)
Balance at end of year ¥ {4,713} ¥ (4,713} ¥ (4,713) S {41,287)
Foreign currency translation adjustments
Balance at beginning of year ¥ (1,907} ¥ (1807Y ¥ (35614) 5 (16,706)
Net changes of items 9,591 16,165 17,541 84,021
Balance at end of year ¥ 7,683 ¥ (1,807} ¥  (18D73) 5 67,306
Minarity interests
Balance at beginning of year ¥ 49,734 ¥ 79,292 ¥ 78,857 ] 435,689
Net changes of items (4,990) {29.558) 435 (43,714)
Balance at end of year ¥ 44,744 ¥ 49734 ¥ 79,292 5 391,975

The accompanying notes ore on integral part of these statements.
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Thousands of
Millions of yen US. dollars (Note 1)
2007 2006 2005 2007

Cash flows from operating activities
Income before income taxes and minority interests ¥ 128413 ¥ 111,560 ¥ 109,001 S 1,124949
Adjustmenits to reconcile income before income taxes and
minority interests 1o net cash pravided by operating activities:

Depreciation and amortization 71,913 68,432 71,002 629,986
Lass on impairment 2,361 5755 85 20,683
Amortization of consolidation differences — — 3507 —
Amortization of goodwill 7,448 8,040 — 65,247
Increase (decrease) in employees' pension and retirernent benefits {1,913) (9.976} {1,258) {16,758)
Interest and dividend income {7,263) (6,609 {4,283) (63,626)
Equity in earnings of affiliates (10,282 (8,131} {8,495) {90,074
Interest expense 12,618 9736 5231 110,538
Gain on sale of fixed assets (15,728) (2.007) {1,440) {172,825
Gain on sale of marketable securities and investment securities (653) (7.240) (1,633) (5,720}
Loss on disposal and sale of fixed assets 6,143 6,169 4,870 53815
Loss on devaluation of investment securities 230 195 1,466 2014
Decrease (increase) in notes and accounts receivable, trade (3,205) 3,031 3,238 (28,077}
Decrease (increase) in inventaries (10,439 (5.198) (8.336) (91.449)
Increase {decrease) in notes and accounts payable, trade 5,076 (8,558) 4329 44 467
Increase {decrease) in liguor taxes payable (57 (1,203 (9,724) (499)
Increase (decrease) in consumption taxes payable 7,942 1,940 (4,044) 69,575
Increase {decrease) in deposits received (7.310) (7.764) (21,858) (64,038)
Other (3.377) 10,741 4,449 (29,583)
Sub-total 177,917 168,213 141,447 1558624
Interest and dividend received 10472 9,094 7.254 91,738
Interest paid (11,629 (10,704 9,114) {101.874)
Income taxes paid (62,179) 43517) (34,871) (544,678)
Net cash provided by operating activities 114,585 123.685 104,716 1003810

Cash flows from investing activities
Payment for purchases of property, plant and equipment and

intangible assets (66,873) (59.953) (62,960) {585,834)
Proceeds from sale of property, plant and equipment and

intangible assets 24,747 4,745 14,33% 216,793
Payment for purchases of marketable securities and

investment securities (183,787) (6,716} (35,409) (1,610,048}
Proceeds from sale and redemption of marketable securities and

investrment securities G,194 9,095 18,447 80,543
Payment for purchases of shares of subsidiaries (6,648) (75.585) (6,755) (58,239)
Payment for acquisition of shares of newly consolidated subsidiaries

{Note 19) {70,589) (26,253) (2,336) {618.388)
Payment of loans receivable (38,052) (896) (1,514) {333,350}
Coltection of loans receivable 38,208 1.215 2,546 334717
Proceeds from cancellation of life insurance investments 23,232 — — 203521
Other 946 1,109 6,547 8287

Net cash used in investing activities (269,621) {153,239) (66,693) (2,361,988}

Cash flows from financing activities

Increase {decrease) in short-term loans payable 310,909 (980} {287) 2,723,688
Proceeds from tong-term debt 18,139 77,684 6325 158,904
Repayment of long-term debt (177,758) (21,770 (25,151) (1,557,231}
Payment for redemption of bonds — (69,900) — —
Payment for purchase of treasury stock (1L.711) (1.855) (10,693) (14,989
Proceeds from sate of treasury stock 576 265 72 5045
Payment for purchase of treasury stock by consolidated subsidiary (27 (506} — (236)
Cash dividends paid (17,208) (14,830 (13,446) (150,749)
Cash dividends paid to minority shareholders {12,554) (17,408) (8,086) (109,978)
Other 1,189 (309) (774) 10416
Net cash provided by {used in) financing activities 121,555 (50,012 (52,041) 1,064,870
Effect of exchange rate fluctuation on cash and cash equivalents (740) 704 1,563 (6,482)
Net increase {decrease) in cash and cash equivalents (34,222) (78,862) (12,456) (299,798)
Cash and cash equivalents at beginning of year 86,588 164,800 177,257 758,545
Net increase {decrease) in cash and cash equivalents from new
consolidation/de-consolidation of subsidiaries (58) 650 - (508)
Cash and cash equivalents at end of year (Note 19} ¥ 52,307 ¥ 86,588 ¥ 164800 $ 458,230

The accompanying notes are an integrol part of these statements,
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1. BASIS OF PRESENTING CONSQLIDATED FINANCIAL STATEMENTS
The accompanying consolidated financial statements of Kirin Holdings Company, Limited (the “Company”) and its consolidated subsidiaries have been pre-
pared in accordance with the provisions set forth in the Japanese Securities and Exchange Law and its related accounting regulations, and in confermity with
accounting principles generally accepted in Japan (“lapanese GAAP™), which are different in certain respects as tc application and disclosure requirements of
International Financial Reporting Standards.

The accounts of overseas subsidiaries are based on their accounting records maintained in conformity with generally accepted accounting principles prevail-
ing in their respective countries of domicile. The accompanying consolidated financial statements have been restructured and uanslated into English from the
consolidated financial statements of the Company prepared in accordance with Japanese GAAP and filed with the appropriate Local Finance Bureau of the
Ministry of Finance as required by the Securities and Exchange Law. Some supplementary information included in the statutory Japanese language consclidated
financial statements, but not required for fair presentation, is not presented in the accompanying consalidated financial statements. As discussed in Nate 2 (19),
the consolidated statements of changes in net assets for 2005 have been prepared for the purpose of inclusicn in the consolidated financial statements although
such statements were not required to be filed with the Local Finance Bureau prior to 2006.

The translations of the Japanese yen amounts into U.S. dollars are included solely for the convenience of readers outside Japan, using the prevailing exchange
rate on December 28, 2007, which was ¥114.15 to US. $1. The convenience translations should not be construed as representations that the Japanese yen amounts
have been, could have been, or could in the future be, converted into US. dollars at this or any other rate of exchange.

Fractions less than cne million yen have been omitted. As a result, the total amounts in Japanese yen and translated U.S. dollars shown in the consolidated
financial statements and notes to the consolidated inancial statements do not necessarily agree with the sum of the individual amounts,

2. SIGNIFICANT ACCOUNTING POLICIES
(1) CONSOLIDATION
The accompanying consolidated financial statements inchude the accounts of the Company and all significant subsidiaries that are controlled through substantial
ownership of majority voting rights or through certain other means. All significant inter-company balances and transactions have been eliminated in the consolidation.
In the elimination of investments in subsidiaries, the assets and liabilities of the subsidiaries, including the portion atiributable to minority shareholders, are evaluated
using the fair value at the time when the Company acquired control of the respective subsidiaries. The number of consolidated subsidiaries was as follows:

Number of companies at year-end
2007 2006 2005

Consclidated subsidiaries 345 272 257

Changes in the scope of consolidation are as follows:

(@) In 2007, due to new establishment, 1 subsidiary of Kirin Holdings (Australia) Pty Lid, 1 subsidiiary of Kirin Agribio EC BV. and 1 subsidiary of Kirin Beverage Corporation
became consolidated subsidiaries.

(b) In 2007, due to new acquisition, National Foods Limited, Berri Limited and 44 other subsidiaries of Kirin Holdings {Australia) Pty Ltd, 2 subsidiaries of Kirin Beverage Corpora-
tion and 28 subsidiaries of Lion Nathan Ltd. became consclidated subsidiaries.

{0) In 2007, due to sale of shares, Kirin Plaza Co, Lid., Beerstyle 21 Inc. and 3 ather companies were excluded from the scope of consolidation.

(d) In 2007, due to completion of liquidation, Twyford Intermational Inc. was excluded from the consolidation scope.

{e) In 2006, due to new acquisition, Mercian Corporation and its 13 subsidiaries along with 1 subsidiary of The Coca-Cola Bottling Company of Northern New England, Inc.
became consolidated subsidiaries.

{f) In 2006, due 1o new establishment, 4 subsidiaries of Lion Nathan Ltd,, 1 subsidiary of Kirin Beverage Corporation and one cther company became consolidated subsidiaries.

{g} In 2006, due o increase in materiality, Kirin Holdings Netherlands 8. and one other company became consolidated subsidiaries.

{h} In 2006, due to sale of shares, Flowergate Co,, Ltd. and 3 other companies were excluded from the scope of consclidation.

(i) In 2008, due to merger, 2 subsidiaries of The Coca-Cola Bottling Company of Northern New England, Inc. were excluded from the consolidation scope.

(i) n2006, due to merger, 2 subsidiaries of Hematech, Inc. were excluded from the consclidation scope.

Note: Kirin Holdings Netherlands BY. changed its name from KIRIN International Finance (Netherlands) BV, as of October 27, 2008.

{Certain subsidiaries including Kirin Agribia USA, Inc. are excluded from the scope of consolidation because the effect of their sales, net income or losses, total assets and
retained earnings on the accompanying consofidated financial statements are immaterial)

Fiscal year-ends of the following consolidated subsidiaries are different from that of the Company.

2007 2006
Consolidated subsidiaries Fiscal year-end Fiscal year-end
Lion Nathan Lid. and its subsidiaries Septemnber 30 iy September 30 (i)
Twyford International Inc. September 30 0]
Japan Potato Corporation September 30 0] September 30 {i)
Kirin Agribio Co, Ltd. September 30 i September 30 (i (i)
Kirin Agribio EC BV and its subsidiaries September 30 i} September 30 (i} (iii)
Kirin Agribio Shanghai Co, Ltd. September 30 (i) Giii
KV Corporation September 30 £}
CHATEAU REYSSON October 31 1) October 31 (i
NIPPON LIQUOR LTC. March 31 {ii} March 31 {ii)

{i) The Company used the financial statements of the companies as of their fiscal year-ends and for the years then ended for consalidation.
(i) The Company used the financial statements based on preliminary statements as of its fiscal year-end for the years then ended for consclidation.
(i) Kirin Agribic Shanghai Co, Ltd. has changed its fiscal year end from December 31 to September 30.

With respect to (i), the Company made necessary adjustments for major transactions between the fiscal year-ends of the consolidated subsidiaries and fiscal
year-end of the Company.

Differences batween the acquisition costs and the underlying net equities of investments in consolidated subsidiaries are recorded as goodwill in the con-
solidated balance sheets and amortized using the straight-line method over periods mainly between fifteen and twenty years. Any irnmaterial amounts are fully
recognized as expenses as incurred.
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(2) EQUITY METHOD

Investments in significant unconsolidated subsidiaries and affiliates (principally ownership interests of 20% to 50%) are accounted for by the equity method and,
accordingly, are stated at purchase cost adjusted for equity earnings and losses belonging to the investments after elimination of unrealized inter-company profits
and losses from the date of acquisition of shares. The number of unconsolidated subsidiaries and affiliates accounted for by the equity method was as follows:

Number of companies at year-end
2007 2006 2005

Unconsolidated subsidiaries and affiliates accounted for by the equity method 22 19 16

Changes in the scope of application of the equity method are as follows:

{a) in 2007, due o new acquisition, Kyowa Hakko Kegyo Co,, Ltd, Hangzhou Qiandaohu Brewery Co, Lid. and cther 2 affiliates became affiliates accounted for by
the equity method.

{b) In 2007, due to sale of shares, 1 subsidiary of Lion Nathan Ltd,, which was a consolidated subsidiary in the year ended December 31, 20086, became an affiliate
accounted for by the equity method.

{c) In 2007, due to sale of shares, Yonekyu Corporation and one other company were excluded from the scope of application of the equity method.

{d} In 2006, due to new acquisition, 2 affiliates of Mercian Corporation became affiliates accounted for by the equity method.

{e) In 2006, due 1o new establishment, 1 affiliate of Takeda-Kirin Foods Corperaticn and 2 other affiliates became affiliates accounted for by the equity methed.

{f} In 2006, due to sale of shares, 1 subsidiary of Kirin Agribio EC, which was a consolidated subsidiary in the year ended Decemnber 31, 2005, became an affiliate
accounted for by the equity method.

(g} In 2006, due to sale of shares, Flower Season Co., Ltd. and one other company were excluded from the scope of application of the equity method.

(h} In 2006, due to exchange of shares, Kinki Coca-Cola Bottling Co, Lud. was excluded from the scope of application of the equity method.

Certain investments in unconsolidated subsidiaries including Kirin Agribio USA, Inc. and affiliates including Ciarmond Sperts Club Co, Ltd were not accounted
for by the equity method and were stated at cost because the effect of their net income or losses and retained earnings on the accompanying consclidated
financial statements are immaterial,

Where fiscal year-ends of the affiliated companies accounted for by the equity method are different from that of the Company, the Company mainly uses their
financial statements as of their fiscal year-ends and for the years then ended for applying the equity method. Where the difference between the Company's and an
affiliates’year-end fs more than & months, the Company uses their interim financial statements for the most recent accounting periods and necessary adjustments
were made for applying the equity method.

The Company had recognized equity in earnings of San Miguel Corporation based on its year-end financial statements. As the Company has made an effort to
respond to demands for expedited business performance disclosure, and in consideration of the difficulty in calculating equity in earnings of affiliztes using their
final figures, from the year ended Decernber 31, 2006, the Cormnpany has calculated equity in earings of San Miguel Corporation based on its third quarter financial
statements. As a result, the consolidated statements of income of the Company for the years ended Decernber 31, 2007 and 2006 include the financial results of
San Miguel Corporation for 12 months from October 1, 2006 to September 30, 2007 and $ months from January 1, 2006 to September 30, 2006, respectively,

(3) FOREIGN CURRENCY TRANSLATION INTO JAPANESE YEN

(a) Translation of accounts

All short-term and long-term monetary receivables and payables denominated in foreign currencies are translated into Japanese yen at the exchange rates prevail-
ing on the balance sheet date. Gains and losses resulting from the translation are recognized in the consolidated statements of income as incurred.

(b} Financial statements denominated in foreign currencies

Balance sheets of consolidated overseas subsidiaries are translated into Japanese yen at the year-end rate except for shareholders’ equity accounts, which are
translated at the historical rates. Income statements of consolidated overseas subsidiaries are translated at average rates except for transactions with the Company,
which are translated at the rates used by the Company.

(4) CASH AND CASH EQUIVALENTS
In preparing the consolidated statements of cash flows, cash on hand, readily available deposits and short-term highly liquid investments with negligible risk of
changes in value and maturities not exceeding three months at the time of purchase are considered 1o be cash and cash equivalents.

(5) MARKETABLE AND INVESTMENT SECURITIES

According to the accounting standard, the Company and consolidated subsidiaries examine the intent of holding each security and classify those securities as
{a) securities held for trading purposes, (b} debt securities intended to be held to maturity (hereafter, "held-te-maturity debt securities”), (¢) equity securities issued
by subsidiaries and affiliated companies, or (d) all other securities that are not classified in any of the above categories thereafter, “available-for-sale securities”). The
Company and consolidated subsidiaries did not have any security defined as {a) above for the years ended December 31, 2007 and 2006.

Held-to-maturity debt securities are stated at amortized cost. Equity securities issued by subsidiaries and affiliates that are not consolidated or accounted for
by the equity methoed are stated at the moving-average cost. Available-for-sale securities with fair market value are stated at fair market value as of the balance
sheet date. Unrealized gains and unrealized losses on these securities are reported, net of applicable income taxes, as a separate component of net assets. Realized
gains and Igsses on sale of such securities are computed using the moving-average method. Available-for-sale securities withaut fair market value are stated at
the moving-average cost.

If the market value of held-to-maturity debt securities, equity securities issued by unconsolidated subsidiaries and affiliated companies, or available-for-sale
securities declines significantly, such securities are restated at fair market value and the difference between fair market value and the carrying amount is recognized
as 1055 in the period of the decline.

For equity securities without fair market value, if the net asset value of the investee declines significantly, such securities are restated to net asset value with the
corresponding losses recognized in the period of decline,

In these cases, such fair market value or the net asset value will be the carrying amount of the securities at the beginning of the next year.

(6} INVENTORIES
Merchandise, finished goods and semi-finished goods are mainly stated at cost determined by the periodic average method. Raw materials, containers and supplies
are mainly stated at cost determined by the moving-average method. Construction in process is stated at cost determined by the specific identification method.
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(7) ALLOWANCE FOR DOUBTFUL ACCOUNTS
The Company and consolidated subsidiaries provide allowance for doubtful accounts in an amount sufficient to cover probable losses on collection. [t consists of the
estimated uncallectible amount with respect to certain identified doubtful receivables and an amount calculated using the actual percentage of collection losses.

(8) PROPERTY, PLANT AND EQUIPMENT, AND DEPRECIATION

Property, plant and equipment are stated at cost net of accumulated depreciaticn and accumulated loss from impairment. Depreciation for the Company and
consolidated domestic subsidiaries is calculated using the declining-balance method except for buildings (excluding building fixtures) acquired on or after April 1,
1998, which are depreciated using the straight-line methed. Depreciation for several consolidated subsidiaries is caiculated using the straight-line methad.

(9) INTANGIBLE ASSETS
The Company and consolidated domestic subsidiaries amortize Intangible assets using the straight-line method. Consolidated overseas subsidiaries mainly adopt
the straight-line methed over 20 years.

{10) IMPAIRMENT OF FIXED ASSETS
Effective from the year ended December 31, 2004, the Company adopted the new accounting standard for impairment of fixed assets (*Opinion Concerning
Establishment of Accounting Standard for Impairment of Fixed Assets®issued by the Business Accounting Deliberation Council on August 9, 2002) and *Implemen-
tation Guidance for the Accounting Standard for Impairment of Fixed Assets” {the Financial Accounting Standard Implementation Guidance No. 6 issued by the
Accounting Standards Board of Japan on October 31, 2003} with early adoption permitted from the year ended March 31, 2004 or thereafter.
As a result, income before income taxes and minority interests decreased by ¥2,361 million (520,683 thousand), ¥5,755 million and ¥85 million for the years
ended December 31, 2007, 2006 and 2005 respectively, compared with what would have been reported if the new accounting standard had not been adopted.
Accumulated loss from impairment is deducted directly from the acquisition costs of the related assets in accordance with the revised disclosure requirements.

{117 ALLOWANCE FOR EMPLOYEES BONUSES
The Company and consolidated subsidiaries provide allowance for employees bonuses based on the estimated amounts of payment.

{Additional information)

From the second half of the year ended December 31, 2007, the Company and several subssidiaries provided allowance for benuses based on revised rules, since
the Company and several subsidiaries revised rules for payment of employees’ bonuses including the partial intraduction of performance-linked bonuses, which
caused a partial difference between the period subject to the payment of bonuses and the timing of such payment. The effect of this change was to decrease
operating income, ordinary income and income before income taxes and minarity interests by ¥1,708 million (314,962 thousand) respectively, The effect of this
change on segment information is explained in Note 12 *SEGMENT INFORMATION!

The Companty has provided allowance for bonuses effective from the year ended December 31, 2006, since the Company revised rules for payment of employ-
ees’bonuses for the year ended December 31, 2006, including the partial introduction of performance-linked bonuses, which caused a partia! difference between
the period subject to the payment of bonuses and the timing of such payment. The effect of this change was to decrease operating income, ordinary income
and income before income taxes and minority interests by ¥1,560 million respectively. The effect of this change on segment information is explained in Note
12 “SEGMENT INFORMATION” As the Company records allowance for employees’ bonuses, allowance for employees’ bonuses at some subsidiaries, which had
previously been included in “Other” of Current Liabilities, and which amounted to ¥663 million for the year ended December 31, 2005, Is presented in"Allowance
for employees’ bonuses” from the year ended December 31, 2006.

(12) ALLOWANCE FOR BONUSES FOR DIRECTORS AND CORPORATE AUDITORS
The Company and consolidated subsidiaries provide allowance for bonuses for directors and corporate auditors based an the estimated amaunts of payment.

{13) EMPLOYEES' PENSION AND RETIREMENT BENEFITS

The Company and consolidated subsidiaries provide allowance for employees’ pension and retirement benefits at the balance sheet date based on the estimated
amounts of projected benefit obligation and the fair value of the plan assets at the end of the fiscal year. Prior service cost is amortized by the straight-line method
over mainly 13 to 15 years for the year ended Decemnber 31, 2007 and mainly 15 years for the years ended Cecember 31, 2006 and 2005. Actuarial differences are
amortized by the straight-line method over the average estimated service period, which is mainly 13 to 15 years for the year ended December 31, 2007 and mainly
15 years for the years ended December 31, 2006 and 2005, beginning from the following fiscal year.

(Return of substitutional portion of Welfare Pension Insurance for the year ended December 31, 2005}
Based on the enforcement of the Defined Benefit Corparate Pension Law, Kirin Brewery Employees' Pensicn Fund, established by the Company, received approval
from the Minister of Health, Labor and Welfare on November 1, 2004, for an exemption from the obligation of paying benefits for employees’ prior services relating
to the substitutional portion of the Welfare Pension Insurance Scheme. With the transfer of the minimum actuarial fiability to the Government on September
8, 2005, the Company completed the procedures for transfer of the substitutional portion of its employees’ pension fund plan. The effect on net income of this
transfer was immaterial.

Gain on release from the substitutional portion of the government's welfare pension insurance scheme of ¥536 million was recognized at 1 consolidated
subsidiary in accordance with the receipt of approval from the Minister of Health, Labor and Welfare for an exemption fram the obligation of paying benefits for
employees’ prior services relating to the substitutional portion of the Welfare Pension Insurance Scheme.

{Change in accounting standard for employees’ pension and retirement benefits)

Effective from the year ended December 31, 2005, the Company adopted new accounting standard for employees’ pension and retirement benefits and related
guidance {Accounting Standards Board Staterment No. 3, "Partial Revision of Accounting Standard for Retirement Benefits” and Financial Accounting Standard
Implementation Guidance No. 7, implementation Guidance for Partial Revision of Accounting Standard for Retirernent Benefits’, issued by the Accounting Stan-
dards Board of Japan on March 16, 2005).
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(¥4) RETIREMENT BENEFITS FOR DIRECTORS AND CORPORATE AUDITORS
Pravision for retirernent benefits for directors and corporate auditors represents 100% of such retirement benefit abligations as of the balance sheet date calculated
in accordance with policies of the Company and consolidated subsidiaries.

(Additional Information)
For the year ended December 31, 2007, the Company and some consolidated subsidiaries resclved to abolish the retirement benefit system for directors and cor-
porate auditors. Accordingly, an amaunt equivalent to accrued retirement benefits due to the abolition of the system is recorded as "Other” long-term liabilities.

{15) RESERVE FOR REPAIR AND MAINTENANCE OF VENDING MACHINES

Kirin Beverage Corporation and consolidated subsidiaries provide reserve for repair and maintenance of vending machines by estimating the necessary repair
and maintenance cost in the future, allocating the costs over a five-year period. The actual expenditure was deducted from the balance of the reserve on the
consolidated balance sheets.

(16) RESERVE FOR LOSS ON REPURCHASE OF LAND

The Company provides a reserve at an amount deemed necessary to cover the possible loss on repurchase of land, which was sold to the Organization for Promot-
ing Urban Development (the “Organization”) in September 1998 with the right for the Organization 1o sel! back the land to the Company on certain conditions. This
reserve has been provided because, given the decline in the market value of the land, it is deemed prabable that the Organization will exercise its right.

{17) RESERVE FOR LOSSES ON GUARANTEES
For the year ended December 21, 2006, the Company provides the reserve for the probable losses on guarantees of liabilities based on the financial position and
other conditions of each company receiving such guarantees.

{18) ACCOUNTING STANDARD FOR PRESENTATION OF NET ASSETS IN THE BALANCE SHEET

Effective from the year ended December 31, 2006, the Company and its consolidated subsidiaries adopted new accounting standards, "Accounting Standard for
Presentation of Net Assets in the Balance Sheet” (Statement No. 5 issued by the Accounting Standards Board of Japan on December §, 2005), and the implementa-
tion guidance for the accounting standard for presentation of net assets in the balance sheet (the Financial Accounting Standard Implementation Guidance No. 8
issued by the Accounting Standards Board of Japan on December 9, 2005), {collectively, the *New Accounting Standards”).

Under the New Accounting Standards, the balance sheet comprises assets, liabilities and net assets sections. Previously, the balance sheet comprised assets,
liabilities, minority interests and shareholders’ equity sections.

The net assets section comprises four subsections, namely: shareholders' equity; accumulated gains (losses) from valuation and translation adjustments; sub-
scription rights to shares; and minority interests, as applicable.

The net assets section includes items which were not included in the previously presented shareholders’ equity section. The accumulated gains (losses) from
valuation and translation adjustments section includes unrealized gains (losses} on hedging derivatives, net of taxes. Prior to 2006, unrealized gains (losses) on
hedging derivatives were included in assets or lizbilities and related income tax effects were not considered.

Minority interests were presented between non-current liabiiities and the previously presented shareholders' equity.

The previously presented shareholders’ equity and certain other balance sheet items for 2005 have been restated to conform to the 2006 presentation. As a
result, minority interests amounting to ¥79,292 million are included in the net assets section as of December 31, 2005.

if the New Accounting Standards had not been adopted and the previous presentation methad for the shareholders’equity had been applied, the shareholders’
equity at December 31, 2005 and 2006, which comprised common stock, capital surplus, retained earnings, fand revaluation difference, net unrealized holding
gains on securities, foreign currency translation adjustments and treasury stock, would have been ¥972,601 million and ¥994,342 million, respectively.

(19) ACCOUNTING STANDARD FOR STATEMENT OF CHANGES IN NET ASSETS

Effective from the year ended December 31, 2006, the Company and its consolidated subsidiaries adopted new accounting standards, "Accounting Standard
for Statement of Changes in Net Assets” (Statement No. 6 issued by the Accounting Standards Board of Japan on December 27, 2005), and the implementation
guidance for the accounting standard for statement of changes in net assets {the Financial Accounting Standard Implementation Guidance No. 9 issued by the
Accounting Standards Beoard of Japan on December 27, 2003), (callectively, the “New Accounting Standards”). Previously, consolidated siatements of shareholders’
equity were prepared for purposes of Inclusion in the consolidated financial statements, although such statements were not required in Japan.

Based on the reciassification of the previously presented sharehelders' equity and certain other balance sheet items for 2005 as discussed in Note 2 (18), the
consolidated statement of changes in net assets for 2005 have been prepared in accordance with the New Accounting Standards. As a result, minority interest of
¥79,292 million, which were not inciuded in the 2005 consclidated statement of shareholders’equity, are now presented in the consolidated staternent of changes
in net assets.

{20) RESEARCH AND DEVELOPMENT EXPENSES

Research and development expenses for the improvement of existing praducts or the development of new products, including basic research and fundamental
development costs, are recognized in the consolidated statements of income in the year when incurred. The total amount of research and development expenses,
included in cost of sales and selling, general and administrative expenses, was ¥28,595 million ($250,503 thousand), ¥28,262 million and ¥28,745 million respec-
tively in 2007, 2006 and 2005.

(21) LIQUOR TAXES
The amounts of liguor taxes stated in the consalidated statements of income represent the liquor taxes on the sale of liquor preducts in Japan.

(22) INCOME TAXES

Deferred tax accounting is adopted in accordance with the Japanese accounting standards. The asset and liability approach is used to recognize deferred tax assets
and liabilities for the expected future tax consequences of temporary differences between the carrying amounts of assets and liabilities for financial reporting
purposes and the amounts used for income tax preparation pUrpEses.
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(23) CONSUMPTION TAXES
Consumption taxes are excluded from the revenue and expense accounts which are subject 1o such taxes.

(24) BONUSES TO DIRECTORS AND CORPORATE AUDITORS
The company and consalidated subsidiaries recognize directors'and corporate auditors’banuses as expenses when incurred,

{Change in accounting standard for directors’ bonus)
Effective from the year ended December 31, 2006, the Company adopted Accounting Standards Board Staterment No. 4 "Accounting Standard for Directors’ Bonus™
issued by the Accounting Standards Board of Japan on November 28, 2005, The effect on net income of the adoption of this new accounting standard is not material.

{25} LEASES
Finance leases, except for thase leases under which the ownership of the leased assets is considered to be transferred to the lessee, are accounted for in the same
manner as operating leases. Consolidated overseas subsidiaries mainly capitalize finance leases.

{26) DERIVATIVE AND HEDGE ACCOUNTING
The accounting standard for financial Instruments requires companies ta state derivative financial instruments at fair value and to recognize changes in the fair
value as gains and losses unless derivative financial instruments gre used for hedging purposes.

If derivative financial instruments are used as hedges and meet certain hedging criteria, the Company and consolidated subsidiaries defer recognition of gains
and losses resulting from changes in fair value of derivative financial instruments until the related losses and gains on the hedged items are recognized.

For the year ended December 31, 2006, interest rate swap transactions and hedging transactions between consolidated companies were evaluated using fair
market value. The valuation difference was recorded as income or loss.

If forward foreign exchange contracts are used as hedges and meet certain hedging criteria, forward foreign exchange contracts and hedged items are
accounted for in the following manner:

1.1f a forward foreign exchange contract is executed to hedge an existing foreign currency receivable or payable,

{a) the difference, if any, between the amount in Japanese yen of the hedged foreign currency receivable or payable translated using the spot rate at the inception
date of the contract and the book value of the receivable or payable is recognized in the consolidated statements of income in the period which includes the
inception date, and

(b} the discount or premium on the contract {that is, the difference between the Japanese yen amount of the contract translated using the contracted forward rate
and that translated using the spot rate at the Inception date of the contract) is recognized over the term of the contract.

2.1f aforward foreign exchange contract is executed to hedge a future transaction denominated in a foreign currency, the future transaction will be recorded
using the contracted forward rate, and no gains or losses on the forward foreign exchange contract are recognized.
If interest rate swap contracts are used as hedges and meet certain hedging criteria, the net amount to be paid or received under the interest rate swap contract
is added to or deducted from the interest on the assets or liabilities for which the swap contract was executed.

Interest rate swaps that hedge transactions between consclidated companies are stated at fair value and the changes in the fair value are recognized as income
or loss for the current fiscal year.

Hedging instruments and hedged items
The following summarizes hedging derivative financial Instruments used by the Company and consolidated subsidiaries and the items hedged:

Hedging instruments Hedged items

Forward foreign exchange contracts, currency swap contracts, etc. Receivables and payables in foreign currency, future transactions in foreign currency
Interest rate swap COntracts, etc, Interests on loans receivable and loans payable

Commedity swap contracts, etc. Commedity prices

The Company and consolidated subsidiaries use derivative financial instruments mainly for the purpese of mitigating () fluctuation risk of foreign currency
exchange rates with respect to receivables and payables in foreign currency and future transactions in foreign currency, (i) fluctuation risk of interest rates with
respect to loans receivable and loans payable, and (i} fluctuaticn risk of commaodity prices of raw materials and others.

The Company and consclidated subsidiaries evaluate hedging effectiveness semi-annually by comparing the cumulative changes in cash flows fram or the
changes in fair value of hedged items with the corresponding changes in the hedging derivative instrumens.

(27) FINANCIAL INSTRUMENTS

Effactive from the year ended December 31, 2006, the Company adopted Accounting Standard Board Statement No. 10, *Accounting Standards for Financial
Instruments” revised on August 11, 2006 and JICPA Accounting Committee report No. 14, "Practical Guidance for Accounting for Financial Instruments” revised on
October 20, 2006. As a result, when the arnount of income concerning monetary debt differs from the amount of debt, menetary debt is stated at amortized cost.
As the difference between the amount calculated based on amertized cost and the amount of debt, which amounted to ¥2,384 million at the end of the year
ended December 31, 2006, was previously included in*Other”of Investment and Other Assets, due to the adoption of the above-mentioned change, both amounts
are offset. For the year ended December 31, 2006, ¥9,399 million, which was the amount received relating to construction stated at amortized cost, was included
in*“Cther”of Long-term Liabilities. This revision of accounting standard has ne effect on profit and loss.

(28) RECLASSIFICATION AND RESTATEMENT

Certain ptior y2ar amounts have been reclassified to conform to the current year presentation, Also, as described in Notes 2 (18) and 2 (19}, previously presented

shareholders' equity and certain other balance sheet items for 2005 and the consolidated statement of shareholders’ equity for 2005, which was voluntarily prepared

for the purpose of inclusion in the 2005 consolidated financial statements, have been restated to conform to the new accounting standards adopted in 2006.
These reclassifications and restatement had no impact on previously reported results of operations.
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{29) CHANGE OF DEPRECIATION OF FIXED ASSETS

Due to the revision of the Corporation Tax Law, for the year ended December 31, 2007 the method of depreciation of property, plant and equipment acquired
on or after April i, 2007 has been changed to the methed based on the revised Corporation Tax Law. However, the Company and some consolidated companies
have changed the method for the items acquired on or after July 1, 2007. The effect on net income of this change is immaterial. The change of the method was
conducted in the second half of the fiscal year, since the application system update was completed at that time. Hence the previous accounting method was
appfied for the interim pericd of the fiscal year. The effect on net income of this change was not material.

3. SHORT-TERM LOANS PAYABLE, LONG-TERM DEBT, BONDS AND OTHER LONG-TERM LIABILITIES

Short-term loans payable outstanding at Cecember 31, 2007 and 2006 consisied of the following:

December 31, Decemnber 31,
2007 2006 2007
Thousands of U5, dollars
Millions of yen (Note 1)
Unsecured ¥ 321,126 ' ¥ 10,472 § 2813193
Secured 431 254 3,775
Total short-term loans payable ¥ 321557 ' ¥ 10726 § 2816968

Average annual interest rates on outstanding shart-term loans payable for the years ended December 31, 2007 and 2006 were 1.44% and 0.87% respectively.

Long-term debt and bonds at December 31, 2007 and 2006 consisted of the following:

December 31, December 31,
2007 2006 2007
Thousands of U.S. dollars
Milligns of yen {Note 1}
Loans principally frarm banks and insurance companies, maturing serially from
2007 to 2016 with average annual interest rates of 7.18% for current portion
and 5.52% for non-current portion ¥ 190812 ¥ 131489 $ 1,671,590
865% U.S. dollar private placerment bonds issued by foreign subsidiaries,
due in 2008-2012 22,993 23,540 201427
4.53% U.S. dollar private placernent bonds issued by foreign subsidiaries,
due in 2015 22,940 23512 200963
3.76% U.S. dollar private placement bonds issued by foreign subsidiaries,
duein 2010 11,495 11,778 100,700
1.20% coupon debentures in yen, due in 2009 40,000 40,000 350416
Less current maturities ) (78,568) ) (14,902) {688,287)
Total long-term debt and bonds ] ¥ 209674 ¥ 25417 $ 1836828

The above balances of loans include secured loans of ¥18,065 million ($158,256 thousand) and ¥11,982 million for 2007 and 2006, respectively.

Gther interest-bearing debt at December 31, 2007 and 2006 consisted of the following:

December 31, December 31,
2007 2006 2007
Thousands of U.S. dollars
Millions of yen {Note 1)
Finance lease obligation — current (at an average interest rate of 6.28%) ¥ 246 ' ¥ 17 S 2,155
Finance lease obligation — nen-current {at an average interest rate of 6.19%
maturing serially between 2008-2028) 2,459 131 21,541
Depasits received frorm customers {at an average interest rate of 1.24%) ) 61,365 61,568 537,582

Deposits received on the accompanying consalidated balance sheets include non-interest-bearing deposits.
The above balance of deposits received includes a secured portion of ¥3,408 million (529,855 thousand) and ¥3,408 million for 2007 and 2006, respectively.

The aggregate annual maturities of long-term debt, bonds and finance lease abligation at December 31, 2007 were as follows.

Amount
Thousands of US. dollars

Year ending Decernber 31, Millions of yen {Note 1)

2008 ¥ 84,068 5 736,469
2009 23,998 210,232
2010 54,152 474,393
2011 and thereafter 49,908 437,214
Total ¥ 212128 S 1,858,326

Depaosits received are not included in the above schedule of annual maturities, as there is no fixed maturity period for these depasits.
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As of December 31, 2007 and 2006, assets pledged as collateral for the above secured liabilities were as follows:

December 31, December 31,
2007 2006 2007
Thousands of US. doltars
Millions of yen {Note 1)
Cash ¥ 10 ¥ 10 S 87
Notes and accounts receivable, trade 31,807 20,400 278,642
Property, plant and equipment 5444 3078 47,691
Other 0 32 0
Total ¥ 37,262 ¥ 23521 $ 326430

In addition 1o the above, deposits received relating to construction were recognized at the discounted present value of ¥9,587 million ($83,985 thousand), in
accordance with the accounting standard for financial instrurnents.

4, PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment are stated at costs net of accurmulated depreciation and accumulated loss from impairment in the consolidated balance sheets,
and are summarized as follows;

December 31, December 31,
2007 2006 2007
Thousands of U.5. dollars

Millions of yen {Note 1)
Buildings and structures ¥ 496623 ¥ 482339 S 4350617
Machinery, equipment and vehicles 733439 673,114 6,425,221
Land 158,558 155,866 1,389,031
Construction in progress 35437 33110 310,442
Other 154,783 153,165 1,355,961
Total 1,578,842 1,497,567 13,831,300
Accumulated depreciation (942,880) (903,957 (8,260,008)
Net of property, plant and equipment ¥ 635963 ¥ 593639 $ 5571292

5. CONTINGENT LIABILITIES
The Company and consolidated subsidiaries were contingently liable as guarantors of loan obligations of unconsolidated subsidiaries, affiliates, employees and
others for the amount of ¥13,511 million ($118,361 thousand) as of December 31, 2007.

6. SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
Major elements of selling, general and administrative expenses for the years ended December 31, 2007, 2006 and 2005 were as follows:

Year ended Decernber 31, Year ended December 31,
2007 2006 2005 2007
Thousands of
Millions of yen U.S. dollars {Note 1)
Sales promotion ¥ 181475 ¥ 176,389 ¥ 168918 5 1,589,794
Freight 56,965 53010 50517 493036
Advertising 69,075 66,684 64,104 605,124
Employees pension and retirerment benefit expenses 9,600 8573 8,638 84,099
Sataries and wages of employees 103,494 94,588 92,317 906,649
Research and development expenses 28,595 28,292 28,726 250,503
Depreciation 25,353 24,856 24,033 222,102

7.LOSS ON IMPAIRMENT
The Company and consolidated subsidiaries classified fixed assets into groups by the respective type of business (alcohol beverages, soft drinks, pharmaceuticals,
and others), which are the units making investment decisions.

For fixed assets in the real estate business included in others, the restaurant business and idle properties along with individual properties or stores are consid-
ered 10 constitute a group. Headquarters and welfare facilities are classified as corporate assets because they do not generate cash flows independent of other
assets or group of assets,

Carrying amounts of certain assets used for business were not recovered by estimated future cash flows, and their carrying amounts were devalued to their
recoverable amounts. Carrying amounts of idle properties were devalued to their recoverable amounts, owing to substantial decline in their fair market value.

During the fiscal year ended December 31, 2007, the Company and consolidated subsidiaries recognized loss on impairment on the following group of assets.

Use Location Type of assets

Asset used for business (Restaurant business} Shinjuku-ku, Tokyo Buildings and structures, machinery, equipment and vehicles, and others

Idle properties Guangdong Province, Buildings and structures, machinery, equipment and vehicles, and others
China and 2 others

As a result, the Company recognized a loss on impairment, recorded under special expenses, comprising ¥846 million {57411 thousand) for buildings and
structures, ¥808 million (57,078 thousand) far machinery, equipment and vehicles and ¥15 million (5131 thousand) for other items.

The recoverable amount of each group of assets is the higher of net selling price (fair value less costs to sell) or value in use calculated by discounting future
cash flows at an interest rate of 5.0%.
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For the Australian subsidiaries, a deterioration of investment efficiency led to a lowering of the recaverable amounts. This loss on impairment of ¥690 million
($6,044 thousand) was recognized on goodwill in accordance with Australian accounting standards.
During the fiscal year ended December 31, 2006, the Company and cansolidated subsidiaries recognized loss on impairment on the following group of assets.

Use Location Type of assets

Asset used for business {Foods business) Sayama, Saitama and 1 other Machinery, equiprment and vehicles

Idle properties Kobe, Hyogo and 3 others Buildings and structures, machinery, equipment and vehicles, and others
Assets used for business (Restaurant business) Meguro-ku, Tokyo Buildings and structures, and other

As a result, the Company recognized a loss on impairment, recorded under special expenses, comprising ¥1,785 million for machinery, equipment and vehicles,
¥1,002 million for buildings and structures, and ¥54 million for others.

The recoverable amount of each group of assets is the higher of net selling price (fair value less costs to sell) or value in use calculated by discounting future
cash flows at an Interest rate of 5.0%.

For the US. subsidiary, as its recent operating results were below the business plan, impairment loss of ¥2,912 million was recognized on intangible assets and
other {trade mark in accordance with USGAAP).

8. BUSINESS RESTRUCTURING EXPENSE

For the year ended December 31,2007, business restructuring expense comprised a premium on retirement benefits amounting to ¥28 million (5245 thousand) resulting
from early retirement at one consolidated subsidiary, revaluation of certain fixed assets amounting to ¥1,634 million (514,314 thousand) due to improvement of factory
preduction efficiency, and loss on disposal of fixed assets and others amounting to ¥2,214 million ($19.395 thousand) at one foreign subsidiary.

For the year ended December 31, 2006, business restructuring expense comprised a premium on retirement benefits amounting to ¥584 million resulting from
early retirernent at one consolidated subsidiary, loss on revaluation of certain fixed assets amounting to ¥i,858 million due to improvement of factory production
efficiency, and logistics structure upgrading costs amounting to ¥2,049 million at one foreign subsidiary.

9. AMORTIZATION QF GOODWILL

For the year ended Decermber 31, 2006, the Company fully amortized goodwill as an expense as incurred, in accordance with paragraph 32 (1) of JICPA Accounting
Commitiee report No. 7 *Practical Guidance for Consolidation Procedures Related to Equity Accounts in Consolidated Financial Statements”

10. LOSS OF EQUITY METHOD INVESTMENTS

For the year ended December 31, 2007, the Company fully amortized goodwill related to affiliates as expenses as incurred in accordance with the proviso in para-
graph 9 of JICPA Accounting Committee report No. 9, *Practical Guidance for Accounting of Equity Method”and paragraph 32 (1) of JICPA Accounting Committee
report No. 7, “Practical Guidance for Consciidation Procedures Related to Equity Accounts in Consolidated Financial Statements”

11. GENERAL INTEREST CHARGE OF INCOME TAXES FOR PRIOR YEARS IN A FOREIGN SUBSIDIARY, INCOME TAXES FOR PRIOR YEARS

During the year ended December 31, 2007, a deduction amount was fixed concerning the writing off of 3 bad debt that became a point of contention between
a certain overseas consolidated subsidiary and its local tax authority. An amount equivalent to the interest charge corresponding to the tax due is recorded as
“General interest charge of income taxes for pricr years in a foreign subsidiary” and the refunded portion of income taxes payable recorded in the previous year is
recorded as “income taxes for prior years”,

12.LOSS DUETO CHANGE IN PENSION AND RETIREMENT BENEFIT PLANS

For the year ended December 31, 2006, a loss was incurred due to the Company's partial pension plan transfer from a lump-sum severance payment plan 1o a
defined contribution pension plan.

13. INFORMATION ON SECURITIES

The following tables surmmarize acquisition costs, book value and fair value of securities with fair market value.
(a) Held-to-maturity debt securities with fair market value

December 31, 2007 December 31, 2007
Book value Fair market value Difference Book value Fair market value Difference
Millions of yen Thousands of U.S. dollars {(Note 1)
1. Securities with fair market value
axceeding book value
Governmental/municipal bonds ¥ 379 ¥ 383 ¥ 3 $ 3320 ) 3355 $ 26
Corporate bonds — — — — — —_
Other — — — — — —
Sub-toral 379 383 3 3,320 3,355 25
2. Securities with fair market value
net exceeding book value
Governmental/municipal bonds 409 408 (3 3,583 3574 8)
Corporate bonds —_ — — — — —_
Gther — — — — — —
Sub-taial 409 408 (1 3,583 3,574 8}
Total ¥ 789 ¥ 79 ¥ 2 $ 6911 $ 6,929 5 17
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December 31, 2006

Book value Fair market value Difference
Millions of yen
1. Securities with fair market value exceeding book value
Governmental/municipal bonds ¥ 279 ¥ 280 ¥ 0
Corporate bonds 200 200 0
Other — - —
Sub-total 479 480 a
2. Securities with fair market value not exceading hocok value
Governmental/municipal bonds 609 604 &)
Corporate bonds — — —_
Other —_ — —
Sub-total 609 604 (5)
Total ¥ 1,089 ¥ 1,085 ¥ (4)

(b} Available-for-sale securities with fair market value

December 31, 2007

December 31, 2007

Acquisition cost Book value Difference Acquisition cost Book value Difference
Millions of yen Thousands of US. dellars (Note 1)
1. Securities with book value exceeding
acquisition cost
Equity securities ¥ 146652 ¥ 366427 ¥ 219774 $ 1,284,730 $ 3,210,048 $ 1,925,308
Bonds
Governmental/municipal bonds — —_ — — — —
Corperate bonds — — — — — —
Other — -— — — - —
Other 15 28 13 13 245 113
Sub-total 146,668 366,455 219,787 1,284,870 3,210,293 1,925,422
2. Securities with book value not exceeding
acquisition cost
Equity securities 12,671 9,790 (2.880) 111,003 85,764 (25,229)
Bonds
Governmental/municipal bonds — — — — — —
Corporate bonds — — — — — —
Other — — — — — -
Other — — — — — o
Sub-total 12,671 8,790 (2,880) 111,003 85,764 (25,229)
Total ¥ 159339 ¥ 376246 ¥ 216906 $ 1,395,873 $ 3,296,066 $ 1500183
December 31, 2006
Acquisition cost Book value Difference
Millions of yen
1. Securities with book value exceeding acquisition cost
Equity securities ¥ 137327 ¥ 353068 ¥ 215,740
Bonds
Governmental/municipal bonds — — —
Corporate bonds — — —
Cther —_ —_ —_
Other 15 33 17
Sub-total 137,343 353,100 215,758
2. Securities with book value not exceeding acquisition cost
Equity securities 12,166 10,480 1,686)
Bonds
Governmental/municipal bonds — - —_
Corporate bonds —_ —_ —_
QOther — - —_
Other 175 175 —_
Sub-total 12,342 10,656 (1.686)
Total ¥ 140685 ¥ 363757 ¥ 214071
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(<) Total sale of available-for-sale securities

Year ended December 31, Year ended December 31,
2007 306 2007
Thousands of U.S. dollars
Millions of yen (Note 1)
Amount sold ¥ 1,708 ¥ 9,158 5 14,962
Total gain on sale 653 7,940 5720
Total loss on sale 14 4 122
(d) Book value of major securities not measured at fair market value
Year ended December 31, Year ended December 31,
2007 2006 2007
Thousands of U.S. dollars
Millions of yen {Note 1)
Available-for-sale securities
Unlisted equity securities ¥ 17,138 ¥ 17,350 $ 150,135
Other 240 261 2,102
Total Y 17379 ¥ 17611 S 152247

(e) Redempticn schedule
The redemption schedule of available-for-sale securities with maturities and held-te-maturity debt securities as of December 31, 2007 Is as foliows:

Due within [ROE 510 Over 10 Due within it05 51010 Over 10
1 year years years years 1 year years years years
Millions of yen Thousands of U.S. dollars (Note 1)

1.Bonds
Governmental/municipal bonds ¥ 209 ¥ 580 — — $1,830 $ 5,081 — —
Corporate bonds — — — — — — — —
Other — — — — — — —_ —
2. Other — — — — — — — —
Total ¥ 209 ¥ 580 — — $1,830 $ 5081 — —

The redemption schedule of available-for-sale securities with maturities and held-to-maturity debt securities as of December 31, 2006 is as follows:

Due within 1 year 110 5 years 5to 10 years Over 10 years
Millions of yen

1. Bonds
Governmental/municipal bonds ¥ 299 ¥ 589 — —
Corporate bonds 200 —_ —_ —
Other — — —
2. Other — — —
Total ¥ 499 ¥ 589 — —

(f) Impairment loss on investment securities

impairment losses of ¥230 million (52,014 thousand) and ¥195 million were recognized in the consolidated statemenits of income as “Loss on devaluation of
investment securities’, for available-for-sale securities for the years ended Decemnber 31, 2007 and 20086, respectively. Where the fair market value of available-
for-sale securities has declined by more than 30% from their acquisition costs, the value of those securities is considered to have “substantially declined” and the
impairment losses are recognized in the consolidated statements of income on those securities, unless the value is considered recoverable. For available-for-sale
securities without fair market value, when the substantive value of those securities has declined by maore than 50% from their acquisition costs, the value of those
securities is considerad tq have “substantially declined” and the impairment losses are recognized in the consclidated statements of income on those securities,
except for cases where the recoverability of the value of those securities in the future s supported by reasonable grounds.
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14. SEGMENT INFORMATION
(a) Business segment information

Year ended December 31, 2007

Alcohol Soft Pharma- Eliminations
Beverages Drinks ceuticals Others Total or Corporate  Consolidated
Millions of yen
1. Sales and operating incormne:
Sales
Unaffiliated customers ¥1,189478 ¥ 411254 ¥ 69909 ¥ 130,522 ¥1801,164 ¥ — ¥ 1,801,164
Less liquor taxes 400,555 —_ — - 400,555 — 400,555
Net sales 788922 411,254 69,900 130522 1,400,608 — 1,400,608
Inter-segment 35798 63 — 25419 60,980 (60.980) —
Total sales 824,720 411,317 69,909 155641 1,461,589 {60,980) 1,400,608
Operating expenses 728,157 393324 56,907 151,274 1,329,664 (49,664) 1,280,000
Operating income ¥ 96563 ¥ 17992 ¥ 13001 ¥ 4366 ¥ 131,924 ¥ (11316} ¥ 120608
2. Assets, depreciation, loss on impairment and
capital expenditures:
Assets ¥1,122086 ¥ 308010 ¥ 134,545 ¥ 427,198 ¥1,991,840 ¥ 477827 ¥ 2469667
Depreciation and amortization 47,151 16,185 3817 5.836 72990 879 73,870
Loss on impairment 2,011 6 — 343 2,361 — 2,361
Capitzl expenditures 43,547 18,167 2977 8,263 72956 728 73,685

Year ended December 31, 2007
Alcohol Soft Pharma- Eliminations
Beverages Drinks ceuticals Others Total or Corperate Consolidated
Thausands of 1.5, dollars (Note 1)

1. Sales and gperating income;

Sales
Unaffiliated customers 510420306 $3,602750 § 612431 $1,143425 515778922 % — §15778922
Less liquor taxes 3,509,023 - —_ — 3,509,023 — 3,509,023
Net sales 6911274 3,602,750 612431 1,143,425 12,269,890 — 12,269,890
Inter-segment 313604 551 — 220,052 534,209 (534,209} —
Totzl sales 7224879 3,603,302 612431 1363477 12804108  (534209) 12,269,890
Operating expenses 6378948 3445676 498528 1325221 11548392 (435076}  11.213315
Operating income S 845930 5 157617 $ 113893 § 38247 5 1,155707 5 (99,132} $ 1056574
2. Assets, depreciation, loss cn impairment and
capital expenditures:
Assets $ 9829925 52668291 $1,178668  $3,742426  $17449321  $4185957 521,635,278
Depreciation and amortization 413061 141,787 33438 51,125 639,421 7,700 647,130
Loss on impairment 17617 52 — 3.0c4 20,683 — 20,683
Capital expenditures 381,489 159,150 26,079 72387 639,123 6377 645,510

Business segrments are classified based on business management framework in cansideration of the type and nature of products.
Main products by each business segment are as follows:

Business segment Main products

Alcohol beverages Beer, sparkling malt liquor {happo-shu), new genre, whisky, spirits, wine, engineering, logistics, etc.
Soft drinks Soft drinks and other drinks

Pharmaceuticals Pharmaceutical products

Others Health foods & functional foods, floriculiure, etc.

Unallocable aperating expenses included in "Eliminations or Corporate” are as follows:

Year ended December 31, 2007 ¥11,713 million ($102,610 thousand), mainly consisting of ¥3,055 million {$79,325 thousand for Group administrative
expenses due to the Company’s transfer to a pure holding cormpany and ¥2,657 million {523,276 thousand} for research and
development of basic technologies.

Corporate assets included in “Eliminations or Corporate” mainly consist of surplus funds {cash and marketable securities) and long-term investments investment
securities and life insurance investments) of the company, assets which belong to the administrative depariment of the Company.

Year ended December 31, 2007 ¥625,844 million ($5,482,645 thousand}
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(Change in classification of business segments)
The Company introduced the pure holding company system on July 1, 2007, and implemented a restructuring of the Group's management structure,

In governing the Group, clarification of the roles and responsibilities between the holding company and the operating companies will be made and the
independence and mobility of each operating company wili alse be enhanced, while the holding company seeks to achieve a quantum leap in growth and create
a group premium.

Accordingly, concomitant with its new management structure, the Company changed its methaod of business segment classification and now classifies them
“based on the business managemeni framework in consideration of the type and nature of products” Business segments had previously been classified in con-
sideration of the type and nature of producis”

Due to this change, the businesses of engineering, logistics, etc., which had been included in the *Others” segment, have been reclassified into the *Alcohol
beverages* segment as these businesses are managed as ancillary businesses closely connected with the alcohol beverages business,

Year ended December 31, 2006
Alcohol Soft Pharma- Eliminations
Beverages Drinks ceuticals Others Total or Corporate  Consolidated

Millions of yen

1. Sales and operating income:

Sales
Unaffiliated customers ¥1063318 ¥ 392729 ¥ 57245 ¥ 142653 ¥1,665946 ¥ — ¥ 1665946
Less liquor taxes 402,321 — — — 402,321 — 402,321
Net sales 660,996 362,729 67,245 142,653 1,263,625 — 1,263,625
Inter-segment 3,365 70 — 112,799 116,235 (116,235 —
Total sales 664,362 392,800 67,245 255453 1,379,861 (116,235 1,263,625
Operating expenses 581,086 373,086 55,200 251889 1,261,262 (113,995) 1,147,266
Operating income ¥ 83275 ¥ 19714 ¥ 12044 ¥ 3563 ¥ 118598 ¥ (22400 ¥ 116358

2. Assets, depreciation, loss on impairment and
capital expenditures:

Assets ¥ 950694 ¥ 270941 ¥ 104,745 ¥ 336,557 ¥1662939 ¥ 300647 ¥ 1,963,586
Depreciation and amortization 40,296 15,990 4,234 8,689 69,211 1,609 70,820
Loss en impairment 3,749 16 — 1,950 5,755 — 5,755
Capital expenditures 30,198 17413 8478 9,675 65,766 7,296 73,062

Year ended December 31, 2005

Alcohol Soft Pharma- Eliminations
Beverages Orinks ceuticals QOthers Total or Carporate  Consolidated
Millions of yen
1. Sales and operating income:
Sales
Unaffiliated customers ¥1,019,347 ¥ 380,177 ¥ 67605 ¥ 165118 ¥1,632249 ¥ —  ¥1632249
Less liquor taxes 397,527 — — — 397,527 — 397,527
Net sales 621819 380,177 67,605 165,118 1,234721 — 1234721
Inter-segment 3158 122 — 114,275 117,556 (117,556} —
Total sales 624,978 380,299 67,605 279394 1,352,278 (117.,556) 123472
Operating expenses 549,311 360,929 53357 274975 1,238,573 (115,560} 1,12302
Operating income ¥ 75666 ¥ 19370 ¥ 14248 ¥ 4419 ¥ 113704 ¥ (1995 ¥ 111,708
2. Assets, depreciation, loss on impairment and
capital expenditures:
Asseis ¥ 943,030 ¥ 250672 ¥ 99251 ¥ 252927 ¥1,545881 ¥ 391,984 ¥ 1937866
Depreciation and amertization 39,052 16,258 3470 11,219 70,000 1,001 71,002
Loss on impairrment 53 — — Bl 85 — 85
Capital expenditures 19,227 20614 7.099 11,671 58612 9,560 68,173

The type and nature of products are considered in the classification by business segment. Main products by each segment are as follows:

Business segment Main products

Alcohol beverages Beer, sparkling malt liquor (happo-shu), new genre, whisky, spirits, wine, etc,
Soft drinks Soft drinks and other drinks

Pharmaceuticals Pharmaceutical products

Cthers Engineering, logistics, floriculture, etc.

Unallocable operating expenses included in “Eliminations or Corporate” are as follows:

Year ended December 31, 2006 ¥2,358 million, mainly consisting of costs for research and development of basic technologies.

Year ended December 31, 2005 ¥1,982 million, mainly consisting of costs for new business development and costs for research and development of
basic technologies at the Company.
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Corporate assets included in “Eliminations or Corporate” mainly consist of surplus funds (cash and marketabl= securities) and long-term investments {investment
securities and life insurance investments) of the company, assets which belong to the administrative department of the Company.

Year ended December 33, 2006 ¥424 560 million
Year ended December 31, 2005 ¥500,805 million

{Change in accounting policies)
As discussed in Note 2 (11), effective from the year ended December 31, 2006 the Company has recorded *Allowance for employees' bonuses”

The effect of this change in accounting method was to increase operating expenses by ¥1,181 million in Alcohol Beverages business and by ¥327 million in
Pharmaceuticals business and 1o decrease operating income by the same amounts, respectively, compared with what would have been recorded under the
previous method. In addition, the effect on operating income of other segments is immaterial.

For reference, business segment information for the year ended December 31, 2006 that shows the business classification to conform to the year ended
December 31, 2007 is provided below:

Year ended December 37, 2006

Alcohol Soft Pharma- Eliminations
Beverages Drinks ceuticats Cthers Total or Corporate  Consolidated

Millions of yen

1. Sales and operating Income:

Sales
Unaffiliated customers ¥1,099,308 ¥ 392729 ¥ 677245 ¥ 105,664 ¥ 1665946 ¥ — ¥ 15665946
Less liquor taxes 40231 —- — — 402,31 — 402,321
Net sales 696,986 392,729 67,245 106,564 1,263,625 — 1,263,625
Inter-segment 31,444 70 — 17,583 49,098 (49,098) —
Total sales 728430 392,800 67,245 124,247 1312723 (45,098) 1,203,625
Operating expenses 641,920 173086 55,200 123,685 1,193,893 (46,626) 1,147,266
QOperating income ¥ 85510 ¥ 19714 ¥ 12044 ¥ 561 ¥ 118830 ¥ {2472) ¥ 116358

2. Assets, depreciation, loss on impairment and
capital expenditures:

Assets ¥1,036,898 ¥ 270941 ¥ 104,745 ¥ 176,931 ¥ 1589516 ¥ 374069 ¥ 1563586
Depreciation and amortization 41,364 15,990 4,234 6,500 68,091 2729 70,820
Loss on impairment 3,768 16 — 1,970 5,755 — 5755
Capftal expenditures 37,285 17,413 8478 6,680 69,868 3,194 73,062

As discussed in Note 2 {11), the Company and some of its consolidated subsidiaries provide an "Allowance for employees’bonuses” in line with the revised rules
for payment of employees’ bonuses.

The effect of this change in accounting method was to increase operating expenses by ¥1,233 million in Alcohol Beverages business, by ¥342 million in
Pharmaceuticals business, by ¥51 million in Others business, and by ¥80 millicn in Eliminations or Corperate, and to decrease operating incame by the same
amounts, respectively, compared with what would have been recorded under the previous method.

(b) Geographical segment information

Year ended December 31, 2007
Asia/ Fliminations
Japan Cceania Others Total or Corporate Consolidated
Millions of yen

1. Sales and operating income:

Sales
Unaffiliated customers ¥ 1528876 ¥ 210620 ¥ 61,666 ¥ 1,801,164 ¥ — ¥ 1,801,764
Less liquor taxes 398,665 1,781 109 400,555 — 400,555
Net sales 1,130,211 208,840 61,556 1,400,608 —_ 1,400,608
Inter-segment 3,588 2116 4,765 10,870 (10,8700 —
Total sales 1,134,199 210,956 66,322 1411478 (10,870) 1,400,608
Operating expenses 1,043,837 175,073 60,319 1,279,230 769 1,280,000
QOperating income ¥ 90362 ¥ 35882 ¥ 5,002 ¥ 132247 ¥y {11639 ¥ 120608
2. Assets ¥ 1,075,143 ¥ 699,575 ¥ 219203 ¥ 1,993,922 ¥ 475745 ¥ 2469667
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Year ended December 31, 2007
Asiaf Eliminaticns
Japan Cceania Others Total or Corporate Consolidated
Thousands of US. dellars (Note 1)

1. Sales and operating income:

Sales
Unaffiliated customers $13,393,569 $ 1845124 $ 540,219 515,778,922 $ — $15,778,922
Less liquor taxes 3,492,466 15,602 954 3,500,023 — 3,506,023
Net sales 9,901,103 1,829,522 539,255 12,269,890 — 12,269,890
Inter-segment 34,936 18,537 41,743 95,225 (95,225) —_
Total sales 9,936,040 1,848,059 581,007 12,365,116 {95225} 12,269,890
Operating expenses 9,144,432 1,533,710 528418 11,206,570 6,736 11,213,315
Operating income S 791607 $ 314340 b 52579 $ 1,158,537 S (101,962} 5 1,056,574
2, Assets $ 9418685 $ 6128558 $ 1920306 517,467,560 S 4167717 $21,635,278
Year ended December 31, 2006
Asia/ Eliminations
Japan Oceania Others Total or Corporate Consolidated
Millions of yen
1. Sales and operating income:
Sales
Unaffiliated customers ¥ 1430229 ¥ 177807 ¥ 57509 ¥ 1,665916 ¥ — ¥ 1665946
Less liquor taxes 400,546 1,700 74 402,321 - 402,321
Net sales 1,029,683 176,107 57,834 1,263,625 — 1,263,625
Inter-segment 2671 1,265 3,586 7523 {7.523) —
Total sales 1,032,354 177,372 61,421 1,271,148 {7,523) 1,263,625
Operating expenses 949,141 146,835 56,618 1,152,595 {5,328) 1,147 266
Operating income ¥ 83212 ¥ 30,537 ¥ 4,802 ¥ 118552 ¥ (2,194) ¥ 116358
2. Assets ¥ 1,031,767 ¥ 336,140 ¥ 185827 ¥ 1,553,765 ¥ 409,821 ¥ 1963586
Year ended December 31, 2005
Asia/ Eliminations
Japan Qceania Others Total or Corporate Consolidated
Millions of yen
1. Sales and operating income:
Sales
Unaffiliated customers ¥ 1415790 ¥ 158924 ¥ 57533 ¥ 1,632,249 ¥ — ¥ 1,632,249
Less fiquor taxes (Note 2) 397454 — 72 397,527 — 397527
Net sales 1018335 158,924 57461 1,234,721 — 1,234721
Inter-segment 2326 1,103 1,846 5276 (5,276} —
Total sales 1020662 160,028 59,307 1,239,998 (5,276} 1,234721
Operating expenses 938,521 133,287 54,775 1,126,584 (3.571) 1123012
Operating income ¥ B4 ¥ 26,740 ¥ 4,532 ¥ 113414 ¥ (1,709) ¥ 111,708
2. Assers ¥ 1,016,667 ¥ 343381 ¥ 94,655 ¥ 1,454,703 ¥ 483162 ¥ 1937866

Geographical distances are considered in cfassification by country or area. Major countries or areas included in each segment except for Japan are as follows:

Asia, Oceania East Asia, Southeast Asia, Oceania
Others US.A, Europe

Amounts and majer items included in *Eliminations or Corporate” are the same as those described in (a) Business segment information.

{Change in accounting policies)
As discussed in Note 2 {11), effective from the year ended December 31, 2007, the Company and several consolidated subsidiaries recorded “Allowance for
employees' bonuses” to comply with the Company's revised rules for payment of employees’ bonuses.

The effect of this change in accounting methed was to increase operating expenses of the “Japan” segment by ¥1,708 million ($14,962 thousand) and was to
decrease operating income by the sarme amount compared with what would have been recorded under the previous method.

There was no effect on the operating income of other segments.

Effective from the year ended December 31, 2006, the Company recerded “Allowance for employees bonuses”.

The effect of this change in accounting method was 1o increase operating expenses of the Japan” segment by ¥1,560 million and was to decrease operating
income by the same amount compared with what would have been recorded under the previous method.

There was no effect on the cperating income of other segments.
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{c) Overseas sales

Year ended December 31, 2007

Asia/Oceania Others Total
Millicns of yen
QOverseas sales, net of liquor taxes ¥ 217369 ¥ 64,964 ¥ 282333
Consolidated sales, net of liquor taxes — — 1,400,608
Percentage of overseas sales over consolidated sales 15.5% 46% 20.2%

Year ended December 31, 2006

Asia/Oceania Others Total
Millions of yen
Overseas sales, net of liguor taxes ¥ 181,888 ¥ 59,797 ¥ 241,685
Consolidated sales, net of liquor taxes — — 1,263,625
Percentage of overseas sales over consolidated sales 14.4% 4.7% 19.2%

Year ended December 31, 2005

Asia/QOceania Others Total
Millions of yen
Overseas sales, net of liquor taxes ¥ 163,036 ¥ 59,027 ¥ 222,063
Consolidated sa'es, net of liquor taxes — — 1,234,721
Percentage of overseas sales over consolidated sales 13.2% 4.8% 180%

Year ended December 31, 2007

Asta/Oceania Others Total
Thousands of U.S. dollars (Note 1)
Overseas sales, net of liquor taxes 5 1,904,240 5 569110 S 2473350
Consolidated sa'es, net of liquor taxes — —_ 12,265,850

Geographical distances are considered in classification of country or area. Major countries or areas included in each segment are as follows:

Asia, Oceania East Asia, Southeast Asia, Oceania
Others US.A, Europe

Qverseas sales represent sales of the Company and cansolidated subsidiaries to countries and areas outside of Japan.

15. LEASE TRANSACTIONS
(a} Lessee lease - Finance lease
Finance leases, except for those leases under which the ownership of the leased assets is considered to be transferred to the lessee, accounted for in the same
manner as operating teases, are as follows:

(1) Purchase price equivalents, accumulated depreciation equivalents and book value equivalents of leased properties

Year ended December 31, Year ended December 31,
2007 2006 2007
Theusands of U.S. dollars
Millions of yen (Note 1)
Machinery, equipment and vehicles:
Purchase price equivalents ¥ 2610 ¥ 2,658 5 22,864
Accumulated depreciation equivalents 1,497 1,454 13,114
Book value equivalents 1,113 1,204 9,750
Other preperty, plant and equiprment (tools and equipment):
Purchase price equivalents 5131 5823 44,949
Accumulated depreciaticn equivalents 2,882 3828 25,247
Book value equivalents 2,248 1,995 19,693
Total
Purchase price equivalents 7,742 8482 67823
Accurnulated depreciation equivalents 4,379 5282 38,361
Book value equivalents ¥ 3,362 ¥ 3,199 5 29452
{2) Lease commitments
Year ended December 31, Year ended December 31,
2007 2006 2007
Theousands of U.S. dollars
Millions of yen (Note 1)
Due within one vear ¥ 1,367 ¥ 1,206 $ 11975
Due over one year 2,104 1,624 18431
Total ¥ 3472 ¥ 2930 $ 30416
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(3) Lease expenses, depreciation equivalents and interest expense equivalents

Year ended December 33, Year ended Decemnber 31,
2007 2006 2005 207
Thousands of
Millions of yen U.S. dollars (Note 1}
Lease expenses ¥ 1,723 ¥ 2,167 ¥ 1,995 $ 15,094
Depreciation equivalents 1,575 1,935 1,751 13,797
tnterest expense equivalents 78 101 683

{4) Calculation method of depreciation equivalents
Depreciation equivalents are calculated on the straighi-line method over the lease terms without residual value.

(5} Allocation of interest expense equivalents

Differences between total lease expenses and purchase price equivalents of the leased properties comprise interest expense equivalents and insurance, mainte-

nance and certain other operating costs. Interest expense equivalents are allocated using the interest method over the lease terms.

{b) Lessee lease - Qperating lease
The Company and consolidated subsidiaries have lease commitments under non-cancelable operating leases as foilows.

December 31, December 31,
2007 2006 2007
Thousands of
Millions of yen U.S. dollars (Noie 1)
Due within one year ¥ 3,860 ¥ 2,199 $ 338i5
Due over one year 11,856 5418 103,863
Total ¥ 15,717 ¥ 7617 $ 137,687

(c) Lessor lease — Finance lease

Finance feases, except for those leases under which the ownership of the leased assets is considered 1o be transferred to the lessee, accounted for in the same

manner as operating leases, are as follows:

Lease revenue, depreciation and interest income equivalents

Year ended December 31, Year ended December 33,
2007 2006 2005 2007
Thousands of
Milliens of yen US. dollars (Note 1)
Lease revenue — — ¥ 1,147 —
Depreciation — — —
Interest incorme equivalenits — — 129 —

16. INVESTMENTS IN UNCONSOLIDATED SUBSIDIARIES AND AFFILIATES
Investments in unconsolidated subsidiaries and affiliates at December 31, 2007* and 2006 were as follows:

Year ended December 31, vear ended December 31,

2007 2006 2007
Thousands of U.S. dollars
Millions of yen {Note 1)
Investment securities (Capital stock) ¥ 318064 ¥ 142,352 S 2,786,368
Investments and other asseis—other {Other than capital stock) 805 996 7,052

*Figures for 2007 include the cost of investment in jointly-conitrolled companies, amoaunting to ¥32,985 million ($288,961 thousand).

17. NET ASSETS
As described in Note 2 (18), net assets comprises four subsections, which are the shareholders’ equity, accumulated gains (losses) from valuation and translation
adjustrnents, subscription rights to shares and mincrity interests.

The Japanese Corporation Law ("the Law") became effective on May 1, 2008, replacing the Japanese Commercial Code ("the Code”).

Under the Japanese iaws and regulations, the entire amount paid for new shares is required 1o be designated as common stock, However, a company may, by
a resolution of the Board of Directors, designate an amaunt nat exceeding one-half of the price of the new shares as additional paid-in capital, which is included
in capital surplus.

Under the Law, in cases where dividend distribution of surplus is made, the smaller of an amaount equal to 10% of the dividend ar the excess, if any, of 25% of
common stock over the total of additional paid-in-capital and legal earnings reserve must be set aside as additional paid-in-capital or legal earnings reserve. Legal
earnings reserve is included in retained earnings in the accompanying consolidated balance sheets.

Under the Code, companies were required 1o set aside an amount equal to at least 10% of cash dividends and other cash appropriations as legal earnings
reserve until the total of legal earnings reserve and additional paid-in capital equaled 25% of common stock.

Under the Code, legal earnings reserve and additional paid-in capital could be used to eliminate or reduce a deficit by a resolution of the shareholders’ meeting or
could be capitalized by a resolution of the Beard of Cirectors. Under the Law, both of these appropriations generally require a resolution of the sharehelders’ meeting.

Additional paid-in capital and legal earnings reserve may not be distributed as dividends. Under the Code, however, additional paid-in capital and legal earnings
reserve may be transferred to retained earnings by the resclution of the shareholders' meeting as long as the total amount of legal earnings reserve and additional
paid-in capital remained equal to or exceeded 25% of common stock. Under the Law, all additional paid-in-capital and all legal earnings reserve may be transferred
to other capital surplus and retained earnings, respectively, which are potentially available for dividends.
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The maximum amount that the Company can distribute 2s dividends is calculated based on the non-consolidated financial statements of the Company in
accordance with the Law.

18. NOTES TO THE CONSOLIDATED STATEMENTS OF CHANGES IN NET ASSETS
The consclidated statements of changes in net assets for the year ended December 31, 2007 is as follows:

1. Type and number of shares outstanding and treasury stock

Type of shares outstanding Type of weasury stock
Commen stock Common stock
Number of shares as of December 31, 2006 984,5C8,387 29,155,714
Number of shares increased during the accounting period ended December 31, 2007 — 982,492
Number of shares decreased during the accounting period ended December 31, 2007 — 359,146
Number of shares as of December 31, 2007 984,508,387 29,775,060

Notes: 1. Increase in the number of shares was due to purchases of partial share units.
2. Decrease in the number of shares was due to sales of partial share units.

2, Matters related to dividends

{1} Dividend payment

Approvals by ordinary general meeting of shareholders held on March 28, 2007 were as follows:
Dividend on Common stock

a. Total amount of dividend ¥8,598 million ($75,321 thousand)
b. Dividend per share ¥9.00

¢. Record date December 31, 2006

d. Effective date March 29, 2007

Approvals by the Board of Directors meeting on August 3, 2007 were as follows:
Dividend an Commaon stack

a. Total amount of dividend ¥8,594 million (575,286 thousand)
b. Dividend per share ¥9.00

¢. Record date June 30, 2007

d. Effective date September 10, 2007

(2) Dividends whose record date is attributable to the accounting period ended December 31, 2007 but to be effective after the said accounting period
The Company received approval at the general meeting of shareholders held on March 26, 2008 as follows:
Dividend on Common stock

a3, Total amount of dividend ¥11,456 miltion {5100,359 thousand)
b. Funds for dividend Retained earnings

¢. Dividend per share ¥12.00

d. Record date Decermnber 31, 2007

e Effective date March 27, 2008

The consolidated statements of changes in net assets for the year ended December 31, 2006 1s as follows:

1. Type and number of shares outstanding and treasury stock

Type of shares outstanding Type of treasury stock
Common stock Common stack
Nurnber of shares as of December 31, 2005 984,508,387 28,173415
Nurnber of shares increased during the accounting period ended December 31, 2006 — 1,147,899
Nurnber of shares decreased during the accounting period ended December 31, 2006 — 165,600
Number of shares as of December 31, 2006 984,508,387 29,155,714

Notes: 1. Increase in the number of shares was due to purchases of 811,899 partial share units, and purchases of 336,000 shares from cpposing sharehoiders concerning the
share exchange with Kirin Beverage Corporation based on Article 797, Paragraph 1 of the Corporation Law.
2. Decrease in the number of shares was due to sales of partial share units.

2. Matters related to dividends

(1) Dividend payment

Approvals by ordinary general meeting of sharehelders held on March 30, 2006 were as follows:
Dividend on Common stock

a.Total amount of dividend ¥7,172 million

b. Dividend per share ¥7.50

¢. Record date December 31, 2005
d. Effective date March 31, 2006

Approvals by the Beard of Directors meeting on August 10, 2006 were as follows:
Dividend on Commaon stock

a. Tetal amount of dividend ¥7,5648 million

b. Dividend per share ¥8.00

c. Record date Jure 30, 2006

d. Effective date September 31, 2006
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(2) Dividends whose record date is attributable to the accounting period ended December 31, 2006 but to be effective after the said accounting period
The Company received approval at the general meeting of shareholders held on March 28, 2007 as follows;
Dividend on Common stock

a.Total amount of dividend ¥8,598 milticn

b. Funds for dividend Retained earnings
¢. Dividend per share ¥9.00

d. Record date December 31, 2006
e, Effective date March 29, 2007

3. Decrease due 1o change in accounting standards of foreign subsidiaries
Effective from the year ended December 31, 2006, the Company's subsidiary in Australia, LION NATHAN Ltd. {including its consolidated subsidiaries), adopted the
*Australian eguivalents 1o International Financial Reporting Standards (AIFRS)" instead of Australian accounting standards the Company previously adopted, as the
Company was obliged to prepare its consolidated financial statemenits in accordance with AIFRS from the fiscal year starting after January 1, 2005,

As a result of changes in accounting siandards concerning tax effect accounting, assets revatuation accounting and others due to the adoption of AIFRS, such

changes were retroactively applied, and retained earnings at the beginning of the current accounting period decreased by ¥6,602 million for the year ended
December 31, 2006.

4, Transfer of foreign currency translation adjustments of foreign subsidiaries and affiliates

Effective from the year ended December 31, 2006, with the application of the Accounting Standard for Presentation of Net Assets in the Balance Sheet and the
Accounting Standard for Changes in Net Assets, foreign currency translation adjustments of foreign consolidated subsidiaries and affiliates, previously included in
retained eamings, were transferred to the *foreign currency translation adjustments” of valuation and wranslation adjustments.

19. NOTES TO THE CONSOLIDATED STATEMENTS OF CASH FLOWS

(a} Reconciliation of cash
Reconciliation of cash in the consolidated balance sheets and cash and cash equivalents in the consolidated statements of cash flows is as follows:

December 31, December 31,
2007 2006 2005 2007
Thousands of
Millions of yen U.5. dollars {Note 1)

Cash ¥ 55,009 ¥ 89,483 ¥ 169334 s 481,901
Marketable securities 246 675 50 2,155
Fixed term deposits over 3 months (2,550} (2,778} 4,422 (22339)
Equity securities and bonds, etc, with maturities exceeding 3 months 1246) {675} {50) (2,155)
Short-term loans payable (bank overdraft) {150} {115} nn {1,314}
Cash and cash equivalents ¥ 52307 ¥ 86,588 ¥ 164,800 5 458,230

(b} Assets and liabilities of newly consolidated subsidiaries by acquisition of shares

Assets and liabilities of newly consolidated subsidiaries by acquisition of shares at the inception of their consclidation, related acquisition cost and net expenditure
for acquisition of shares are as follows:

December 31, December 31,
2007 2006 2005 2007
Thousands of
Millions of yen .S dollars {(Note 1)

Current assets ¥ 55,244 ¥ 64,285 ¥ 425 5 483959
Fixed assets 109,453 37,480 4,969 958,852
Consolidation differences — — 4 —
Goodwill 164,271 2974 — 1439,080
Current liabilities (247,001} (34,429 (344) (2,163,828)
Long-term liabilities 4,752} (16,094 (39) {41,629)
Minarity interests (249} (25,135) (52 {2,181
Acquisition cost of shares 76,965 29,082 4963 674,244
Payment during the previous year — 2,385 — —
Accounts payable (960} — (2,274) (8.409)
Cash and cash equivalents of the acquired companies (5.414) (5.215) (352) (47,428)
Payment for acquisition of shares of newly consolidated subsidiaries ¥ 70,589 ¥ 26,253 ¥ 2,336 5 618,388

As of December 31, 2007, current liabilities include short-term loans of ¥150,284 million payable to consolidated subsidiaries.
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{¢) Assets and liabilities of subsidiaries excluded from the scope of consolidation

Assets and liabilities of subsidiaries at the time they were excluded from the scope of consolidation, related sale price of shares and proceeds (net) from safe of

shares are as follows:

December 31, Decernber 31,
2007 2006 2005 2007
Thousands of
Millions of yen U.S. dallars {Note 1)
Current assets — ¥ - ¥ 1,808 S —
Fixed assets —_ — 54 —
Current liabilities — - {1,448) —_
Long-term liabilities — — {45) —
Carrying amount of shares sold — — 368 —
Gain {loss) on sale of shares and others — — {150) —
Sale price of shares for the year — — 218 —
Accounts receivable — — — —
Accounts payable — — — _
Collections of accounts recelvable for the previous year — - 8,508 -
Payment of accounts payable fer the previous year — — {956) —_
Cash and cash equivalents of the company excluded from the
consolidation scope — — {52) —_
Proceeds from sale of shares of subsidiaries excluded from the
consolidation scope — ¥ — ¥ 7718 S —
20. DEFERRED INCOME TAXES
Significant components of deferred tax assets and liabilities as of December 31, 2007 and 2006 were as follows:
December 31, December 31,
2007 2006 2007
Thousands of U.S. dollars
Miltions of yen {Note 1)
Deferred tax assets:
Emplayees’ pension and retirement benefits ¥ 24,029 ¥ 24,349 $ 210,503
Loss carried forward 10,809 8321 94,691
Deferred charges 7312 7,678 64,056
Depreciation 6,426 749 56,294
Loss on impairment of fixed assets 5442 7,284 47674
Unrealized gains on fixed assets 4,000 4177 35041
Other 47525 45,352 416,338
Sub-total 105,547 105,654 924,634
Less valuation allowance (19,254} (20,938) (168672}
Total deferred tax assets 86,292 84,716 755952
Deferred tax liahifities:
Net unrealized holding gains on securities (78,146} (82,067) (684,590)
Depreciation of foreign subsidiaries {18,565} {i5,558) (162,636)
Reserve for deferred gains on sale of property (10,018 {10.886) (87,761}
Prepaid pension cost (6,196) (7.403) (54,279}
Other (7474) (6,255) (65,475)
Total deferred tax liabllities (120,401) (122,182 (1,054,761}
Net deferred tax liabilities (34,109 (37.465) (298,808}
Deferred tax asset due 1o land revaluation:
Deferred 1ax asset due to land revatuation 617 617 5405
Less valuation allowarice 617) 617) (5,408)
Total deferred tax asset due to land revaluation — — —
Deferred tax liability due to land revaluation:
Deferred tax liability due to land revaluation (1,471} (1471) (12,886}
Net deferred tax liability due to tand revaluation ¥ {1,471} ¥ (1471} $ (12,886}
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Deferred tax assets and liabilities were included in the consolidated balance sheets as of December 31, 2007 and 2006 as follows:

December 31, December 31,
2007 2006 2007
Thousands of U.S. doflars
Millions of yen {Note 1}

Current assets — Deferred tax assets ¥ 19,906 ¥ 17,937 $ 174,384
Fixed assets — Deferred tax assets 34,583 15912 302,961
Current liabilities — Other (270) (287} {2,365)
Long-term liabilities — Deferred tax liahilities (88,329) (71,028 {(773.797)

The following table surnmarizes the significant differences between the statutory tax rate and the effective tax rate for the years ended December 31, 2006
and 2005:

2006 2005
Statutory tax rate 40.7% 40.7%
Permanent difference — expenses 2.1 26
Permanent difference — revenue {0.8) (24)
Per capita inhabitant taxes 03 03
Amortization of goodwill (consolidation differences) 21 13
Equity in earnings of affiliates — —
Income taxes for prior years in a foreign subsidiary - —
Unrezlized gains in a foreign subsidiary — —
Veluation allowance 26 54
Other (14 (3.0)
Effective tax rate 45.6% 445%

Description for the year ended December 31, 2007, is emitted because the difference between the statutory tax rate and the effective tax rate is less than 5% of
the statutory tax rate.

21. DERIVATIVE TRANSACTIONS

Derivative financial instruments currently utilized by the Company and consolidated subsidiaries include currency forward contracts, currency option contracts,
currency swap contracts, interest rate future contracts, interest rate option contracts, interest rate swap contracts, commodity swap contracts, commodity option
contracts and commodity forward contracts.

Interest rate derivatives such as interest rate future, interest rate option and interest rate swap are utilized to hedge fluctuation risk of interest rates with respect
to loans receivable and loans payable.

Currency derivatives such as currency forwards, currency options and currency swaps are utilized to hedge fluctuation risk of foreign currency exchange rates
with respect to receivables and payables from import transactions of raw materials and others and the issue of bonds and others in foreign currencies.

Commodity derivatives such as commodity swaps, commodity options and commodity forwards are wtilized to hedge fluctuation risk of the price of raw
materials and others on purchase transactions.

The Company and consolidated subsidiaries do not enter into derivative contracts for speculative purposes. The Company and consolidated subsidiaries evalu-
ate hedging effectiveness semi-annually by comparing the cumulative changes in cash flaws from or the changes in fair value of hedged items with corresponding
changes in the hedging instruments.

For the year ended December 31, 2006, interest rate swap transactions, hedge transactions between consolidated companies, and hedge accounting is not applied.

The derivative contracis utilized by the Company and consolidated subsidiaries are exposed to the fluctuation risks of market interest rates, foreign currency
exchange rates, and the price of raw materials and others. However, the credit risks associated with these derivatives are considered low because the counter
parties of these derivative contracts are prime financial institutions with high credit standing and therefore it is anticipated that those counter parties are able 1o
fully satisfy their obligations under the contracts.

The administration and control of these derivative transactions are in accordance with the *Accounting Policies” authorized at the management meeting of the
Company or by the board of directars of consolidated subsidiaries.

The size of the amount of the derivative contracts does not necessarily incicate the significance of the risk.
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The fair value of the derivative contracts utilized by the Company and consolidated subsidiaries was as lollows:

Interest-related transactions

Year ended December 31, 2007

Year ended December 31, 2007

Portign due

Portion due

Type of Notional after one year Unrealized Noticnal after one year Unrealized
Classification transaction amount  included herein  Fair value gain (loss) amount included herein  Fair value gain {loss)
Millions of yen Thousands of US. dollars (Note 1)
Interest rate swap
Non-market Receive fixed,
1ransactions pay floating ¥ 1,308 ¥ 1,308 ¥(71) ¥ {70 $ 11,458 $11.458 $(621) 5(621)
Receive floating,
pay fixed 11,326 1,308 70 70 99,220 11,458 613 613
Receive floating,
pay floating 2,000 2,000 4 4 17,520 17,520 35 35
Interest rate
cap Buy 2,033 2033 26 26 17,805 17,809 227 227
Interest rate
floor Sell 2,033 2033 (2) (2) 17.809 17,809 {17) (17}
Total ¥18701 ¥ 8683 ¥ 25 ¥ 26 5163828 $ 76,066 $227 $227
Year ended December 31, 2006
Portion due
Type of Notional after one year Unrealized
Classification transaction amount  included herein  Fair value gain (loss)
Mitlions of yen
Interest rate swap
Non-market Receive fixed,
transactions pay floating ¥ 4726 ¥ 1,153 ¥ (70 ¥ (70}
Receive floating,
pay fixed 1,153 1,153 (6) (&
Receive floating,
pay floating 2,000 2,000 6 6
Interest rate
cap Buy 2641 — 5 5
Interest rate
floor Sell 264 — — —
Total ¥13,163 ¥ 4,306 ¥ (66) ¥ (66)

(i) Fair value of swaps is based on the prices obtained from the financial institutions.

(i) Derivative transactions utilized by the Company and consolidated subsidiaries other than the above are treated under hedge accounting rules, and are not

included in the above.
{iii) The notional amounts of derivatives shown in the abave do not reflect the market risk exposure of the Cornpany and consolidated subsidiaries.

22. EMPLOYEES' PENSION AND RETIREMENT BENEFITS

The Company and consolidated domestic subsidiaries provide four types of contributory defined benefit plans, namely: the lump-sum severance payment plan;
the defined benefit corporate pension plan; the employees’ pension fund plan; and the tax-qualified pension plan. The Company and several consolidated subsid-
iaries provide defined contribution plans and/or defined benefit plans. The Company redesigned its pension and retirement benefit plans in the second half of the
year ended December 31, 2006 and partially made a change from a lump-sum severance payment plan 1o the defined contribution pension plan. The Company
also integraied part of the lump-sum severance payment plan, the tax-qualified pension plan and a defined benefit corporate pensicn plan into the defined
benefit corporate pension plan.

Extra payments may be added upon retirement of employees.

(a} Liabilities for employees’ pension and retirement benefits
The liabilities for employees’ pension and retirement benefits included in the liability section of the consolidated balance sheets as of December 31, 2007 and 2006

consisted of the following:

December 31, December 31,

2007 2006 2007
Thousands of U.S. dollars
Millions of yen (Note 1)
Projected benefit obligation ¥ (246,583) ¥ {243463) S (2,160,166)
Fair value of plan assets 171,200 175,082 1,499,780
Unfunded pensicn obligation (75,383) {68,380) (660,385)
Unrecognized actuarial differences 34,229 28968 299,859
Unrecognized prior service cost (deduction of obligation) (4,138) (4,550) (36,233)
Net of employees’ pension and retirement benefit obligation (45,290) {43,962) (396,758)
Prepaid pension cost 14,897 18,191 130,503
Employees’ pension and retirement benefits ¥ (60,188) ¥ {62153) S (527,271}
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A number of conselidated subsidiaries calculated projected benefit cbligations using the simplified method.

For the year ended December 31, 2007, the amount of assets to be transferred to the defined contribution peasion plan over a period of four years was ¥7,380
million (564,651 thousand). The amount that had not been transferred by the end of the previous year amounted to ¥5,523 million (548,383 thousand), and is
included in “Other” of Current Liabilities and “Other” of Long-term Liabilities.

For the year ended Decerber 31, 2006, the effect of the Company’s partial change of pension plan from a lump-sum severance payment plan 1o a defined
contribution pension was as follows.

Decrease in projected beneft obligation ¥6,107 million
Difference in unrecognized actuaria! differences ¥853 million
Decrease in Employees' Pension and retirement benefits ¥5,254 million

{b) Employees’ pension and retirement benefits expenses
Included in the consolidated statements of income for the years ended December 31, 2007, 2006 and 2005 were employees’ pension and retirement benefit
expenses comprising the following:

December 31, December 31,
2007 2006 2005 2007

Thousands of

Millions of yen US. dollars (Note 1)
Service cost ¥ 7930 ¥ 7,747 ¥ 7913 s 69,469
Interest cost 5770 5671 6,656 50,547
Expected return on plan assets {4,471) (4,001 {4,513) (39,167}
Amortization of actuarial differences 3438 2,846 3597 30,118
Amortization of prior service cost {439) (120) (106) (3.845)
Premium for defined contribution pension plan 2343 1,429 — 20525
Employees' pension and retirernent benefit expenses 14,572 13572 13,547 127,656

Gain on release from the substitutional portion of the government’s

welfare pension insurance scheme — — (536) —
Loss due to the change in the pension and retirernent benefit plans — 2,126 — —
Totat ¥ 14,572 ¥ 15,698 ¥ 1301 ' ] 127,656

Employees’ contribution to the defined benefit corporate pension plan and others is excluded for the years ended Decernber 31, 2007, 2006 and 2005. Emplay-
ees’pension and retirement benefit expenses of consolidated subsidiaries using the simplified method are included for the years ended December 31, 2007, 2006
and 2005.

In addition to the abave employees’ pension and retirement benefit expenses, premium on employees’ retirement benefits was recognized as “Business
restructuring expense”in special expenses, amounting to ¥584 million for the year ended December 31, 2006 and ¥28 million (3245 thousand) for the year ended
December 31, 2007. For the year ended December 31, 2005, such premium was recognized and included in "Business restructuring expense”in special expenses,
amounting to ¥2,380 million.

Assumptions used for the years ended December 31, 2007, 2006 and 2005 were set forth as follows:

December 31,
2007 2006 2005
Discount rate Mainly 2.5% Mainly 2.5% Mainly 2.5%
Expected rate of return on plan assets Mainly 2.5% Mainly 2.5% Mainly 2.5%
Amortization of unrecognized prior service cost Mainly 13-15 years Mainly 15 years Mainly 15 years
Amortization of unrecognized actuarial differences Mainly 1315 years Mainly 15 years Mainly 15 years

The estimated amount of all retirement benefits to be paid at the future retirement dates is allocated equally to each service year using the estimated number
of total service years.

23. REVALUATION OF LAND

Kirin Beverage Corporation, 8 consolidated subsidiary, revalued land used for business on December 31, 2001 pursuant to the Law Congerning Land Revaluation
{enacted on March 31, 1998) (the "Law"} and related revision of the Law {effective March 31, 2001).

Due 1o revaluation of land in assets, the revaluation difference of the portien attributable to the interests hetd by the Company was accounted for as "Land
revaluation difference”in net assets.

Revaluation was performed by adjusting the road rating pursuant to Article 2, ltem 4 of the Enforcement Ordinance for the Law Concerning Revaluation Reserve for
Land enacted on March 31, 1998. Where the road rating was not provided, adjusted valuation of real estate tax prescribed in Article 2, lter 3 of the Law was used.

December 31, Decermnber 33,
2007 2006 2007
Thousands of US. dollars
Millions of yen (Note 1)
Difference between the fair value and carrying amount of the revalued land ¥ 5122 ¥ 5307 $ 44,870

Effective from the year ended December 31, 2004, the Company adopted the new accounting standard for impairment of fixed assets ("Opinion Concerning
Establishment of Accounting Standard far Impairment of Fixed Assets”issued by the Business Accounting Deliberation Council on August 9, 2002) and "Implemen-
tation Guidance for the Accounting Standard for Impairment of Fixed Assets” (the Financial Accounting Standard Implementation Guidance No. 6 issued by the
Accounting Standards Board of Japan on October 31, 2003).

Following the application of the new accounting standard, the Company reviewed the business plan on the above-mentioned land.

As a result, the Company revised the amount of "Land revaluation difference” and related deferred tax assets or liability.
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24, RELATED PARTY TRANSACTIONS

For the year ended December 31, 2007

Group companies

Equity Relationship Trading Balance at
’ - Capitali- Natureof | ownership Nature of amount year end
Adstibute Name Dormicite zation operation bythe | Interlocking | Operational | transaction |  (Millions Account {Millions
Company | of directors | relationship of yen) of yen)
SAN MIGUEL | Metro-Manila, Manufaciur- Interlocking: 1 ) g
Adfiliate CORPO- | the Philip- mm]ic?}: 03505 ing and sales| 19.9% direct 9 - L?::ézg 37000 Shﬁga:*’m -
RATION pines P of beer Seconded; 2

Note: Loan interest rates are decided rationally with due consideration of market interest rates.

For the year ended December 31, 2006
Description is omitted because there were no materizl related party transactions.

25. BUSINESS COMBINATIONS

For the year ended December 31, 2007

Kirin Holdings (Australia) Pty Lid, a consolidated subsidiary of the Company acquired alt the issued shares of San Miguel Foods Australia Holdings Pty Lid, a
consolidated subsidiary of San Miguel Corporation which is an equity-methed affiliate of the Company, for cash on December 28, 2007, On January 2, 2008, San
Miguel Foods Australia Holdings Pty Ltd changed its name to Kirin Foods Australia Holdings Pty Ltd.

Since the acquisition was implemented immeadiately before the balance sheet date, provisional accounting treatment was applied for all assets and liabilities
of Kirin Foods Australia and its subsidiaries in accordance with the provision of Paragraph 69 of the “Guidance for Accounting Standard for Business Combinations
and Accounting Standard for Business Divestitures”, issued by the Accounting Standards Board Guidance No. 10.

¥165,500 million (51,449,846 thousand) of goodwill was recorded for the fiscal year by this consolidation of Kirin Foods Australia and its subsidiaries. The
procedure of allocation of acquisition cost had not been completed as of the filing date of the securities report.

For the year ended December 31, 2006

Change in accounting standard for business combinations, etc.

Effective from the year ended December 31, 2006, the Company applied "Accounting Standard for Business Combinations” issued by the Business Accounting
Council on October 31, 2003, Accounting Standard Board Statement No. 7, "Accounting Standard for Business Divestitures” issued by the Accounting Standard
Board of Japan on December 27, 2005 and Accounting Standard Board Guidance No. 18, *Guidance for Accounting Standard for Business Combinations and
Accounting Standard for Business Divestitures” issued by the Accounting Standards Board of Japan on December 27, 2005 1o contracts concluded afier the
enforcement of the Corporation Law (Law No. 86 of 2005).

Making Kirin Beverage a wholly-owned substdiary by share exchange
1. Corporate name and business of the entity combined, legal form of business combinations, corporate name after business combinations, and overview
of the transaction including its purpose:

(1} Corporate name and business of the entity combined
Name: Kirin Beverage Corporation
Business: Production and sale of soft drinks
(2) Legal form of business combinations
Share exchange
(3} Corporate name after business combinations
Kirin Brewery Campany, Limited
(4) Overview of the transaction including its purpose

with the objective of making Kirin Beverage Corporation (hereinafter referred to as *Kirin Beverage") its wholly-owned subsidiary, the Company conducted a
tender offer for Kirin Beverage's shares between May 12, 2006 and June 15, 2006. The Company and Kirin Beverage entered into a Share Exchange Agreement 1@
make Kirin Beverage it's the Company's wholly-owned subsidiary on July 10, 2006, aiming 1@ achieve a significant allocation of resources 1o the soft drinks business
and enhance intra-group synergistic effects in connection with the Kirin Group's corporate restructuring. The Company completed procedures for making Kirin
Beverage its wholly-owned subsidiary on October i, 2006.

The Company has obtained the approval of the Minister of Finance with respect 1o its business restructuring plan pursuani to the Industrial Revitalization Law and
the approval as required in respect of share exchange for cash consideration under Article 12, Paragraph 9 of the Industrial Revitalization Law prior to the revision under
Article 449 of the Law Concerning Developments of Related Laws in Enforcement of the Corporation Law, which remains effective by virtue of the provision of Article
450, Paragraph 7 of the same law. In accordance with the Share Exchange Agreement, in lieu of the issuance of shares, cash delivery was made to Kirin Beverage's
common stock shareholders, who were on the final shareholders registry {including beneficial shareholders, but excluding the Company) as of September 30, 2006
{one day prior to the effective date of the share exchange). Such cash delivery was made for consideration of 3,350 yen per share of the common stock.

2. Overview of the accounting treatment

The Company implemented accounting treatment for consolidated and nan-consolidated financial statemenis provided in Chapter 3, Article 4 "Accounting treat-
ment for transactions under common contol, etc., Paragraph 2 Transactions with mincrity shareholders of the Accouniing Standard for Business Combinations”
The share exchange was implemented using monetary consideration, and hence the accounting treatment is similar to that provided in Chapter 4, Article 5
“Additional acquisition of shares of subsidiaries of Financial Accounting Standard on Consolidated Financial Statements.”
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3. Matters related to additional acquisition of shares of subsidiaries
(1) Acquisition cost and breakdown
Consideration for acquisition

Cash ¥5,394 miillion
Expenditure directly required for acquisition ¥104 million
Acquisition cost ¥5,499 million

(2) Amount of monetary consideration for the share exchange and its calculation method

{3) Amount of monetary consideration

¥3,350 (528) per share of the common stock
Number of shares acquired 1,610,354 shares

{b) Calculation method of monetary consideration

The Company decided that monetary consideration for the share exchange would be the same as the tender offer price, based on discussions between
the Company and Kirin Beverage, and comprehensively taking into account various elements, including the purchase price of the tender offer launched by the
Campany for Kirin Beverage’s shares, the financial conditions of Kirin Beverage and the past share price levels of Kirin Beverage,

When the above-mentioned discussions were conducted, the Company referred to the report on calculation of the value of Kirin Beverage's shares, made by
Nomura Securities Co, Ltd,, a third-party evaluator, while Kirin Beverage referred to a sirnilar report made by Mitsubishi UF) Securities Co., Ltd,, also a third-party
evaluator.

(3) Amount and source of goodwill, and method and period of amertization
{a) Amount of goodwill ~ ¥2,777 million
{b) Source of goodwill

The goodwill arose from the excess earning power of Kirin Beverage and the payment of a premium for making Kirin Beverage a wholly cwned subsidiary

aiming to enhance intra-group synergistic effects.
(¢) Method and peried of amortization

£qual amortization over a period of 20 years
(4) Amount of acquisition cost, amount allocated as research and development expenses, etc, and the names of any such items
There were no applicable iterns under this category.

26. SUBSEQUENT EVENTS
Issuance of corporate bonds
The Company issued common corporate bonds on March 19, 2008 as below.

Kirin Holdings Company, Limited
Series 1 Unsecured Pari Passu Bonds

Security name

Issued date March 19, 2008

Total amount of transfer corporate bond 80,000 million yen

Issued price 99.97 yen per face value 100 yen
Interest rate 1.09% per annum

Term 5 years

Term and redemption method {1) Redemption price: 100 yen per face value 100 yen
{2) The principal of the Unsecured Pari Passu Bonds shall be redeemed in a lump sum on March 19, 2013
{3) The issuer may repurchase the Unsecured Pari Passu Bonds on or after the day after the payment date.

Wilt be provided as repayment to short-term loans payable for business investments of Kyowa Hakko Kogyo Co, Ltd.
and National Foods Limited {Australia)

Funds purpose

The Unsecured Pari Passu Bonds are neither secured by any collateral nor guaranteed, and there are no particular
assets reserved for the payment of the Unsecured Pari Passu Bonds.

Coltateral and guarantees

Fiscal covenants

Security name

Issued date

Total amount of transfer corporate bond
Issued price

Interest rate

Term

Term and redemption method

Funds purpose

A collateral provision restriction clause is attachec.

Kirin Holdings Company, Limited
Series 2 Unsecured Pari Passu Bonds

March 19, 2008

30,000 million yen

99.96 yen per face value 100 yen

1.27% per annum

7 years

{1} Redemption price: 100 yen per face value 100 yen

(2) The principal of the Unsecured Pari Passu Bonds shall be redeemed in a lump sum on March 19, 2015

(3} The issuer may repurchase the Unsecured Pari Passu Bonds on or after the day after the payment date.

Will be provided as repayment to short-term loans payable for business investments of Kyowa Hakko Kogyo Co, Lid.

and National Foods Limited (Australia)
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Collateral and guarantees

Fiscal covenants

Security name

Issued date

Total amount of transfer corporate bond
Issued price

Interest rate

Term

Term and redemption method

Funds purpose

Collateral and guaraniees

Fiscal covenants

Security name

Issued date

Total amount of transfer corporate bond
Issued price

Interesi rate

Term

Term and redemption method

Funds purpose

Collateral and guarantees

Fiscal covenants

The Unsecured Pari Passu Bonds are neither secured hy any collateral nor guaranteed, and there are no particular
assets reserved for the payrment of the Unsecured Pari Passu Bonds.

A collateral provision restriction clause is attached.

Kirin Holdings Company, Limited
Series 3 Unsecured Pari Fassu Bonds

March 19, 2008

70,000 million yen

99.98 yen per face value 100 yen

1.69% per annum

10 years

(1) Redemption price: 100 yen per face value 100 yen

(2) The principal of the Unsecured Pori Passu Bonds shall be redeemed in a lump sum on March 19, 2018
(3} The issuer may repurchase the Unsecured Pari Passu Bonds on or after the day after the payment date.

will be provided as repayment to short-term loans payable for business investments of Kyowa Hakko Kogyo Co, Ltd.
and National Foods Limited (Australia)

The Unsecured Pari Passu Bonds are neither secured by any collaieral nor guaranieed, and there are no particular
assets reserved for the payment of the Unsecured Pari Passu Bonds.

A collateral provision restriction clause is attached.

Kirin Haldings Company, Limited
Series 4 Unsecured Pari Passu Bonds

March 19, 2008

20,000 million yen

99.92 yen per face value 100 yen

1.86% per annum

12 years

(1) Redemption price: 100 yen per face value 100 yen

(2) The principal of the Unsecured Pari Passu Bonds shall be redeemed in a lump sum on March 19, 2020
(3) The issuer may repurchase the Unsecured Parl Passu Bonds on or after the day after the payment date.

Will be provided as repayment 1o short-term loans payable for business investments of Kyowa Hakko Kogyo Co, Ltd.
and National Foods Limited (Australia)

The Unsecured Pari Passu Bonds are neither secured by any collateral nor guaranteed, and there are ng particular
assets reserved for the payment of the Unsecured Parf Passu Bonds,

A collateral provision restriction clause is attached.
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To the Shareholders and Board of Directors of Kirin Holdings Company, Limited

We have audited the accompanying consolidated balance sheets of Kirin Holdings Company, Limited and consolidated
subsidiaries as of December 31, 2007 and 2008, and the related consolidated statements of income, changes in net assets
and cash flows for each of the three years in the period ended December 31, 2007, expressed in Japanese yen. These con-
solidated financial statements are the responsibility of the Company's management. Qur responsibility is to independently
express an opinion on these consolidated financial statements based on our audits,

We conducted cur audits in accordance with auditing standards generally accepted in Japan. Those standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial siatement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the consclidated finzncial statements referred to above present fairly, in all material respects, the consoli-
dated financial position of Kirin Holdings Company, Limited and subsidiaries as of December 31, 2007 and 2006, and the
consolidated results of their operations and iheir cash flows for each of the three years in the period ended December 31,
2007, in conformity with accounting principles generally accepied in Japan,

Without qualifying our opinion, we draw attention to the foliowing.

(1) As discussed in Note 14 to the consolidated financial statements, the Company introduced the pure holding company
systern on July 1, 2007. The Company changed its method of business segment classification from “classification in
consideration of the type and nature of products” to “classification based on business management framework in con-
sideration of the type and nature of products”

(2) As discussed in Note 26 to the consolidated financial statements, the Company issued First debenture band, Second
debenture bond, Third debenture bond and Fourth debenture bond on March 19, 2008.

The US. dellar amounts in the accompanying consolidated financial staternents with respect to the year ended December 37,

2007 are presented solely for convenience. Cur audit also included the translation of yen ameunts into US. dollar amounts and,
in our opinion, such transiation has been made on the basis described in Note 1 to the consolidated financial statements.

KPME AZSA & G,

KPMG AZSA & Co.

Tokyo, Japan
March 26, 2008
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Creating new markets

through innovative R&D

Kirin's R&D capabilities have been developed
based on advanced market research and
sophisticated studies into consumer per-
ceptions and behavior in new and existing
markets. Around 980 employees across the
Group are directly involved in R&D. Group
R&D spending in the year ended Decembey
2007 was ¥28.5 hillion, including ¥5.1 billion
in the alcohol beverages business, ¥0.5 bil-
lion in the soft drinks business, ¥17.8 billlon

in the pharmaceuticals business, and ¥1.9
billion in Kirin's other businesses, including
health foeds and functional foods businesses,
and agribio business. A further ¥2.6 billicn
was recorded for group-wide fundameantal
research expenses at the Central Laboratories
for Frontier Technology.

Having shifted to a holding company
structure in July 2007, Kirin is continuing to
pursue greater synergies between Group
companies, bringing Group R&D functions
into closer physical proximity, and increasing
information sharing and R&D collaboration
between different entities and partners
throughaut the organization, An example

of this is the launch of Kale no Meguri, a new

preduct developed
at the Kirin Yakult
NextStage health
food joint venture
that results from the
integration of Kirin's
proprietary brewer's
yeast cell wall ingre-
dient with Yakult
Honsha's proprietary
glacto-origo.

Kirin also works

with outside research

N

partners, Initiatives
in pharmaceuticals
include partnerships and alliances with US.
companies Amgen and Medarex to speed
up development pracesses and gain access
to technology, and a strategic alliance with
Kyowa Hakko Group announced in Gctober
2007.The alliance with Kyowa Hakko Group
will create exciting new opportunities for
R&D collaboration in the areas of antibody
and low molecule medicine development
in pharmaceuticals, and the formation of a
new company, Kirin Kyowa Foods Company,
Limited, scheduled for April 2009, will create

similar opportunities in food.

The Kirin Group Intellectual Property Creation Cycle

1. Increase patent
applications for
technology that

target number of
patent applications.

y (

makes a strong
contribution to the ﬁm
business by setting a

2. Confirm direction of
procedures for the
awarding of patents
with the Qperations
Division, Select and
focus on abtaining
patents necessary

‘ to the business.

. Execute patent
portfolio manage-
ment. Use of patents
for our own exclusive
use/licensing
activities,

L

technology,

Respect for other companies’ patent rights
(Patent infringement preveniion and aveidance systems)

Pharmaceutical Research Laboratories (Gunma Prefecture)

Intellectual Property:

An engine for further success

In a highly competitive and increasingly
borderless world, businesses in Japan and
averseas are recognizing the impoertance
of intellectual property {IP) as an asset that
requires both protecting and leveraging to
maximize its value.

The Intellectual Property Department
at Kirin Holdings is in charge of planning
and promoting the |P strategies of the Kirin
Group, as well as handling patent rights, util-
ity model rights, and plant breeders' rights
{through species registration}. Scme Group
companies have their own autoncmous IP
organizations in order to plan and promote
patent strategies in line with their respective
business strategies.

In July 2006 Kirin issued its first Kirin
Group Intellectual Property Report, with the
aim of collating informaticn regarding Kirin's
management structure and sysiems for R&D
and IP in a format that meets the needs and
expectations of Kirin's stakeholders. The latest
edition of this report is available online at:
http://www.kirinholdings.co.jp/englishfir/
ipfindex.htm!m

R&D/Intellectual Property
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Kirin Group includes 272 consolidated subsidiaries and 19 affiliates accounted for by the equity method.
Key Group companies in Japan and overseas inctude the following:

Company name

Alcohol beverages

" Location

Main business

Paid-in capital
(¥ mikiion unless stated)

Percentage of
holding

Established

@Kirin Brewery Company, Limited | Tokyo, Japan tanufacture and sales of beer and other alcchalic beverages 30,000 100 July 2007
Kirin Engineering Co, Ltd. Kanagawa, Japan Flant engineering for alcohol beverage, soft drink, food and 1,000 100 Mar. 1988
pharmaceutical industries
Kirin Techno-System Corporation Kanagawa, Japan Development, manufacturing and sale of systems to improve effi- 1,590 100 Jan, 1990
ciency in bottling, pharmaceuticals, automabile and other inchustries
Kirin Merchandising Co,, Ltd. Tokye, Japan terchandising of Kirin Products at velume outlets; On-premise |10 100 Sep, 2002
quality contrcl and merchandising
Kirin Logistics Co, Ltd. Tokye, Japan Distribution of Kirin products and general goods 504 100 Jan. 2000
Ei She Gen Co, Ltd. Tokye, Japan Production and sale of Chinese liqueurs 90 93.9 July 1548
Kirin Distillery Co,, Ltd. Shizucka, Japan Production of alcohol beverages 10 100 Aug. 1972
Kirin City Co, Ltd. Tokyo, Japan Management of nationwide chain of beer pubs 100 100 May 1983
Kirin & Communications Co, Ltd. Tokyo, Japan PR activities, centered on management of customer facilities at |} 50 100 Feb. 1988
factories, therme parks
Mercian Corporation Tokyo, Japan tManufacture and sales of wine and other alcoholic beverages, 20973 509 Dec. 1934
chemicals, pharmaceuticals and feedstuffs
@ Lion Nathan Limited Sydney, Australia Production and sale of alcohol beverages in Australia and New Zealand | AUS436M 46.1 1860
Kirin Austratia Pry. Ltd. Western Australia, | Production of high-quality malt AUS12M 100 June 1976
Australia
Taiwan Kirin Co,, Ltd. Taipei, Taiwan Import and sale of Kirin brand beer, sake TWS60M 100 May 1988
©Kirin (Ching) Investment Co, Ltd. | Shanghai, China Management of alcohol beverages business in China; sale of Kirin | U$150M 100 Dec. 2004
brand beer in Yantze River Delta
@ Kirin Brewery (Zhuhai} Co, Ltd. Zhuhai, China Production and sale of beer in Pearl River Delts; production base | US$74M 100 Dec. 1996
for Kirin Group in Asia
@Raymond Vineyard & Cellar, Inc. California, US.A. Production and sale of wine Uss21.7M 100 May 1971
@ Kirin Brewery of America, LLC California, U.S.A. Managerment of Kirin brand beer business in the United States US513M 100 July 1996
@ Four Roses Distillery LLC Kentucky, LLS.A. Production and sale of Faur Reses bourbon US560M 100 Feb. 2002
@ Kirin Eurcpe GmbH Dusseldorf, Germany | Kirin brand beer business in Eurape EUR 76M 100 Oct. 1991
©5an Miguel Corporation Metro Manila, Production and sale of beer and food preducts mainly in the PHP 16,109M 199 1890
Philippines Philippines
@®Datian Daxue Brewery Co, Lid. Dalian, China Production and sale of beer in Northeast China RMB 150.3M 25 Aug. 2001
Heineken Japan Co. Lid, Tokyo, Japan Licensed production and domestic marketing of Heineken beer | 200 49 June 1683
P Hangzhou Giandachu Brewery Hangzhou, China Production and sale of beer at Zhejiang Province in China RME 265M 25 Haly 1998
Company, Ltd.
Sdils
Kirin Beverage Co,, Ltd. Tokyo, Japan Development, production and marketing of soft drinks 8416 100 Apr. 1963
Hokkaide Kirin Beverage Co, Ltd. Hokkaido, Japan Sale of soft drinks 80 100 Dec 1971
Tokyo Kirin Beverage Service Co, Ltd. | Tokyo, Japan Sale of soft drinks 10 100 Jan. 2000
Kansai Kirin Beverage Service Co, Ltd.| Osaka, Japan Sale of soft drinks 10 100 Jan. 2001
Vivax Co, Ltd. Hiroshima, Japan Sale of soft drinks 490 100 Apr. 1990
Kirin MC Danone Waters Co,, Ltd. Tokyo, Japan Marketing and sale of soft drinks 1,500 51 Nov. 2002
@ Shanghai Jin Jiang Kirin Shanghai, China Sale of soft drinks and alcchol beverages US524.8M 578 Mar. 1996
Beverage & Focd Co, Ltd.
@Kirin Beverage {Shanghai) Ltd. Shanghai, China Sale of soft drinks uDS17.5M 100 Apr. 2006
Siam Kirin Beverage Co, Lid, Bangkok, Thailand | Sale of soft drinks TBRSM 100 May 2005
Berri Ltd. Victoria, Australia Sale of soft drinks AUS186.5M 100 Juby 1985
® Cocz-Cola Bottling Company of New Hampshire, Manufacture and sale of Coca-Cola products and other soft drinks { US$0.93M 100 May 1977
Northern New England, Inc. USA in six states in the New England region
Kirin Tropicana, Inc. Tokyo, Japan Sale of soft drinks 480 50 Jan. 1991
Kirin Pharma Company, Limited Tokyo, Japan R&D and sale of pharmaceurical products 3,000 100 July 2007
OKirin Pharma USA Inc. California, US.A. RA&D of pharmaceutical products US30.1M 100 Sep. 1988
@ Jeil-Kirin Pharm. Inc. Seoul, Korea Sale of G-CSF, Aranesp, Busulfex, and Renagel KRW 2,200M 90 May 1591
©Kirin Pharmaceuticals Co., Ltd. Taipei, Taiwan Sale of G-CSF, Aranesp, and Busulfex TW$12.45M 100 Apr. 1992
@Kirin Pharmaceutical (Asia} Ce, Utd. | Hong Kong Sale of Aranesp, Busulfex, and Renagel HKSEM 100 Aug. 1993
@Kirin Kunpeng (China) Shanghai, China Manufacture and sale of G-CSF and EPQ in China; U5529.8M 70 June 1997
Bio-Pharmaceuticat Co., Ltd. sale of Busulfex in China
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Kirin Overseas
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Pharmaceuticals {continued)

Location

Main business

Paid-in capital
(v mullion unless stated)

Percentage of
holding

Established

Kyowa Hakko Kegyo Co, Ltd Tokyo, Japan R&D and sale of pharmaceutical products, bio-chemicals, 26,745 285 July 1949
chemicals and foods
G Kirin-Amgen, Inc. California, US.A. R&D and licensing of pharmaceutical products Uss10 50 May 1984
Other businesses
Nagano Tomato Co, Ltd. Nagano, Japan Manufacture and sale of ketchup, tomato juice, etc; manufacture | 711 984 Apr. 1957
of Kirin Beverage brand soft drinks
Keiwai Dairy Products Co., Ltd. Tokye, Japan Manufacture and sale of soft drinks and dairy foods 1,689 755 June 1576
O Kirin Holdings (Australia} Pry. Ltd. | Melbourne, Australia | Holding company of National Foods Group AUS1,283M 100 Oct. 2007
© National Foods Ltd. Melbourne, Australia | Manufacture and sale of soft drinks and dairy focds AUSSO0M 100 1991
Kirin Agribio Co., Ltd. Tokyo, Japan Oversees group management and domestic sale of proprietary | 30 100 Nov. 200]
carnations, chrysanthemums, reses, petunias, and related products
Japan Potato, Corp. Tokyo, Japan Sale of potato varieties, seeds and vegetables 65 93 Mar. 2000
O Kirin Agribio EC De Lier, Netherlands | Holding company in Europe EUR1EK 100 Nov, 1593
©Kirin Agribio Shanghai Co., Ltd. Shanghai, China Production of seedlings and management of royalties In China RMB 5M 100 Apr. 2004
Kirin Yakult NextStage Co., Ltd. Tokyo, lapan Manufacture and sale of health foed products 1,150 55 Aug. 2006
Kirin Food-Tech Company, Limited | Tokyo, Japan Manufacture and sale of seasenings and food additives 5,000 100 Apr. 2002
Kirin Real Estate Co, Ltd. Tokyo, Japan Management and real estate brokerage of leased offices, 0 100 Aug. 1976
company housing and welfare facilities
Yokohama Arena Co,, Ltd. Kanagawa, Japan Management of large event hall in Yokohama 10,000 58.8 Nowv. 1986
Kirin International Trading Inc. Tokyo, Japan Food and beverage export and import; importing of malt from 100 100 June 1979
Australia
Kirin Hotel Developmenit Co, Ltd. Hyogo, Japan Hotel operations 10 100 Sep. 1998
Kamakura Kaihin Hotel Co, Ltd. Kanagawa, Japan Management of membership tennis club 19 914 Mar. 1916
Tsurumi Warehouse Co,, Ltd. Kanagawa, Japan Warehouse operations specializing in hazardous materials and 40 100 Dec. 1947
frozen goods
Kirin Eche Co, Ltd. Tokyo, Japan Processing and sales of by-products feed and insurances sales agent | 408 100 Oct. 1841
Yokohama Akarengaz Inc, Kanagawa, lapan Management of commerdial premises in landmark brick building | 2,050 718 July 2000
@ Inddstria Agricola Tozan Ltda. Sao Paulo, Brazil Production and sale of seke and foed products in Brazil BRR 1,000 834 Nov. 1934
Kirin Business System Co,, Ltd, Tekyo, Japan Development and management of IT systems 50 100 May 1988 “
Kirin Business Expert Co,, Ltd. Tokyo, Japan Provision of shared Group administrative services 'GEJ
Tokita Seed Co, Lid. Saitama, Japan Developrment of tomato, onion, komatsuna varieties and sale of | 148 247 Nov, 1947 ;
seedlings g
Verde Co, Lid. Aichi, Japan Production and sale of cells tissue-cultured 98 275 Jjan. 1975 Lé_
@ Qingdao International Seeds Qingdao, China Breeding of vegetable seeds and production and sale of seeds 100 45 May 1960 8
Co, Ltd. and seedlings S
Cosmo Foods Co, Ltd. Tokyo, Japan Manufacture and sale of natural seascnings, health foed ingredients| 52 341 Nov. 1969 g
@ PT Kirin-Miwon Foods Jakarta, Indonesia | Manufacture and sale of seasonings and food additives USS20K 50 Apr. 2006 2
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Japanese liquor tax

Alcohol beverages in Japan have for some time been taxed under a
complicated system based on the types of ingredienis used and the
percentage of alcohol in each product. This means that beer, happo-
shu and new genre products are taxed at different rates because of
the differing amounts of malt they contain, even though they have
similar alcohol content. Under revisions made in 2006, the govern-
ment reduced the number of categories to four, down from ten, and
over the long term may gradually narrow the tax differences within
each category.

Notes: Not alf categories are shown.
All figures exclude consumption tax and are rounded.

The Japanese alcohol beverages market

Activity in the Japanese alcohol beverages industry remained gener-
aily firm in 2007, although a weakening of economic indicators later
in the year had a restraining effect. New genre again had a significant
impact on the market, increasing its share of the overall beer, happo-
shu, and new genre market to more than 20%, partly at the expense
of happo-shu.

In 2007 the most pressing issue facing the industry was an unprec-
edented rise in the cost of raw materials—including ralt, barley,
sugar, corn-derived syrup, aluminum and cartons—and all alcohol
beverage manufacturers siruggled in this tough environment.

The combined market for beer, happo-shu, and new genre remainad
on a downward trend on an industry basis, decreasing by about 0.3%
year on year, following a decline of 1.0% in the previous year. Compared
to the 3.29 decline in 2005, however, this represents a more favorable
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trend, achieved after several years of an improving economy.

As consumers’ preferences, lifestyles and income levels diversify,
brewers are adopting business models to enable them to focus
on quality, not solely on volume, and providing a broader range of
added-vaiue products to meet a wider specirum of individual con-
sumer needs. This has resulted in simultaneous growth in high-end
and low-end products in all categories, and sustained expansions
in categeries attuned to modern social trends, such as chu-hi and
shachu. Many of these new products appeal to consumers desiring
a lighter, healthier, and easier-on-the-waistline beverage than has ua-
ditionally been available.

In many categories there has been a surge of new product
launches, and in 2007 there was evidence that consumers were tend-
ing to return to trusted mainstay brands.
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Global beer consumption by region

Ten thousand kilalitres

Adult population in Japan by age group
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Market Data

Alcohol sales in Japan by channel
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Beer, happo-shu and new genre sales in Japan by container type
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Alcohol beverage distribution system in Japan
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@ 5M (supermarkets)

Increasingly important volume retaifer,
now the fargest market segment.

@ CVS (convenience stores)

Most now licensed. CVS network
in Japan hes become very dense.

® DS (discount stores)

Yolume retailer retaining around
25% of the market.

@ General Liquor Shops

Neighborhood stores—market
share has declined steeply.

O Commercial Premises

For sorme years the fargest market
segment, Includes safes at bars,
restaurants, erc.

Source: Kirin estimales
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Kirin Holdings Company, Limited

Head Office

10-1 Shinkawa 2-chorme, Chuo-ku
Tokyo 104-8288, Japan

Tel: +81-3-5541-5321

Fax: +81-3-5540-3547

Further Information

Kirin Holdings Company, Limited

Corporate Communications Dept. IR Section

Tel: +81-3-5540-3455

Fax: +81-3-5540-3550

e-mail: ir@kirin.co.jp

URL: http:/fwww.kirinhaldings.co.jp/english/ir

Date of Incorporation

February 23, 1507
Note: On July 1, 2007, accompanying the shift to o pure holding company structure,
Kirin Holdings Company, Limited changed its name from Kirin Brewery Company, Lirmnited,

Paid-in Capital
¥102,045 millicn

Authorized Shares
1,732,026,000

Outstanding Shares
984,508,387

Number of Shareholders
133,794

Number of Employees

27,543 (consofidated)
256 (non-consolidated)

General Meeting of Shareholders
March 26, 2008

Stock Listings
Tokyo, Osaka, Nagoya, Fukuoka, Sapporo

Ticker Symbol Numbers

ODR: 2503
ADR: KNBWY

Transfer Agent

Mitsubishi UF) Trust and Banking Corporation
Corporate Agency Division

7-10-11 Higashi Suna, Koto-ku Tokyo 137-8081
Tel: +81-3-5391-1500

Percentage of total

Major Shareholders {as of December 31, 2007)

Moxley and Company

Meiji Yasuda Life Insurance Company

The Master Trust Bank of Japan, Ltd. (Trust account}
The Bank of Tokyo-Mitsubishi UF), Ltd.

Japan Trustee Service Bank of Japan Lid. (Trust account)
JapanTrustee Service Bank of Japan Ltd, (Trust account 4;
Isono Shokal, Limited

State Street Bank and Trust Company

The Melon Bank Treaty Clients Omnibus

The Nomura Trust and Banking Co,, Ltd.
(Retirernent Benefit Trust for the Mitsubishi Trust
and Banking Corporation)

Monthly share price range & trade volume w0 siock exchonge
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