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The corporate governance of Santen Pharmaceutical Co., Ltd. (“Santen™) is described below.
I. Basic Views on Corporate Governance, Capital Structure, Corporate Profile and Other

Basic Information
1. Basic Views

Santen believes that it is vital to upgrade and strengthen the corporate governance system in order to
achieve and enhance corporate value, and thus, returns to shareholders.

Santen has adopted a “Company with a Board of Company Auditors” system as defined in Japan’s
Companies Act. Santen will continuously be working to upgrade and strengthen corporate governance by
making the most of the current system.

First, the function of the Board of Directors is to make decisions concerning the vital execution of the
business as well as to monitor the execution of the business by the management and Directors. Santen will
operate with a focus on swift and appropriate managerial decision-making.

Santen expects its Outside Directors to be actively involved in the Board of Directors in decision-making
on individual managerial issues, taking advantage of their wide range of experience and knowledge.
Santen will also ask for their opinions from the view of strengthening the function of monitoring Santen’s
management.

Furthermore, Santen has taken some specific steps such as establishing the Corporate Strategy Committee,
the Nominating Committee and the Executive Compensation Committee, which are all voluntary committees
made up of Inside and Outside Directors, and introducing a corporate officer system to strengthen
management and improve the speed of business execution. Santen will go forward with the aim of improving
management transparency and objectivity.

Corporate Auditors audit the Board of Directors and executive sections by utilizing the Corporate
Auditor’s Group or collaborating with the Internal Auditing Group, bringing into view not only the legality
but also the appropriateness and effectiveness of the performance of their duties, and Santen will endeavor to
strengthen their function.

[Reasons for Non-compliance with the Principles of the Corporate Governance Code] [UPDATED,

[Supplementary Principle 4.8.2]

Santen seeks the appropriate opinion and advice of each of the Independent Outside Directors at the
meetings of the Board of Directors based on the variety of their experience and knowledge. Moreover,
considering that Santen provides opportunities from time to time for each Independent Outside Directors to
cooperate with the management, Corporate Auditors or the Board of Corporate Auditors, Santen believes that
a “lead independent outside director” is not necessarily needed.
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[Disclosure Based on the Principles of the Corporate Governance Code] UPDATED

[Principle 1.4]
[Policy on the Holding of Shares of Other Listed Companies as Strategic-Shareholdings]

As to strategic-shareholdings, Santen shall hold shares as strategic-shareholdings when it determines that
they will entail medium- to long-term strengthening of business relationships with Santen and contribute to
enhancing its corporate value, and it shall decide by a resolution of the Board of Directors on acquisitions that
exceed a certain amount as prescribed in the internal rules.

As for the rationality and necessity of strategic-shareholdings, Santen will verify them at least once a year
in the Board of Directors, taking into consideration the effect of enhancing our corporate value and other
elements, and sell out brands that are deemed to be rarely meaningful.

As to the relevant securities reports, Santen will describe therein the brand, amounts of shares held as
strategic-shareholdings, the purpose of such holding and the like.

[Criteria for the Exercise of Voting Rights of Strategic-Shareholdings]

With regard to the exercise of voting rights of strategic-shareholdings, Santen will, upon exercise thereof,
determine whether or not to approve the items to be resolved based on a comprehensive assessment, taking
into account whether or not it would lead to an enhancement of the corporate value of the issuing company or
Santen.

[Principle 1.7]
[Framework for Related Party Transactions]

In case Santen is to engage in transactions with its officers or major shareholders (i.e., related party
transactions), then the Board of Directors will make a resolution thereon after deliberating on the material
facts, manner of the transaction and other matters, in order to ensure that such transactions do not harm the
interests of Santen or the common interests of its shareholders, and to prevent causing any concern with
respect to such harm.

If a transaction constitutes a “related party transaction” as stipulated under Japan’s Companies Act,
Ordinance on the Terminology, Forms and Preparation Methods of Financial Statements, etc., or other laws,
then it would be a matter to be reported to the Board of Directors, and Santen would describe it in a securities
report.

[Principle 3.1]
(i) Santen has formulated its values and long-term management visions, and disclosed them on its website:
http://www.santen.com /en/about/
Santen has also disclosed its mid-term management plan on its website:
http://www.santen.com /en/ir/document/plan.jsp

(ii) Santen has disclosed on its website its basic policy on and approach to corporate governance:
http://www.santen.com /en/about/governance/

(iii) Santen has disclosed its policy and procedures in deciding the remuneration for the top management and
Directors in the “Outline of the policy on the determination of the amount of remuneration of officers and the
method of calculation thereof” as described in its securities report:
http://www.santen.co.jp/ja/ir/document/securities.jsp (Japanese report)

(iv) Santen has disclosed its policy and procedures in selecting candidates for Directors and Corporate
Auditors in the “Outline of the policy on the selection of candidates for Director and Corporate Auditor” as
described in its securities report:

http://www.santen.co.jp/ja/ir/document/securities.jsp (Japanese report)

Furthermore, Santen appoints Corporate Officers by a resolution of the Board of Directors. In selecting
them, Santen applies its guidelines, such as, that they positively endeavor as senior managerial personnel to
address managerial issues in the key affairs of Santen and the conduct of its business, as well as that they have
the capability and experience appropriate in providing solutions or conducting the business concerning current
managerial issues arising from the managerial circumstances around them.

(v) With respect to the individual appointments and nominations of candidates for Directors and Corporate
Auditors, Santen has disclosed the reasons for appointing and nominating them in the “Convocation Notice of
the Annual General Meeting of Shareholders”:




http://www.santen.com/en/ir/document/meeting.jsp

[Supplementary Principle 4.1.1]
[Brief Summary of the Scope of Entrustment to Management]

In addition to various statutory functions, Santen has stipulated in the Rules of the Board of Directors the
matters to be decided by the Board of Directors such as management policies, strategies, business plans, the
acquisition and disposal of material assets as well as decisions to be made on important organizational or
personnel-related matters.

Furthermore, Santen endeavors to improve the quality and speed of the decision-making process by
delegating to Corporate Officers authority concerning the conduct of the business. More specifically,
Corporate Officers will make and execute decisions including the formulation of the business plans of the
organizations they control, management of the business activities of the organizations they are in charge of, as
well as the formulation and execution of the fiscal budget.

[Principle 4.8]
[Effective Use of Independent Directors]

Since the function of the Board of Directors is to make decisions concerning the vital conduct of the
business as well as to monitor the conduct thereof by the management and Directors, Santen will operate with
a focus on swift and appropriate managerial decision-making. Santen expects its Outside Directors to be
actively involved in the Board of Directors in decision-making on individual managerial issues, taking
advantage of their wide range of experience and knowledge. Santen will also ask for their opinions from the
view of strengthening the monitoring of Santen’s management. Thus, Santen’s approach to the composition of
the Board of Directors is to appoint plural numbers of Outside Directors thereto.

[Principle 4.9]
[Independence Standards and Qualifications of Independent Outside Directors]

Santen has determined the “Criteria of Independence of Outside Directors and Outside Corporate
Auditors,” and has disclosed the same in the Convocation Notice of the General Meeting of Shareholders and
securities reports.
http://www.santen.com /en/ir/document/meeting.jsp
http://www.santen.co.jp/ja/ir/ldocument/securities.jsp (Japanese report)

[Supplementary Principle 4.11.1]
[Approach to the Composition of the Board of Directors, etc.]

Santen will appoint plural numbers of Outside Directors who will maintain a degree of distance from the
conduct of our business and does not have close ties with the management. On such basis, the Board of
Directors of Santen will consist of a number of Directors as allowed by Japan’s Companies Act and Santen’s
Articles of Incorporation. The said Board of Directors will be well balanced in terms of knowledge,
experience and skills in order to fulfill and discharge its roles and responsibilities efficiently, and it will be
constituted in a manner to that would achieve both diversity and the appropriate size.

[Supplementary Principle 4.11.2]
[Positions Concurrently Held by Directors and Corporate Auditors]

Santen has disclosed in its Business Reports and Reference Materials for the General Meeting of
Shareholders the material posts concurrently held by each of the Directors and Corporate Auditors in other
juridical persons including listed companies.
http://www.santen.com /en/ir/document/meeting.jsp

[Supplementary Principle 4.11.3]
[Summary of the Results of the Analysis and Evaluation of the Board of Directors’ Effectiveness]

The role and function of Santen’s Board of Directors are to make decisions concerning the vital conduct of
the business as well as to monitor the conduct thereof by the management and Directors. Based on Santen’s
Values, Santen has also been continuously exerting efforts to enhance corporate governance to achieve
sustainable growth and increase of its corporate value over the mid to long term.

As a part of such efforts, with the aim of further improving the role and function of its Board of Directors,
Santen has conducted an evaluation of the effectiveness thereof as a whole in the fiscal year 2016 based on
the results of the assessment questionnaires and individual interviews of all Directors and Corporate Auditors,
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and discussed the evaluation at the meeting of the Board of Directors held in March 2017.
[Outline of the Items Evaluated]

»  Function of managerial decision-making

»  Function of managerial monitoring

»  Operation of the Board of Directors

»  Support system for Outside Directors and/or Corporate Auditors

As a result, it has been evaluated that the effectiveness of the Board of Directors has been maintained in
general. In particular, it was substantiated that the Board of Directors has fostered, to the fullest extent, a
climate where free, open and constructive discussions and exchanges of views take place.

Recognizing that efforts for further enhancement of the governance function is vital to Santen in the midst
of the global expansion of its business, Santen has decided to exert further efforts with respect to items that
need to be strengthened including those listed below:

»  With the aim of strengthening the monitoring function, further enhancing the continuous monitoring of
material matters that are decided at meetings of the Board of Directors; and
»  Further strengthening discussions from the viewpoint of risk management.

Moreover, to ensure more rapid decision-making, Santen aims to continuously improve the function of the
Board of Directors by various means, including increasing the chances of sharing information and exchanging
opinions among the Inside and Outside Directors and Corporate Auditors.

[Supplementary Principle 4.14.2]
[Training Policy for Directors and Corporate Auditors]

Santen will timely provide the information and opportunities necessary for each Director and Corporate
Auditor to fulfill his or her role and responsibility, the expenses for which shall be borne by Santen.

[Principle 5-1]
[Policy concerning the Improvement of the System and Efforts to Enhance Constructive Dialogue with
Shareholders]

Santen will determine the division in charge of IR, and will be thorough in the swift, precise and fair
disclosure of corporate information from the standpoint of the shareholders and investors, and commits to
disclose information proactively and in a manner easily understandable.

More specifically, Santen holds financial results meeting presentations after the release of interim and
full-year results for analysts and institutional investors, and also conducts conference calls to such audiences
after its first- and third-quarter results announcements. Furthermore, Santen participates in conferences hosted
by securities companies around the world and visits overseas shareholders and investors. Moreover, Santen
conducts presentations for individual investors and other events such as small meetings, with the aim of
explaining corporate information to a wide range of investors.

With respect to the opinions of the shareholders, investors and analysts, Santen positively considers such
viewpoints in reviewing its management strategies and the like, and will control insider information in all
dialogues with such stakeholders.

. Capital Structure

Foreign Shareholding Ratio More than 30%

[Status of Major Shareholders] UPDATED

Name / Company Name Number of Shares Owned Percentage (%)
Japan Trustee Services Bank, Ltd. (Trust account) 30,907,600 7.61
State Street Bank and Trust Company 505223 30,279,339 7.45
The Master Trust Bank of Japan, Ltd. (Trust account) 20,840,200 5.13
Nippon Life Insurance Company 10,661,710 2.62
The Bank of Tokyo-Mitsubishi UFJ, Ltd. 10,604,930 2.61
Ono Pharmaceutical Co., Ltd. 9,306,525 2.29




Development Bank of Japan Inc. 8,275,250 2.04
National Mutual Insurance Federation of Agricultural

Cooperatives 7,121,000 L75
Japan Trustee Services Bank, Ltd. (Trust account 5) 6,947,900 1.71
Daiichi Sankyo Company, Limited 6,885,000 1.70

Controlling Shareholder (except for Parent
Company)

Parent Company None
I Supplementary Explanation
[ --
3. Corporate Attributes
Tokyo Stock Exchange

Listed Stock Market and Market Section

First Section

Fiscal Year-End

March

Type of Business

Pharmaceutical

Number of Employees (consolidated) as of the
End of the Previous Fiscal Year

More than 1,000

Sales (consolidated) as of the End of the
Previous Fiscal Year

From JPY 100 billion to less than JPY1 trillion

Number of Consolidated Subsidiaries as of the
End of the Previous Fiscal Year

From 10 to less than 50

4. Policy on Measures to Protect Minority Shareholders in Conducting Transactions with a Controlling

Shareholder

5. Other Special Circumstances which may have a Material Impact on Corporate Governance

Nothing in particular.

Business Management Organization and Other Corporate Governance Systems regarding

Decision-making, Conduct of the Business, and Oversight in Management

1. Organizational Composition and Operation

Organization Form

Company with a Board of Company Auditors

[Directors] [UPDATED

Articles of Incorporation

Maximum Number of Directors Stipulated the in

Twelve (12)

Incorporation

Term of Office Stipulated in the Articles of

One (1) year




Chairperson of the Board President
Number of Directors Seven (7)
Appointment of Outside Directors Appointed
Number of Outside Directors Three (3)
Number of Independent Directors Three (3)

Outside Directors’ Relationship with the Company (1) UPDATED

Relationship with Santen*
a|bj|c|dj|e|f | g]|h i j K

Name Attribute

Takayuki Katayama | From another company

Kanoko Qishi From another company

Yutaro Shintaku From another company

Categories of “Relationship with Santen”
“QO” when the director presently falls or has recently fallen under the category
“A” when the director fell under the category in the past
*  “@” when a close relative of the director presently falls or has recently fallen under the category
“ A when a close relative of the director fell under the category in the past

. Executive of Santen or its subsidiaries
. Non-executive director or executive of a parent company of Santen
. Executive of a fellow subsidiary company of Santen
. A party whose major client or supplier is Santen or an executive thereof
. Major client or supplier of the listed company or an executive thereof
Consultant, accountant or legal professional who receives a large amount of monetary consideration or
other property from Santen besides compensation as a director/corporate auditor
g. Major shareholder of Santen (or an executive of the said major shareholder if the shareholder is a legal
entity)
h. Executive of a client or supplier company of Santen (which does not correspond to any of d, e, or f) (the
director himself/herself only)
i. Executive of a company, between which and Santen outside directors/corporate auditor are mutually
appointed (the director himself/herself only)
j. Executive of a company or organization that receives a donation from Santen (the director himself/herself

only)
k. Others

=D OO T D

Outside Directors’ Relationship with the Company (2) [UPDATED,

Designation as | Supplementary
Name Independent Explanation of Reasons of Appointment
Director the Relationship




Takayuki Katayama

Designated

Senior Advisor to CEO,
Teijin Limited

Outside Director,
Olympus Corporation

Considering that he has extensive
knowledge and experience amassed
through long years of involvement in
management in the country and
overseas, and that he has contributed to
enhance the quality of the discussions
in the Board of Directors by expressing
his opinions actively throughout the
proceedings at meetings, the Board of
Directors  believes that he is
well-qualified to be an Outside
Director, and Santen has appointed him
as such.

Furthermore, since he is not an
appointee from Santen’s subsidiaries or
affiliates, major shareholders or
leading business partners, fulfills all of
the independence standards of stock
exchanges in Japan, and it is deemed
that there is no likeliness to cause
conflicts of interest with ordinary
shareholders, Santen believes that
independence is secured.

Kanoko Oishi

Designated

Representative Director,
Mediva Inc.
Representative Director,
Seeds 1

External Board Member,
Ezaki Glico Co., Ltd.
Outside Director, Suruga
Bank Ltd.

External Director,
Shiseido Company,
Limited

Considering that she has extensive
knowledge and experience amassed
through long years of involvement in
management in the country and
overseas, and that she has contributed
to enhance the quality of the
discussions in the Board of Directors
by expressing her opinions actively
throughout  the  proceedings  at
meetings, the Board of Directors
believes that she is well-qualified to be
an Outside Director, and Santen has
appointed her as such.

Furthermore, since she is not an
appointee from Santen’s subsidiaries or
affiliates, major shareholders or
leading business partners, fulfills all of
the independence standards of stock
exchanges in Japan, and it is deemed
that there is no likeliness to cause
conflicts of interest with ordinary
shareholders, Santen believes that
independence is secured.

Yutaro Shintaku

Designated

Corporate Advisor of
Terumo Corporation
External Director of J-Oil
Mills Inc.

Considering that he has extensive
knowledge and experience amassed
through long years of involvement in
management in the country and
overseas, and that he is expected to
enhance the quality of the discussions
in the Board of Directors, the Board of
Directors believes that he is well
qualified to be an Outside Director, and
Santen has appointed him as such.

Furthermore, since he is not an




appointee from Santen’s subsidiaries or
affiliates, major shareholders or
leading business partners, fulfills all of
the independence standards of stock
exchanges in Japan, and it is deemed
that there is no likeliness to cause
conflicts of interest with ordinary
shareholders, Santen believes that
independence is secured.

Remuneration Committee

\oluntary Establishment of Committee(s)
Corresponding to Nomination Committee or

Established

Committee’s Name, Composition, and Attributes of the Chairperson UPDATED

Committee Corresponding to
Nomination Committee

Committee Corresponding to
Remuneration Committee

Committee’s Name

Nominating Committee

Executive Compensation Committee

All Committee Members Four (4) Four (4)
Full-time Members None None
Inside Directors One (1) One (1)
Outside Directors Three (3) Three (3)
Outside Experts None None
Others None None

Chairperson

Inside Director

Inside Director

Supplementary Explanation

[Corporate Auditors]

Establishment of Board of Corporate Auditors Established
Maximum Number of Corporate Auditors Five (5)
Stipulated in Articles of Incorporation

Number of Corporate Auditors Four (4)

Cooperation among Corporate Auditors, Accounting Auditors and Internal Audit Departments

UPDATED

(Cooperation between Corporate Auditors and Accounting Auditors)

The Corporate Auditors hold a meeting with the accounting auditors at the beginning of each fiscal year to
receive presentations on the financial auditing plans for the year and any key audit-related issues as well as to
exchange opinions, including requests from the Corporate Auditors. The accounting auditors present audit
findings to the Corporate Auditors at the quarterly reviews and fiscal year-end audit result briefings four (4)
times a year to exchange opinions.




In addition, the Corporate Auditors attend each review meeting with the accounting auditors held after the
conclusion of the quarterly reviews and fiscal year-end audit to exchange opinions on the quarterly reviews
and fiscal year-end audit results and procedures. During the fiscal year, the Corporate Auditors perform audits
of the auditing methods of the accounting auditors and exchange information with the accounting auditors as

necessary.

(Cooperation between Corporate Auditors and the Internal Audit Departments)

Santen’s Corporate Auditors and the Internal Auditing Group cooperate closely at all times. For instance,
they hold regular meetings at which they share progress with their respective audit plans and audits, and items
to confirm, while also simultaneously visiting business sites and subsidiaries to conduct audits as necessary.

Appointment of Outside Corporate Auditors Appointed
Number of Outside Corporate Auditors Three (3)
Number of Independent Corporate Auditors Three (3)

Outside Corporate Auditors’ Relationship with the Company (1)

Name

Attribute

Relationship with Santen*

albjc|d|je|f|lg|h|i]|]j|k|I]|M

Yutaka Mizuno

From another company

Koichi Matsuzawa

From another company

Seiichiro Adachi

From another company

Categories of “Relationship with Santen”
“QO” when the director presently falls or has recently fallen under the category
“A” when the director fell under the category in the past
*  “@” when a close relative of the director presently falls or has recently fallen under the category
“ A when a close relative of the director fell under the category in the past

O O 0O oL

. Executive of Santen or its subsidiary

. Non-executive director or accounting advisor of Santen or its subsidiaries
. Non-executive director or executive of a parent company of Santen

. Corporate auditor of a parent company of Santen

. Executive of a fellow subsidiary company of Santen

f. A party whose major client or supplier is Santen or an executive thereof

g. Major client or supplier of Santen or an executive thereof

h. Consultant, accountant or legal professional who receives a large amount of monetary consideration or
other property from Santen besides compensation as a corporate auditor

i. Major shareholder of Santen (or an executive of the said major shareholder if the shareholder is a legal

entity)

j. Executive of a client or supplier company of Santen (which does not correspond to any of f, g, or h) (the
corporate auditor himself/herself only)

k. Executive of a company, between which and Santen outside directors/corporate auditor are mutually
appointed (the corporate auditor himself/herself only)

I. Executive of a company or organization that receives a donation from Santen (the corporate auditor
himself/herself only)

m. Others

Outside Corporate Auditors’ Relationship with the Company (2) [UPDATED

Name

Designation as
Independent
Corporate

Supplementary
Explanation of Reasons of Appointment
the Relationship
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Auditor

Yutaka Mizuno

Designated

None

Since he has extensive knowledge and
experience amassed through long years
of involvement in management in
country and overseas, it is promising
that, at the meetings of the Board of
Corporate Auditors and the Board of
Directors, he will express appropriate
audit opinions in line with the
managerial ~ viewpoint  from  the
standpoint of Santen as a whole, and
Santen has appointed him as its Outside
Corporate Auditor. Furthermore, since
he is not an appointee from Santen’s
subsidiaries  or affiliates, major
shareholders or leading  business
partners, fulfills all of the independence
standards of stock exchanges in Japan,
and it is deemed that there is no
likeliness to cause conflicts of interest
with ordinary shareholders, Santen
believes that independence is secured.

Koichi Matsuzawa

Designated

President,

Meidi-Ya Co., Ltd.

Since he has extensive knowledge and
experience amassed through long years
of involvement in management in
country and overseas, it is promising
that, at the meetings of the Board of
Corporate Auditors and the Board of
Directors, he will express appropriate
audit opinions in line with the
managerial ~ viewpoint  from  the
standpoint of Santen as a whole, and
Santen has appointed him as its Outside
Corporate Auditor. Furthermore, since
he is not an appointee from Santen’s
subsidiaries  or  affiliates, major
shareholders or leading  business
partners, fulfills all of the independence
standards of stock exchanges in Japan,
and it is deemed that there is no
likeliness to cause conflicts of interest
with ordinary shareholders, Santen
believes that independence is secured.

Seiichiro Adachi

Designated

Project Professor,
Yokohama College of

Commerce

Since he has extensive knowledge and
experience amassed through long years
of involvement in management in
country and overseas, and he has been
involved in auditing services as a
standing corporate auditor of a company
listed on the First section of the Tokyo
Stock Exchange, Inc., it is promising
that, at the meetings of the Board of
Corporate Auditors and the Board of
Directors, he will express appropriate
audit opinions in line with the
managerial ~ viewpoint  from  the
standpoint of Santen as a whole, and
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Santen has appointed him as its Outside
Corporate Auditor. Furthermore, since
he is not an appointee from Santen’s
subsidiaries or  affiliates, major
shareholders or leading  business
partners, fulfills all of the independence
standards of stock exchanges in Japan,
and it is deemed that there is no
likeliness to cause conflicts of interest
with ordinary shareholders, Santen
believes that independence is secured.

[Independent Directors/Corporate Auditors]

Number of Independent Directors/Corporate
Auditors

Six (6)

Matters relating to Independent Directors/Corporate Auditors

Santen has designated as Independent Directors and Independent Corporate Auditors all of its Outside
Directors and Outside Corporate Auditors who fulfill the qualifications of independent directors/corporate
auditors.

[Incentives]

Incentive Policies for Directors Stock Options

Supplementary Explanation

Santen has granted stock options in accordance with the executive assessment compensation system.

Recipients of Stock Options Inside Directors / Others

Supplementary Explanation |[UPDATED

“Other” in the column above for Recipients of Stock Options means Corporate Officers.

Santen has granted to Directors rights to subscribe for new shares as stock options. As of the end of the fiscal
2016, the number of shares for which such right has already been exercised is 636,000 and the number of
shares for which such right has not yet been exercised is 976,200.

[Director Remuneration]

Disclosure of Individual Directors’ Remuneration | Selected Directors

Supplementary Explanation [UPDATED

1) Directors (except Outside Directors): JPY 178 million in the aggregate
(1) Basic compensation and performance-based compensation: JPY 141 million (total of two (2)
recipients)
(2) Amount of the right to subscribe for new shares as stock options of the share-based payment type
granted pursuant to the resolution of the Annual General Meeting of Shareholders held on June 25,
2014 and recorded as expenses during the then current fiscal year: JPY 37 million (total of two (2)
recipients)
2) Outside Directors: JPY 39 million in the aggregate
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Basic compensation: JPY 39 million (total of three (3) recipients)
The maximum amounts of compensation in accordance with the resolution of the General Meeting of
Shareholders are annual JPY 430 million as compensation for Directors and an annual of JPY 160 million as
stock options of the share-based payment type.

As to Directors who receive compensation and other payments in an aggregate amount of more than JPY
100 million, disclosure has been made individually in securities reports in compliance with statutory
requirements.

Securities reports are posted on Santen’s website and made available for public inspection.

Policy on Determining Remuneration Amounts

and Calculation Methods Established

Disclosure of Policy on Determining Remuneration Amounts and Calculation Methods

Santen has established an Executive Compensation Committee as one of the voluntary committees (albeit

these committees are not part of the statutory “Company with a Nominating Committee, etc., System” under

Japan’s Companies Act), which is also attended by the Outside Directors. It has stipulated the basic policy on

the determination of compensation and other payments to be received by Directors, Corporate Auditors and

Corporate Officers as follows:

1. Provide a competitive average of compensation capable of recruiting outstanding human resources.

2. Aim for a compensation system that allows accountability towards shareholders and employees to be
achieved.

3. Establish definite corporate and individual goals as well as compensation based thereon, which enable
Directors and Corporate Officers to increase or raise morale upon the performance of their duties.

4. Classify into four (4) categories of systems i.e., those for Directors and Corporate Officers, Outside
Directors, Standing Corporate Auditors and Outside Corporate Auditors.

[Support System for Outside Directors and/or Corporate Auditors]

General Affairs Group is in charge of supporting Outside Directors.
»  Coordination of the agenda and materials for the Board of Directors and various committees.
»  Provision of internal and external information including internal newsletters and news releases.
The Corporate Auditor’s Group is in charge of supporting Outside Corporate Auditors.
» Coordination of the agenda and materials for the Board of Corporate Auditors as well as prior
explanations.
»  Support in the investigation and analysis of, preparation of materials and the like for audit activities
as a whole.
»  Provision of internal and external information including internal newsletters and news releases.

As to the key items of the agenda of the meetings of the Board of Directors, sufficient explanations
thereon are made in advance to Outside Directors and Outside Corporate Auditors.

2. Matters on Functions of Conduct of the Business, Auditing, Oversight, Nomination and
Remuneration Decisions (Overview of Current Corporate Governance System) UPDATED

Santen has adopted a “Company with a Board of Company Auditors” system as defined in Japan’s
Companies Act, and, within such framework, has introduced a corporate officer system to further strengthen
management while improving the quality and speed of decision-making processes.

Santen’s management structure after the close of the Annual General Meeting of Shareholders held in June
2017 comprises of seven (7) Directors (i.e., six (6) males and one (1) female) including three (3) Outside
Directors, four (4) Corporate Auditors (i.e., four (4) males) including three (3) Outside Corporate Auditors,
and ten (10) Corporate Officers excluding some serving concurrently as Directors.

Santen’s Board of Directors features well-balanced knowledge, experience and the ability to effectively
fulfill its role and responsibilities with a structure that satisfies both diversity and an adequate number of the
members. Moreover, Santen has appointed as its Corporate Auditors persons with the expertise necessary to
properly perform audits, including in financial affairs and accounting.
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All of Santen’s Outside Directors and Outside Corporate Auditors are independent officers who maintain
neutrality as they are independent from Santen and its subsidiaries or affiliates.

The term of office of Directors and Corporate Officers is one (1) year.

The number of meetings of the Board of Directors convened in this fiscal year, including extraordinary
meetings, is sixteen (16). The average attendance rate of both the Outside Directors and the Outside Corporate
Auditors is 98%. To promote meaningful discussions at the meetings of the Board of Directors, for important
agenda to be taken at the meetings of the Board of Directors, materials for the meeting and the relevant
information were provided to the Outside Directors and the Outside Corporate Auditors, and thereafter,
sufficient explanations were made to them prior to such meetings concerning the background, purposes and
details of the agenda of the said meetings.

Furthermore, Santen has established the Corporate Strategy Committee, the Nominating Committee and
the Executive Compensation Committee, which are all voluntary committees, composed of Inside and Outside
Directors.

The Corporate Strategy Committee aims to deliberate on key strategic issues such as business strategies,
and is composed of seven (7) Directors, including three (3) Outside Directors.

The Nominating Committee aims to deliberate on the selection of candidates for Directors and submit
recommendations thereof, as well as to provide advices in response to consultations concerning the selection
of candidates for Corporate Officers and Corporate Auditors. This committee is composed of four (4)
Directors, including three (3) Outside Directors.

The Executive Compensation Committee aims to deliberate on the compensation of Directors and
Corporate Officers and submit recommendations thereof, as well as to provide advices to the Board of
Corporate Auditors with respect to the policy on determining the compensation of Corporate Auditors with
reference to market levels. This committee is composed of four (4) Directors, including three (3) Outside
Directors.

3. Reasons for Adoption of Current Corporate Governance System

Santen’s governance is based on the corporate organizational form of a “Company with a Board of
Company Auditors” as defined in Japan’s Companies Act. This structure enables us to have objective audits
by Corporate Auditors who are in independent positions in the conduct of the business by the Directors.
Furthermore, to secure transparency, objectivity and appropriateness of management, Santen believes that
making the most of systems such as the voluntary committees on business strategy, nomination of officers,
executive compensation and the like will contribute to the strengthening of the current corporate governance
system. As a material management matter, Santen commits to continuously review the improvement and
strengthening of the said system.

I11. Implementation of Measures for Shareholders and Other Stakeholders

1. Measures to Vitalize the General Shareholder Meetings and Smooth Exercise of Voting Rights
UPDATED

Supplementary Explanations

Sy NI o7 EreE Santen dispatches the document three (3) weeks in advance.

Shareholder Meeting

Scheduling AGMs Avoiding | The Annual General Meeting of Shareholders for the fiscal year of 2016 was
the Peak Day held on June 23, 2017.

Allowing Electronic Exercise | Voting rights can be exercised via the Internet by accessing the voting rights
of \oting Rights exercising website.

Participation in  Electronic | Santen has participated in and made available to investors the electronic
\oting Platform voting platform operated by ICJ, Inc., a joint venture company established

by the Tokyo Stock Exchange, Inc. and another company.

Providing Convocation Notice

" " The Convocation Notice in English has been posted on Santen’s website.
in English

Others Business reports at the General Meeting of Shareholders are made with
explanations accompanied by projected images. Also, the convocation
notices are posted on Santen’s website.
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A brief summary of the General Meeting of Shareholders and the results of
the exercise of the voting rights on the items for resolution are posted on

Santen’s website.

2. IR Activities UPDATED

Explanations by

Supplementary Explanations MG
Representatives
Themselves
Preparation and Publication of | In Santen’s Disclosure Policy on the disclosure of
Disclosure Policy information, it has stipulated to be thorough in the swift,
precise and fair disclosure of corporate information
from the standpoint of the shareholders and investors,
and commits to disclose information proactively and in
a manner easily understandable.
Regular Investor Briefings for | Santen timely holds briefings and its representatives .
> o . Available
Individual Investors conduct briefings as appropriate.
Regular Investor Briefings for | Santen holds financial results meeting presentations
Analysts and Institutional | after the release of interim and full-year results for
Investors analysts and institutional investors, and also conducts | Available
conference calls for them after its first- and
third-quarter results are announced.
Riegullar [Inviesior EIGIeS el Santen does not hold regular briefings. Not Available

Overseas Investors

Posting of IR Materials on
Website

Santen’s website (http://www.santen.co.jp/ja/ir/ and
http://www.santen.com/en/ir/)  carries a host of
information, including flash reports, data books,
financial result meeting presentations, and video or
voice conference records and scripts of financial result
meeting presentations. The website also carries annual
securities reports, annual reports, convocation notices
and resolution notices for the General Meetings of
Shareholders as well as other materials including
Notices to Shareholders.

Establishment of Department
and/or Manager in Charge of
IR

Department in charge:
Group

Person responsible for IR administration contact:
General Manager of Corporate Communications Group

Corporate  Communications

Others

Santen members visit shareholders and investors
overseas, and conduct briefing sessions on corporate
information. Moreover, Santen conducts briefing
sessions on an irregular basis through other events such
as small meetings, with the aim of explaining corporate
information to a wide range of investors.

3. Measures to Ensure Due Respect for Stakeholders [UPDATED

Supplementary Explanations

Stipulation of Internal Rules
for Respecting the Position of
Stakeholders

In the Santen Code of Practice, Santen represents its basic approaches in
conducting its business activities as specified under the titles “Building
Trust with Customers,” “Promoting Employee Responsibility and Growth”

and “Maintaining Harmony with Society.”

Implementation of
Environmental Activities, CSR

Santen has established a CSR Committee across the entire company based
on activities concerning compliance, preservation of the environment as
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Activities, etc. well as occupational safety and health. The CSR & Internal Control
Division continuously endeavors to develop CSR activities. Santen engages
in CSR activities as a whole, including social contribution activities, and
such CSR activities have been given the position as one of the vital
measures in conducting business activities. Also, a CSR Report has been
prepared and posted on Santen’s website.

Development of Policies on Information provisions to customers, shareholders and the like have been set
Information Provision to forth in the Code of Conduct. Along therewith, a Policy on IR Activities has
Stakeholders been internally established. Furthermore, in the Declaration of Timely

Disclosure, it is represented that Santen commits to disclose corporate
information timely and appropriately.

IV. Matters Related to the Internal Control System
1. Basic Views on the Internal Control System and the Progress of System Development

Basic Policy on Internal Control

In accordance with Japan’s Companies Act and the Ordinance of Enforcement of the Companies Act, Santen
Pharmaceutical Co., Ltd. (hereinafter, “Santen”) has passed the Basic Policy on Internal Control of its
corporate group consisting of Santen and its subsidiaries (hereinafter, “Santen Group”) as described below:

(1) Santen’s Values
A. The Santen’s Values of Santen Group are set forth below:
“Tenki ni sanyo suru”
(meaning “exploring the secrets and mechanisms of nature in order to contribute to people’s health™)
® \We think carefully about what is essential, decide clearly what we should do, and act quickly.
® By focusing on ophthalmology, Santen develops unique scientific knowledge and organizational
capabilities that contribute to the well-being of patients, their loved ones and consequently to
society.
B. As a company that assumes some responsibility for medical care, Santen Group, under its Values,
contributes to society focused on patients and their loved ones and aims to create unparalleled value
for all of our stakeholders and consequently achieve sustainable growth.

(2) System to Ensure that the Execution of Duties of the Directors and Employees of Santen Group

Complies with Laws, Regulations and the Articles of Incorporation

A. Santen Group’s Directors and Employees shall consider as norms the Santen’s Values and the Santen
Code of Practice, which provides the behavioral guidelines for all of the corporate activities to be
conducted by all of the constituents.

B. Santen shall establish dedicated officers and departments to promote the Santen’s Values and the
Santen Code of Practice by Santen Group as a whole, and endeavor to ensure the proper recognition
and thorough compliance thereof.

C. Santen Group shall stipulate in the Santen Code of Practice that it will never respond to any demand
by an anti-social force; and concurrently, cooperate with the relevant authorities, as necessary, to
eliminate any relationship with such anti-social forces.

D. As regards any suspected compliance violation within Santen Group entities, Santen Group shall
endeavor to ensure the presence of measures that would allow the seeking of direct advice and
reporting through the maintenance of an internal and external help desk; and concurrently, Santen
Group entities shall handle the said advice and reporting in collaboration with the relevant
departments or Santen.

E. To strengthen and enhance the function of monitoring management, Santen shall appoint multiple
highly independent Outside Directors; and concurrently, it shall endeavor to enhance the audit by
Corporate Auditors as well as the internal audit system of the Internal Auditing Group under the
direct control of the President.

(3) System on Retention and Management of Information on the Execution of Duties of the Directors
A. As to the treatment of information concerning the execution of the duties of Directors of Santen,
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Santen shall appropriately maintain and administer such information based on internal rules such as
for information security, internal approvals and document control.

(4) Rules on the Management of Risk of Loss of Santen Group and Other Systems

A

B.

Santen Group shall respond appropriately to assumable major risks of loss related to its business
activities, in accordance with the rules on risk management.

Santen Group shall endeavor to avoid or minimize risk of loss by constructing systems that will
routinely gather information and prepare risk of loss management policies and countermeasures for
their operations.

To prevent the occurrence of risk within Santen Group and to minimize the adverse effects thereon, a
Risk Management Committee shall be established within Santen as a system to manage risks in
normal circumstances. Upon the occurrence of any event that may evolve into a material risk or if
such an event is reported, the Risk Evaluation Committee will gather the relevant facts, and
concurrently therewith, evaluate the impact thereof. If it is found that a material risk that needs to be
addressed has occurred, then a Crisis Response Committee shall be established within Santen headed
by Santen’s Representative Director. Based on the rules on risk management, the committee will
coordinate efforts to minimize any losses or damages, and institute measures to prevent a recurrence.
Santen’s Internal Auditing Group shall conduct internal audit of the status of management of the risk
of loss within Santen Group from its independent viewpoint.

(5) System to Ensure the Efficient Execution of Duties of the Directors of Santen Group

(6)

()

A

The Corporate Officers appointed by Santen’s Board of Directors shall be entrusted with the
execution of the business including the operation of subsidiaries, and consequently shall endeavor to
enhance the quality and speed of decision-making concerning the operation and management.

Santen shall hold meetings of the Board of Directors at least once a month in principle, and shall hold
special meetings of the Board of Directors as necessary.

Santen shall establish the Corporate Strategy Committee, the Nominating Committee and the
Executive Compensation Committee, which are all voluntary committees made up of Inside and
Outside Directors, to deliberate on prescribed matters and submit recommendations to Santen’s
Board of Directors.

Santen shall establish various meeting bodies in order to swiftly and efficiently decide on important
matters concerning Santen Group’s management policies and conduct of the business.

Santen shall establish the Rules of the Board of Directors and the rules for Corporate Officers
clarifying their duties and powers. Furthermore, Santen shall maintain rules and standards concerning
internal approvals and clarify procedures for decision-making.

Personnel and organizational system shall be maintained to enable the efficient execution of the
business of Santen Group entities. Furthermore, rules and standards concerning the organization shall
be established to clarify the authority and responsibilities of each organization and subsidiary.

System to Ensure Proper Operating Controls Within Santen Group

A

As to the maintenance of the system for enhancing the appropriateness of corporate activities within
Santen Group, a managerial system shall be established whereby Santen makes recommendations and
instructions.

Santen shall maintain rules on control of subsidiaries to clarify matters necessary to ensure proper
operation of its subsidiaries and shall apply the same to all entities within Santen Group; and
concurrently, Santen shall strengthen the auditing function of its key subsidiaries.

To ensure the credibility of financial reports, a system shall be established whereby each of Santen’s
relevant divisions and subsidiaries will perform a self-check concerning the appropriateness of its
business, and then Santen’s Internal Auditing Group will verify the adequacy thereof.

Matters regarding an Employee, when the Board of Corporate Auditors Seeks to Adopt Him or Her
as an Assistant, Matters regarding the Independence of such Employee from Directors, and Matters
regarding Ensuring the Effectiveness of Directions to such Employee

A

B.

A full-time staff, who will provide assistance to Santen’s Corporate Auditors as well as discharge
other duties as necessary, and who does not belong under the line of supervision and direction of the
management, shall be employed.

Personnel transfers of the staff of the Corporate Auditors shall be made by Santen’s Representative
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Director in accordance with the internal rules and with the consent of the Corporate Auditors. As to
the evaluation thereof, the contents thereof examined and determined by the Corporate Auditors in
accordance with the internal rules shall be duly respected.

(8) System for Directors and Employees of Santen Group to Report to Corporate Auditors, System
regarding Other Reports to Corporate Auditors, and System to Ensure that the Person who
Reported to Corporate Auditors Will Not Receive Any Adverse Treatment by Reason of such
Reporting
A. In the event the Directors and employees of Santen Group come to know of any specific matter that

may cause any tremendous damage to the company, they shall report the same to Santen’s Corporate
Auditors and Board of Corporate Auditors without delay.

B. Santen’s Corporate Auditors may seek reports from Santen Group’s Directors and employees as
needed and as necessary even for matters other than those described in item A above.

C. Santen’s Internal Auditing Group and the auditing divisions in key subsidiaries shall regularly report
to Santen’s Board of Corporate Auditors their audit policies and plans, and the results of their internal
audits as well as exchange information therewith.

D. No disadvantageous treatment shall be suffered by any employee of Santen Group on the ground that
such employee blew the whistle to the Corporate Auditors concerning any internal suspicious
compliance violation and the like within Santen Group entities, regardless of whether or not it was
made through an internal or external help desk.

(9) Other Systems to Ensure the Effective Conduct of the Audit by the Corporate Auditors

A. Santen’s Corporate Auditors and Board of Corporate Auditors shall hold meetings regularly or as
needed with not only Santen’s Representative Director, but also with Santen Group’s Directors and
employees as deemed necessary, to exchange opinions on issues such as issues that the companies
must address and substantial issues relating to audit, and enhance mutual awareness and the fiduciary
relationship.

B. Santen’s Corporate Auditors may attend meetings that they wish to attend upon consultation with
Santen’s Representative Director, and state their opinion on procedures regarding substantial
decision-making and the state of the conduct of the business.

C. Santen shall bear the expenses necessary for Santen’s Corporate Auditors to perform their duties.

2. Basic Views on Eliminating Anti-Social Forces

The Santen Code of Practice stipulates that Santen will not respond to any demands whatsoever made by
anti-social forces that threaten the order and stability of civil society, or intend to obtain an unfair advantage
from companies, and Santen endeavors to ensure the proper recognition and thorough compliance thereof by
all of the officers and company members.

Furthermore, Santen promotes activities to avoid in advance damages by anti-social forces and entities, by
building and maintaining close collaboration with the competent police offices, external specialized
institutions and the like to proactively collect information concerning such anti-social forces and entities, and
such information is shared by the entire Company.

V. Others
1. Adoption of Anti-Takeover Measures

Adoption of Anti-Takeover Measures Not Adopted

Supplementary Explanation

2. Other Matters Concerning the Corporate Governance System UPDATED,
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1. Basic Approach to Timely Disclosure of Corporate Information

Santen has established the Santen Code of Practice that stipulates standard corporate ethics as the base of
the corporate activities of all of the officers and company employees in order to conduct such corporate
activities from a common standpoint.

The Santen Code of Practice stipulates its basic approach to the disclosure of information whereby Santen
is to not only disclose reports and information prepared regularly concerning its business, but also to timely
and appropriately disclose corporate information, as well as handle formalities, such as those concerning
permits or approvals by, reports to or filings with governmental authorities, without any false representation
or causing any misunderstanding. Based on the foregoing, Santen commits to make proactive, fair, easily
understandable and accurate disclosure of information.

Furthermore, the Santen Code of Practice has been translated into major languages and posted at Santen’s
internal portal site, and concurrently, it has been distributed to all of company officers and company
employees to ensure the proper recognition and thorough compliance thereof.

2. Departments Handling Information

Santen has established a Corporate Communications Group (“CCG”) as the department involved in
handling internal and external information. CCG plays the primary role in timely disclosure, by handling in an
integrated manner the information from the individual divisions including the subsidiaries and headquarters.
CCG endeavors to improve the system to be capable of collecting information on matters required to be
disclosed, prevent disclosures mistakenly made without first obtaining internal approval, as well as disclose
accurately the content of any critical incident that may have a material effect on Santen.

3. Information to be Timely Disclosed
(1) Information concerning Events that have Occurred

Santen makes daily efforts to collect information regularly in accordance with its Risk Management
Rules. Upon the occurrence of any event that may evolve into a material risk, or if such an event is reported,
the Risk Evaluation Committee will gather the relevant facts, and concurrently therewith, evaluate the impact
thereof. If a matter has occurred that could be a material risk needing attention, then a Crisis Response
Committee shall be established headed by Santen’s Representative Director. Based on Santen’s Risk
Management Rules, the committee will endeavor to collect information and consider the necessity of
disclosure concerning the information collected.

If, upon the consideration of the departments relevant to the information and the CCG, it is determined
that disclosure is necessary, then information shall be disclosed after the acknowledgement of the Head of the
Finance Division, who is a Senior Corporate Officer, and the approval of the Representative Director are
obtained.

(2) Information concerning Corporate Decisions

CCG shall obtain information concerning corporate decisions through meetings such as the Board of
Directors’ meetings or other meetings attended by the management and the committees, and consider whether
or not it is necessary to disclose such corporate decisions.

If, upon the consideration of the departments relevant to the information and CCG, it is determined that
disclosure is necessary, then information shall be disclosed after the acknowledgement of the Head of the
Finance Division, who is a Senior Corporate Officer, and the approval of the Representative Director are
obtained.

(3) Information concerning Financial Closing

As to information concerning financial closing approved by the Board of Directors, CCG shall consider
whether or not disclosure is necessary, taking into account the recommendations by the finance and
accounting group, and it shall be disclosed after the acknowledgement by the Head of the Finance Division,
who is a Senior Corporate Officer, and the approval of the Representative Director are obtained.

4. Disclosure Criteria
The necessity of disclosing specific information will be determined pursuant to the criteria described
below:
(1) Guidelines on disclosure of information stipulated by the Tokyo Stock Exchange
(2) Applicable laws and regulations including Japan’s Financial Instruments and Exchange Act
(3) Guidelines on disclosure of information established by Santen independently
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5. Disclosure Methods

Corporate information approved to be disclosed will be promptly registered by CCG with the Tokyo Stock
Exchange Timely Disclosure Network (TDnet) and timely disclosed, and disclosed fairly to the shareholders
and investors through various means such as mailing of materials, press conferences, and posting to Santen’s
website. Furthermore, Santen endeavors to ensure proper and thorough internal awareness by posting the
information disclosed to Santen’s internal portal site.

6. Improvement of Monitoring of Timely Disclosure System
The Corporate Auditors and the Internal Auditing Group will assess, from their respective standpoints, the
timeliness and appropriateness of the information released to the public.
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General Meeting of Shareholders

Appointment / Removal Appointment / Removal Appointment / Removal
w} ) 4 \ 4
Board of Corporate Auditors | aygit Board of Directors
Four (4) Corporate Auditors > Seven (7) Directors : :
(including three (3) Outside (including three (3) Outside Accounting Auditors
Corporate Auditors) Directors)
A A ) . A
/_\\_/&Jdge Appropriateness of Accounting Audit
N__]
Report (Cooperation) c
c| r N
E — Corporate Strategy Committee*
c 4§ J
a
Audit Appointment /Removal El r Y | Accounting
- el Nominating Committee* -
Supervision | & ominating L.ommittee Audit
i ’
Cooperation r N
L_{ Executive Compensation Committee*
\4 4
\
Representative Director,
President & CEO
— CSR Committee

4{ Internal Auditing Group ) g

- Compliance Committee

(. J
Internal Audit
( N\
L Risk Management Committee
(. J

Divisions and Subsidiaries

*These committees are voluntary and not part of the statutory “Company with a Nominating Committee, etc.,
System” under Japan’s Companies Act.
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