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President Isao Teshirogi and Yoriko Goto Dialogue

Beyond the evolution of governance - enhancing corporate value
through diverse perspectives

Isao Teshirogi, Ph.D.

Representative Director, President and CEO
Shionogi & Co., Ltd.

Graduated from the University of Tokyo Faculty of Pharmaceutical Sciences, joined
Shionogi & Co., Ltd. in 1982.In 1987, stationed at the New York office in the United
States. Returned to Japan in 1991 and was assigned to the Development
Government Affairs Department, but was stationed in the United States again from
1994 to 1997 on secondment to a capsule company. After returning to Japan,
worked in the President’s Office and in 1999 became General Manager, Secretary
Office and General Manager, Corporate Planning Department. Became Director in
2002, Executive General Manager, Pharmaceutical Research & Development
Division in 2004, Senior Executive Officer in 2006, and Representative Director and
President of the Company in April 2008. Assumed current position in July 2022.

SHIONOGI's governance structure has evolved uniquely
as a company with a Board of Corporate Auditors,
deepening the involvement of Outside Directors. In June
2025, we transitioned to a company with an Audit and
Supervisory Committee, aiming for further improvement
in management quality. In this dialogue, Outside Director
(Audit and Supervisory Committee Chairperson) and
Representative Director, President and CEO discuss the
background and significance of this institutional

Yoriko Goto
Certified Public Accountant

Graduated from Keio University Faculty of Economics. Joined Deloitte Haskins and
Sells International (now Deloitte Touche Tohmatsu LLC) in 1983, primarily engaged
in audit services for major financial institutions. Served as Executive Officer in
charge of Financial Services at Deloitte Touche Tohmatsu LLC, among other posi-
tions. Has nine years of experience stationed in the United States, and from 2012 to
2015 participated in the World Economic Forum in Davos as the only female repre-
sentative of Deloitte. Was appointed Chairperson of the Board of Deloitte Tohmatsu
Group in 2018. Outside Audit and Supervisory Board Member of Shionogi from
June 2023, Outside Director (Member of the Audit and Supervisory Committee)
from June 2025.

transition, as well as the ideal governance approach for
sustainable enhancement of corporate value.

What we aim to achieve through the transition

to a company with an Audit and Supervisory
Committee

Goto When | first looked at our Company’s governance
structure, | was initially surprised that despite being a com-
pany with a Board of Corporate Auditors, Outside Directors

had comprised a majority for over ten years, and both
Nomination and Compensation Advisory Committees were
functioning effectively. The Board of Directors had an
atmosphere where everyone, including outside auditors,
could speak freely, and | felt that operations were substan-
tially very advanced. What was particularly impressive was
that the executive side welcomed outside perspectives. |
could see how they faced questions and concerns about
agenda items head-on, and through these exchanges, the
quality of explanations improved.

Teshirogi Starting in 2009, we gradually invited outside
members to participate, taking time to build our structure.
We shared important agenda information with our outside
corporate auditor in advance and encouraged their input,
so board discussions were lively and sometimes extended
for long periods. Outside officers’ observations often
improved the precision of executive decision-making, and |
believe we had reached near-perfection as a company with
a Board of Corporate Auditors. However, no matter how
substantially our outside auditors were involved, they ulti-
mately couldn’t participate in final voting, and | felt this
was a structural limitation. There were several reasons for
our recent transition to a company with an Audit and
Supervisory Committee, but this was the biggest factor.
Goto |did feel | had ample opportunities to speak at
both board meetings and the two advisory committees.
The executive side had an attitude of carefully considering
even uncomfortable opinions, and | felt there was a foun-
dation for high-quality discussions. On the other hand,
since | wasn't in a position to participate in resolutions, it
was hard to see how my opinions influenced final deci-
sions, and there were times when | felt a certain distance.
Also, | wasn't able to grasp all of the executive decision-
making processes through the Board of Auditors, and | felt
there were structural limitations to achieving audits that
could thoroughly examine appropriateness.

Teshirogi Since formulating our Medium-Term Business
Plan STS2030 in 2020, we have reviewed board resolution
matters on a risk basis and changed our operations to
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delegate as much as possible to the field level. Accordingly,
the board needs a structure that can properly address
important management decisions, and | see this transition
to a company with an Audit and Supervisory Committee as
an extension of these governance reforms.

Expectations for Members of the Audit and
Supervisory Committee and their new roles

Goto Through this transition, | now have voting rights
as a Director and Member of the Audit and Supervisory
Committee, and | feel my responsibilities have become
heavier. While auditing is generally seen as a “stopping”
role, | believe proposal-driven auditing that encourages
“this is how things should be” and “this is how we should
proceed” is the future. | feel that perspectives for evaluat-
ing the appropriateness of decision-making and attitudes
for grasping field realities through dialogue with employ-
ees are becoming more important.

Teshirogi At your suggestion, we have set aside time
for reports from the Audit and
Supervisory Committee at the

) beginning of board meetings. By
'u_l first sharing the perspectives of
2 ] the members of the Audit and

Supervisory Committee, the direction of subsequent dis-
cussions becomes clearer, and we are creating a flow that
allows Outside Directors to engage more proactively.
Going forward, we want to accumulate such innovations
while further enhancing the board’s overall sense of
responsibility and unity, and further refining the quality

of management decisions.

Goto We are also building a system to strengthen coordi-
nation with internal auditing and keep an eye on the entire
group. Previously we were on the receiving end of informa-
tion, but now we aim for a relationship where internal
auditing and the Audit and Supervisory Committee work
together, looking in the same direction. At the same time, |
want to increase opportunities for dialogue with employ-
ees to directly understand realities in the field. We Outside
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Directors, especially Members of the Audit and Supervisory
Committee, have a responsibility to view the Company
from the inside while also examining management direc-
tion from the perspective of stakeholder representatives.
Rather than just receiving explanations, we need to verify
with our own eyes and ears whether the content is socially
appropriate, and question it when necessary. | believe this
attitude leads to trustworthy governance.

Teshirogi You are absolutely right that having you con-
tinue to question management appropriateness from an
outside perspective is extremely valuable for the Company.
Sometimes harsh observations help deepen our own think-
ing and improve the precision of our decision-making. |
believe that having outside eyes prevents us from becom-
ing too biased toward corporate logic, leading to truly
open management.

Goto When | recently visited our Settsu and Tokushima
plants, | witnessed employees working earnestly and con-
ducting careful cross-departmental exchanges. What was
particularly impressive was that quality control was prop-
erly rooted in the field and being implemented faithfully.
At both plants, | could feel firsthand that systems were
actually functioning in reality, making it a very meaningful
inspection from an audit perspective.

Teshirogi This year, we plan to continue creating oppor-
tunities for you to visit our sites. For field employees too,
opportunities to explain to and exchange opinions with
Outside Directors serve as good occasions to reaffirm the
significance of their work and the importance of
accountability.

Accountability and governance that advances
with growth

Teshirogi In our board with a high ratio of outside
officers, how clearly we on the executive side can explain
greatly influences the quality of decision-making. Rather
than relying on technical terms and abbreviations, we care-
fully convey the overall story including background infor-
mation such as the reasoning and thinking behind our

decisions, which strengthens Outside Directors’ sense of
conviction and creates constructive discussions. | believe
such exchanges ultimately lead to decisions that support
corporate growth.

Goto We, Outside Directors, are
required to make multifaceted
judgments within limited time.
That's why having narrative that
includes background and the big o B
picture, rather than mere reporting of facts, allows us to
more accurately grasp management direction. | believe
well-targeted explanations not only improve the precision
of advice from Outside Directors but also provide support
for approaching the larger goal of enhancing corporate
value.

Teshirogi Questions from Outside Directors contain
perspectives we ourselves dont notice, and these become
opportunities to break management complacency and
re-examine the essence of our challenges. Including harsh
observations, | think the board functions as a serious arena
precisely because we have open discussions. To further
improve the quality of decision-making for growth,
accountability and transparent discussions will become
even more important going forward. Particularly in aiming
for long-term corporate value enhancement, we need the
resolve to fulfill accountability that looks to the future, not
just short-term results. We want to build conviction about
the future while gaining outside perspectives.

Goto Corporate governance should fundamentally be
balanced with growth. From audit and supervisory per-
spectives as well, | want to continue conveying opinions so
that the Company can sustainably create value.

Teshirogi | feel that our Outside Directors serve as a com-
pass for us as we carefully determine our growth direction.
Having you frankly ask “Isn‘t that wrong?” improves the
quality of our decision-making and brings conviction to our
challenges. Going forward, we want to continue open
discussions backed by trust while aiming for further
enhancement of corporate value.
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