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BEREIAL S OBEE (3R

FR(EHRIRER)

We welcome and support the exposure draft of the Japan Corporate Governance
Code, and we commend it for being progressive, practical and business friendly.
The draft covers many of the essential areas that other corporate governance
codes globally and regionally have sought to address. It highlights the importance
of the role of investors and shareholders as “important partners for companies”,
and we believe it will be helpful in promoting mid-to long-term investing in
Japan. The requirement for the board to establish “an environment where
appropriate risk-taking by the senior management is supported” is refreshing.

FEF, BAOO—RL—MNF R -a—FRENEESN-CEEE
W-FiET5EEHI12, HHH-REMNT, BEFFICE>TEBLLRNBEEST
WBIEEMET 5, KAo—FRZEE, hEOI—RL—rH/N\F2R-a—F
PERYHA CELTRAREDED Z<EN/N—L TS, Aa—REEE. TE
BEHOBELGN—,F—1ELTOBREROKREDEEIDEEHEETRL
THY., BADOPREMAIREDIREIRIDLDEELTIVS, MIFEE
ERIZ & BELE) RO TAVERZDBREBBEITIZEIEVS TR EED
EHHE. T THD,

We are hopeful that investors will be able to encourage companies to indeed
support the adoption of the Code and develop stronger relationships that foster
long-term economic growth for both parties. We acknowledge that Japan’s
initiatives for a robust corporate governance system have accelerated in the past
few years leading to this Exposure draft.

RERD HISERICL 5K —FOIRAERALL. BEORMMSIEFR
RIZETHLYBNGEARELRITHLIICADIEITRELSFLEERFOTL
%, AEL, BEEI—RL— I NF VRO RT LOBEICHIT-BARD
E#EA D OBERTILEL . Ka—F (RE) OREIZ DM o883 T
Lo

We welcome the draft of Japan’s Corporate Governance Code (‘Code’), which
sets out guiding principles for Japanese corporate issuers. The Code, together
with the recently adopted Stewardship Code, provides a framework which
should provide both the domestic and international investment community with
important information and evidence of corporate behaviours that will help them
in their investment decision making.

FNER, BRDOREITEBESIRERAEEDT-O—RL— N F VR0
—FREDRELZHIDT B, KA3—F I, AERESN=RF21T—FIvT -
O—RFEEFST BRSNS DORERISHL T, HEDERREICRIODEELR
FROEFRITHOIHNE 5SZA 5L IBHEAERMT H5EDTH D,
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FHRTVYIAAV (E) OBERUVEAIZHT HEE

No. AV OBE (RXHER) | HR(EBRER) | EE
OFX
VI TS54 47 THORT LAV
1 | On “comply or explain”, the 2013 Annual (a2 754 F7 - ZORTLADNZDNT, | THRYIR-Favx T IMEEZFDNLIHA

Review of the UK Corporate Governance and
Stewardship Codes acknowledges the high levels
of compliance with the UK Corporate
Governance Code, yet criticises UK listed
companies for “struggling to articulate clearly
why they have chosen to deviate”. Hong Kong
has had a similar experience-despite expanding
the Hong Kong CG Code in 2012 with a
preamble on what “comply or explain” means,
the Hong Kong Stock Exchange sent a reminder
to Hong Kong listed companies in 2014 that they
need to do a better job in this area, as many Hong
Kong companies also fail to explain properly and
in a company specific manner. Other “comply or
explain” markets face similar challenges.

Japan, therefore, has both a unique opportunity
and a challenge ahead on the implementation of
its new CG Code. On the one hand, “box ticking”
should be discouraged and companies must not
confuse superficial compliance with good

EEOI—RL—FANFU R O—KRUERF
AT—FYyT-a—K® 2013 FERLE21—T
[F. 3= RL—rHNFUR-a—KRIZHT 25
WKEDIVTSAMNRBOON-—H. EED
LB EMNT(RAMNS) ®RRTEHIEEL-E
HEBAREICHREIEN EF TRV S EEHH
LTS, EELE-REBREL TS, 2012 F(C
FHI—RL—FINFUR-a—FOFEXIZa
VISAF T THRTLAV IOEKREMEL
IZEhDHoT . FHIHFMSIATIL. Z2<D
EHROSUNBEUHIODEHBBEDAETTY
ALV LTLVELNEL T, 2014 EIZ. FED
FIESHICHL. REODBLENHLHLETELTH
Bl DTS- T -ZHORTL A
RATAIHGE. U-R#BICETLTLS,
Fhz . BARIE., FfzHa—RL—rH\F>
R O—KFOEMBEICELT, F-LBW S ER
#OMAICETmMLTWNS, —ATIK. THRyY
R TAVFRDT IMBEEZFOI DAL TOaY
TS5 Bhf-a—RL—k-ANFUREF

FlHOarvIS4&T52E%, OARHLERIE
ICEKYRBMLHRBA(TIRTLA)ETSTE
M. aA—FRL—rHNFUR-a—FOBEIZH
S5HOTIFAENIEIZDONTIK. 5%, LigsHt
BUHRERNA DERINEESLLS. ERUTR
VERESIGIFRICEVNTE, BACRENZER
DT ELEGHTHEYET,

1

corporate governance. On the other, as the
exposure draft explains in Paragraph 12, offering
shallow explanations using boilerplate
expressions would be inconsistent with the spirit
of “comply or explain”.

IBRISNERETHD, thA. RED (F3X)12
ETHBEINATWSESY., VERMAEREIC
FYRBHGRAEITICLE. T2V T5/-F
T IIRTLAV IDBEICRT LD THS,

OF 1R HEIDEH-FEREDORER

VIRAI1—2

2 | We would find it particularly helpful if all public ETHORRBERAEXTIRESND 2 LIF | Aa—F(ER) TR EREA1-2@TH
disclosures were provided in English. The BOHTHEATHD. RI—F(ER)IIHKEL  SRHNORREZEDDIREL LTWLDIED.
proposed Code only suggests that shareholder LOBPEEMZENTHTT S LEZROD | HFRFRAI-1Q12HVT. . LiFRHFEHD
convening notices be available in English. In ICBFE->TWLS, BAREICH LTENDS | KREICETIBNEEREODLERERFRT
consideration of the significant overseas NEYDEENGTINTWVWSILICELE | FENLGHEBETRETORROMTE - Rt%
investments in Japanese companies, this would E. (2 TOBEREEXHTT A LR 8l | EHIRETHDIELTHYET,
be welcomed by many. Given the "comply or ShB3THAS.avTSA4F7-THRT
explain" approach, we believe that companies LAVl ORBADHLEL, ISR IERE
will have sufficient flexibility if implementation | 7 RE~NDRMAICHELRRMEEZHERATSE
poses challenges. BEFTHS,

OF2F KRILNDRT—HHRILE—E DB RE
VIREI2—4
3 | The diversity requirements should also include (RAI2-4ITRENTUND) BHRMEDEFEF. | REI2-4(IHTHZHMEOEEITOVTIE,

different ‘cultures’ and ‘nationalities’, which are
vitally important for companies expanding
overseas and appealing to different customer
bases.

BRHI XL IPTEE IZLEDRMRETRET
Hd.chiF. sHNBHERL. RGBT
EBICRRTH-HITBHOTEETH S,

ESHOEMNKRIZISLT, THEBD LS
BERZIILH . BEVABTHAEENDLDL
ERAFT.
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OF4E BHREFORE

We have long advocated for the separation of the
role of CEO/President and Chair and for the
appointment of an independent Chairman of the
board... To that effect, the OECD Principles of
Corporate Governance, on which the Code is
referenced to be based on, endorses that  “the
objectivity of the board and its independence
from management may be strengthened by the
separation of the role of chief executive and
chairman, or, if these roles are combined, by
designating a lead non-executive director to
convene or chair sessions of the outside directors.
Separation of the two posts may be regarded as
good practice, as it can help to achieve an
appropriate balance of power, increase
accountability and improve the board’s capacity
for decision making independent of
management”.

FGEEL, BV, CEO-# ELIGESE
DRENEDEL., HIEDHIBRERETA
FEFRLTE, (FR) RO—F(RE) M %
DERELTSEBT H0ECDRAIIZENTE,
IREREEEE (CEO) LEHBREBEREDE
ERBMTHIEN, TRAEHFINDHAIC
I&. EBEIFPITIRMHRIC, OB ROSE
ERESERYLRKEBEORREZEOHIESHS
LIZkY . SRS DEHRIECREENASDM
IHEARIEESNED, COZDDEIED 5 B
1. A DBED NSO RAER SN, HBAE
FERLSE  BEBISIILTERREZ
TORMEROENZEDHDODHITELL
BIEmn, BMETERMESNBELDOTH
%o 1&ELTUVS,

C1EHED CEO LERDEBIDNEEIZDOLNT
F. BAEICBVWTIEISHRDEROEZFTDE
BOABELGBELEZILNDIENDL, SHD
ERICART-EELCERELTRYET,

BE.AI— F(RE)TIE. ZEf#ED OECD
FRANZHWT.CEO LERDEEIDNEDOR
BRLELTRSNTWS MIHNEBEDOAHEE
BB LT HREVOEEMI AN IR DET
[ZoWT. WEEHNI-8DRUQIZEHLT
LWET,

...0ur policies call for at least two-thirds of the
directors on a corporate board to be
independent... We recognize that a
two-thirds-independent standard may be difficult
to implement in Japan immediately, given the
historically low percentage of independent
directors on Japanese boards. The Draft Code’s
requirement that Japanese companies appoint at
least two independent directors is a step in the

EDORYL—TIE BFREDDEEL3
DD2EWIAIMBMERESTHEERDTIND,
(FPER) BADRMRRICEH T HELMLTIRIT
BFROFNEDESICESEE, RFRED3
ORI RET HBEEZRARTESLIC
EET A LFHLNTHAI&IFEBHELTL
B DIEER2BERBETANELED R (R
B)DERIFZ. ELLWVABRNDRTYITHS,
LA LA, HERA4—10DIZENTHY

CHREORIZOWTIE, It s IR N2
ADBAETHLTH, BIZIE, 154 -FREMIZDL
THHRRICHETLEMEERTIMKRS
RICKYEBRL., TD535 2R &M+ 5 B
‘ETHILITEY BFRSICHLARIM-F
BHMERAMEETOHMEAEEZLHIEY
FABETIF BN EEZONET,

—7.RA4—8TlX. FEH DB EMLH
BRICRY I AN EERESSDILUELT S

3

right direction. But two is insufficient to form an
independent committee—as suggested as a
possible best practice in Supplemental Principle
4.10.1—to advise the board on nominations and
compensation (remuneration), where objectivity
is most critical.

BBINRNTSUTARELTRESNTINDES
. BBEMARLEZLLDHIER -HRENI<DOL
T.BHRRIMETIMINDEERERITD
E=®IZE 22 TREF+5THS,

CEITOVWTHEHELTHY. ZDHEEICIE.
BREORIZOVTH, BICHBARENERT
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VIRRAI4—8

We welcome the suggestion in supplementary
Principle 4.8.1 that independent directors meet
regularly in executive session...

To be truly effective, the code should at least
require companies to disclose whether
independent directors meet in executive session
on a consistent basis. And in time, the code
should require executive sessions, which foster a
candid exchange of views.
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We agree and strongly encourage the
appointment of a lead independent director as
well as establishing responsibilities of the lead
director towards management and vice versa.
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8 | ...While Principle 4.10 touches upon the use of [REI4-10 (X, EFREOHEFRLIES | THEBEOHITOVTE. BEAEICEWLTIE
“optional advisory committees” to enhance the ODTEEDEREZESIOFAICHNATY | SEOBRCEEOERBISIVELGTIHEEZ
function of boards, much greater focus could AN EE. BERUVBMICRIEELRZESR | Db, SEDOERCAF-EELD
have been put on the purpose and effective D EBON RSB DWTIX, 30&KE | ERELTRYFET,
functioning of key committees for audit, (DH+—HREHTHILETEREDS, ThE
nomination and remuneration. We recommend F.ZORITOVT. 2 THERERIIRIE 1A
that this be included in the next version of the ORI ANEFEERE (BELLEIEBRELOE
Code, with the additional stipulation thatevery | KEZEMMICIRE TS LEHHE T, R[E
board committee should at least have one DN=23VITEDDILEHET D,
independent director, preferably as chairman.
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9 | We also welcome the recommended best practice FHEE.AD—FRB)ICBVWTREIAT| JHEFEORITOVWTE., BABEICEWLTIX
outlined in the Code of proper consideration to ensure | L\%, I SVERFFE D Z DR BN+ 2 4EE | SEOBRBOEBOEBENVELIIELER
that independent directors can spend adequate time BLEENEEOCT LN TEDLSBUICKRE | DNBIENDL. SEDEBRICATLEELTD
and capacity in their role. In practice, we do have FTRE LEDRRNTSVTAREEHADT 5.5 | ERELTRYET,
concerns about whether some independent directors | (%, KR, —RLTZH O DEGHRETE
could accomplish their responsibilities effectively, FELTWS I S IR A, T D/ EIZED
with an apparently demanding number of directorship | BIZR =9 ZEMTEEINEMNIZDLTES
positions. While other factors such as the size of BFoTWo, SHDORIR-ZXDHEE, hod
companies and nature of businesses need to be taken | BREZZEICANDIDLETHHIHN . FAEEF. &
into account, we think companies should carefully #HA REREORECERINSZEASER-
consider the amount of time and effort that may be FAIZOWTEEITHREL ., ML 5 ERiHE
required for the role and advise a number limit for DEFHEZFRRTHEICIE. o ELLTOH
outside positions when nominating independent GIDEIEHDLEBREGEZZIRNELEZD, FAE
director candidates. And we suggest this be [E. 3—FORE/N—DavIZE. COREED
considered and included in the next version of the BHLERET S,

Code.
5
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10 | We are an organization that was founded to inspire FEE BERAI—RL—KHNRFRD | THEDEBYEEZET,

and promote effective corporate governance standards
across the world. A “true dialogue” is one in which
there is mutual respect and understanding, which can
be achieved over the course of time and effort. A
long-term relationship between the company and its
investors will benefit all stakeholders.
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