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IOutIine of Interim Report 1
JPX

Background

m |n certain cases, mainly among companies that came to have controlling shareholders after listing, minority shareholders may
not have been afforded sufficient protection.

v Information on agreements with controlling shareholders regarding the appointment of directors, etc. not sufficiently
disclosed

v How business opportunities and business fields are coordinated and allocated among controlling shareholders’ group
companies unclear

v Company did not obtain an opinion that actively expresses "the interests of minority shareholders will not be
undermined" regarding tender offer by controlling shareholder

v Company ends up with no independent director to represent general shareholder interests

m Similar cases are seen at companies with “quasi-controlling shareholders,” who do not fall under the definition of “controlling
shareholder" but have strong influence.

Issues considered

(1) Information Disclosure
After researching and examining the actual situation, TSE reviews ways to enhance information disclosure on
(i) agreements on governance at listed companies and (ii) approaches to and policies on conflicts of interest and
supervision/control of those conflicts (including how business opportunities and business fields are coordinated and allocated).

(2) Corporate Governance
The Study Group continues to discuss corporate governance including election of independent directors.

(3) Procedures
The Study Group continues to discuss frameworks for minority shareholder protection when a controlling shareholder makes a

tender offer with the aim of taking a listed subsidiary private, taking into account the role expected of special committees.

(4) Scope of Application
With respect to widening the application of frameworks for controlling shareholders to quasi-controlling shareholders, TSE
reviews (i) the definition of “quasi-controlling shareholder" in practice and (ii) what listing rules related to minority shareholder
protection should be applied to listed companies with quasi-controlling shareholders.
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IDeveIopments on Minority Shareholder Protection since Interim Report "“
JPX

2021 March Amendment to the Companies Act

» Subsidiary companies must disclose, in their business reports, summaries of the contents of “agreements
regarding important financial and business policies” made with their parent companies.

June Revision of the Corporate Governance Code

» Stated clearly in the notes to the Code that controlling shareholders should respect the common interests of the
company and its shareholders and should not treat minority shareholders unfairly

> Established new Supplementary Principle 4.8.3 for companies with controlling shareholders

v" Appointing at least one-third of their directors (the majority of directors if listed on the Prime Market) as
independent directors who are independent of the controlling shareholder; or

v' Establishing a special committee composed of independent persons including independent director(s) to
deliberate and review material transactions or actions that conflict with the interests of the controlling
shareholder and minority shareholders

» Established new Supplementary Principle 5.2.1 on information disclosure regarding business portfolio

v In formulating and announcing business strategies, etc., companies should clearly present the basic
policy regarding the business portfolio decided by the board and the status of the review of such portfolio.

December » Corporate Governance Reports submitted (in response to the revised Code, including Supplementary Principle
4.8.3)
2022 From Survey on Governance-related Agreements
January » In order to understand the actual volume of agreements that are not disclosed.
June Report by the Working Group on Corporate Disclosure of the Financial System Council

» Proposed how "material contracts" (agreements between companies and shareholders on (i) corporate
governance and (ii) sale/additional purchase of shares held by shareholders) should be disclosed in Annual
Securities Reports
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ICurrent Disclosure Framework for Minority Shareholder Protectionli!!
JPX

B The following matters are disclosed in the Corporate Governance Report and in the periodic disclosure of matters related to
controlling shareholders, etc.

Listed company with parent Listed company with listed
company (listed subsidiary) subsidiary (listed parent company)
» For providing information to > Mainly for providing information Listed company with other Listed company
minority shareholders to parent company shareholders, associated company company (listed with listed

but also has the effect of affiliate) affiliate
providing information to
subsidiary minority shareholders

Approach to and policy [N ATTTTTTmmmmmmmmmmmmm—m———— oTTTTT T Y

on corporate group (Parent company’s) approach to and  *+ Approach to and policy on corporate \| — —
management policy on corporate group group management : Disclosure examples on
management j following pages
O O O
Position within corporate group and » Reasons for having subsidiary remain; * Position within corporate group and

Position and
significance within
corporate group

other relationships with group listed
companies (including business
constraints, risks and benefits, impact

other relationships with group
companies (including business
constraints, risks and benefits, impact

‘—————.———————h\

\_----
|

on management and business on management and business
Yo 17111 M -’ activities)
e e iy " ' e mmm mw S —— e B S S S ——— - -
Contract or agreement [} ;
VAN VAN — — I
on governance P — - EE— J
O O Survey results on following pages

Policy and measures Policy and measures to ensure » Measures to ensure effectiveness of

for ensuring independence from parent company governance framework for listed
independence and » Guidelines on measures to protect subsidiary (including policy of — o
protecting minority interests of minority shareholders involvement as parent company in
shareholders when executing transactions, etc. with establishment and operation of
controlling shareholder governance framework)
Implementation status O

of measures for
minority shareholder
protection

Transaction status O == O —

Note: “O” indicates items for which disclosure is mandated and “A\” indicates items for which disclosure is encouraged.

* Implementation status of measures — — _
specified in guidelines above
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ISurvey on Governance-related Agreements
JPX

Survey Details

B TSE conducted a survey of listed companies with parent companies (listed subsidiaries) and listed companies with other

associated companies (listed affiliates) regarding the existence and content of agreements such as contracts and group

management rules that stipulate the following matters ("governance-related agreements").

» This survey covered 926 companies (323 listed subsidiaries and 603 listed affiliates) which were listed subsidiaries and listed affiliates as of January 5, 2022, excluding companies that
underwent changes in capital relationships prior to the submission of responses. The number of companies that submitted responses was 923 (322 listed subsidiaries and 601 listed

affiliates). Of these, 29 companies (8 listed subsidiaries and 21 listed affiliates) that answered "don't know/cannot answer" regarding the existence of agreements were excluded from the
results shown on the following pages.

. Category Provision Examples Purpose and Impact on Governance

(1) Matters related to nomination Right to nominate candidates for director and corporate auditor From the shareholder’s perspective, the provisions grant the shareholder
of director candidates and Right to nominate representative directors speC|aI status which allows them to easily deploy directors and senior
senior management, etc. Approval or consultation regarding proposals for appointment of management (and thereby participate in corporate decision-making) without

directors and officers having to go through the statutory shareholder proposal process.
The provisions may conflict with the functions of the Nomination Committee.

(2) Matters related to Restriction (approval, consultation, etc.) on issuance of shares From the shareholder’s perspective, the provisions prevent the weakening
maintenance of shareholding Pre-emptive right (right to subscribe to shares in proportion to of influence that is held through the exercise of voting rights.
ratio and anti-dilution shareholders’ capital contribution in a share issuance) The provisions may constrain the company's capital policy.

(3) Matters related to sale and Prohibition or restriction (approval, consultation, etc.) on transfer From the company's perspective, the provisions allow control over changes
further purchases of shares or other disposition of shares by shareholders in controlling shareholders and shareholder influence that is held through
held by shareholders, and Prohibition or restriction on further share purchases by the exercise of voting rights.
other matters regarding shareholders
handling of shares Right to request the sale of shares held by shareholders or

designate a purchaser of shares

(4) Matters related to exercise of Company can designate how shareholders exercise their voting From the company's perspective, the provisions allow control over
voting rights of shareholders rights shareholder influence that is held through the exercise of voting rights.

(5) Prior approval or consultation From the shareholder's perspective, the provisions grant the shareholder
for major decisions special status which allows them to participate in the company's

management decisions and to exercise a de facto veto.

(6) Matters related to business Agreement to avoid business competition The provisions may constrain the company's business strategy.

coordination and avoidance of
business competition

Approval or consultation on starting new businesses

(7) Matters related to continued listing (8) Matters related to appointment and use of independent directors (9) Matters relating to respect for independence and autonomy, etc.

Notes: 1. Provisions that only stipulate notification or reporting obligations were not included in the survey.
2. Provisions that fall under “(5) Prior approval or consultation for major decisions” but also other categories (e.g., decisions on proposals for election of directors or approval/consultation on issuance of

shares) are counted under the relevant categories other than (5).

3. Provisions in business alliance agreements that prohibit or require approval for business alliances with third parties involving the business in the alliance or competitors of the counterparty were not

included in this survey as it targets "governance-related agreements" and these have many aspects specific to business alliances.
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ISurvey Results: Status of Listed Subsidiaries .
JP

B Governance-related agreements exist in 25.2% of listed subsidiaries.
» Provisions that entail the risk of conflict of interest due to direct involvement in decision making - (5)
» Provisions that allow direct involvement in the selection of director candidates (limited to a specific number) in situations where the

majority of voting rights are held - (1)

» Provisions that have the effect of fixing capital relationships (which may prevent the delisting of subsidiaries) - (2),(3)

Existence of agreements Existence of provisions by category g::s:;lgi Percentage
Agreement No (1) Nomination of director candidates and senior 34 10.8%
Market Exists Agreement Number of management, etc. =7
Segment  (Percentage) (Number of (Number of Responses | N SIS s
Companies) Companies) (Of which, obligations, prohibitions, and approvals) (31) (9.9%)
(2) Maintenance of shareholding ratio and anti-dilution 21 6.7%
;;irr:::t 25.5% 27 79 106 (Of which, obligations, prohibitions, and approvals) (16) (5.1%)
(3) Sales/further purchases of shares held by 17 5.4
shareholders and other matters on handling of shares e
Slt/?anrc:(z;d 23.1% 40 133 173 (Of which, obligations, prohibitions, and approvals) (12) (3.8%)
(4) Exercise of voting rights of shareholders 1 0.3%
(Of which, obligations, prohibitions, and approvals) (0) (0.0%)
. . q
orowth 34.3% 12 23 35 (5) Prior approval or consultation 1 9 B lalddy
(Of which, obligations, prohibitions, and approvals) (15) (4.8%)
(6) Business coordination and avoidance of business 7 2 29,
competition e 70
All Market 25.29% 79 235 G4 |
Segments (Of which, obligations, prohibitions, and approvals) (5) (1.6%)
(7) Continued listing 16 5.1%
Note: Companies that answered "don't know/cannot answer" as to the existence of . . : o
agreements are excluded from the results. Hereinafter the same.) ) L PeNTE EE] Wem ot IRl pene 2 CLEES 6 1.9%
(9) Respect for independence and autonomy, etc. 43 13.7%
Notes: 1. Percentages in the right-hand table are proportions out of the total number of responses (314, including companies that responded "no
agreement”). o 9 o
2. “Obligations, prohibitions, and approvals" includes only agreements that stipulate obligations or prohibitions and items for which approvals must be 15% < _11%;0 _EOAS/D _05é/°0

obtained, and excludes agreements that only stipulate obligations to consult or make efforts and items only requiring consultation.
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ISurvey Results: Disclosure Status of Listed Subsidiaries ||||
JPX

B Looking at only listed subsidiaries, about 80% did not adequately disclose provisions in the major categories, (1) through (6),
in their Corporate Governance Reports.

B While some companies disclose (9), which is stipulated for the purpose of ensuring independence of listed subsidiaries, and
(5), almost no companies disclose other matters.

Disclosure status of major categories Disclosure status (by category)
Number of Percentage Agéee_zsnt\:nt Not
Companies XI '
> (Number of IEEERE Disclosed
Number of companies with agreement that companies)
stipulates provisions in the major categories 66 (1) Nomination of director candidates
(1) through (6) and senior management, etc. 34 5 29
Of which, all provisions disclosed 14 21.2% (2) Malptepapce @ SEra el g e 21 1 20
and anti-dilution
TEEmEmEmEmEmEmmmmmmmm—m——— === (3) Sales/further purchases of shares
Of which, provisions partially disclosed 7 10.6% | held by shareholders and other matters 17 1 16
Il |on handling of shares
i
Of which, no provisions disclosed i ) EemElED 6 el Melis 6 1 0 1
‘l shareholders
Inadequate disclosure (5) Prior approval or consultation 49 17 32
(6) Business coordination and
. . " 7 1 6
avoidance of business competition
(7) Continued listing 16 5 11
(8) Appointment and use of independent
. 6 1 5
directors
(9) Respect for independence and 43 20 23
autonomy, etc.
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ISurvey Results: Disclosure Status of Listed Parent Companies ||||
JPX

B Looking at listed parent companies, about 80% did not adequately disclose provisions in the major categories, (1) through
(6), in their Corporate Governance Reports.

B While some companies disclose provisions related to group management of the listed parent company - (5) - and ensuring
independence of listed subsidiaries - (9), almost no companies disclose provisions in other categories including provisions
considered highly important in light of group management policy - (2), (3).

Disclosure status (overview for major categories) Disclosure status (by category)

Agreement

LR G Percentage Exist Not
Companies XIStS ' o
> (Number of Disclosed Disclosed
Number of companies with agreement that companies
stipulates provisions in the major categories 52 (1) Nomination of director candidates
(1) through (6) and senior management, etc. 26 2 24
Of which, all provisions disclosed 12 23.1% (2) Malr)tepapce i S 2 ) e 17 0 17
and anti-dilution
TEEmmEmmmmmmmmmmmmmmmmmmmmmmm =T | (3) Sales/further purchases of shares
Of which, provisions partially disclosed 7 13.5% | held by shareholders and other matters 14 1 13
! on handling of shares
i
. - . | (4) Exercise of voting rights of
0,
Of which, no provisions disclosed 33 63.5% ,: shareholders 1 0 1
Inadequate disclosure (5) Prior approval or consultation 44 17 27
Note: Denominator is the number of listed companies with parent companies (listed
subsidiaries). If a single parent company has multiple listed subsidiaries, they are (6) Business coordination and
duplicated (same for the table on the right). avoidance of business competition 6 1 S
(7) Continued listing 11 1 10
(8) Appointment and use of independent 5 0 5
directors
(9) Respect for independence and 38 15 23
autonomy, etc.
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IDiscIosure Examples: Governance-related Agreements (1) ||||
JPX

B While some companies disclose specific details of the agreements, others disclose summaries.

Only Japanese is provided if the company does not
disclose English-language materials

Example of disclosure of specific details of agreement

v NIHON NOHYAKU CO.,LTD. - Corporate Governance Report (June 29, 2022)
B S1EAD E K AICKBDEHMKRONHEM T IUOE=ZFEHBEEDEMICHIED>TIE. HHEMNIIL-TESI > ZEMRTDIEHIC. H
T ORRREISOHEEZE (CIIRIESEB(C(E. BEFESHATERLK EBEHIGFU LT EOREDOHIIMZIERIDICENMUNETHDIEERX
THD., fit5., REAREFIRECEDKHEICKLD, MHADSA ITVAIORXBEORENTIGELERDICEND, EREFIEEZNC T, St
DEBZHFFL. D OEHOBEFMIIREDHBFZFRAEITDICERECDNT., FAHHEDRBITERESNTHENET,
(omitted)
BB, BHERSH EDRITTOEAREFIBEZNOMEZ (I TDES DT,
@ Bm
LB IR HE. BHoBEMIREOH#HIFIZREEEUDD. BWIH AL T, MHEOEREFIBECID. BHORESFEZ(IUH
EFTBSA ITHA T RBE(TZRDIEIENETBD LNEENZEERIT - HEIT DI EICKD, MtDOtEMEERRESEd I E2BNET S,
Q@ _LIZHERF - (LR
PRt RUOHME, BHOEM B LSZHF T EBRUETDHZE U THARESRKNSHZHMIF I D EaEARARTITET D,
® I1ZEIE%IE
Fatd, HHoRREWE®R (T20. B8R UEE®RIEIR<. ) EBEnL. 16[CHStOEMERBEIGZE=L TEIEE(IZE
L. 8ZLR&ET D, Fie. HEEUT 1 KBDIHENE U DIHE(CIE. Wzt DIE TS, ) DHEMHDOEFFE (BERSEEE THIEFFRTHD
N ENLIDOEFER TH AN ZRINT . TNENICDWVWTIER T D ABDLEREBOIR. 55 1 AEAEREHER ETD. o, #Hsdn
8 ZDEUH S Z1IER T DIZE(CIE. TDDE 1 AFMIIHEF R ET D, ) ZIERITDIENZEITDIENDET D, BB, SICHITDIER
EEE THIEFELNDEGFERDEEI11ZUAN. BERAEFEZE THIBFRDODERISZLLUNET D, £lZLU. HASHOBRIDERICLD
FGEZEEITIZRIXTDIRED TIEIRLY,
@ FHREIZE
Ht(E. REHOEFIOERMICKDFEZESLHEZRE. MRE (oK. FRFHE. AT> 3> iE RREIZEZDMDHTOR
RNZES TEIENZED, ) OFIT. WD FRIGEZITHOIRVWEDE L. BEFEITEMTONDIEE. Fisttd. BEFETEMNMTOND
BRI AICHITDILHEMNBDRMERBEISZHIT I DCHOICWERHEDHKREZ. BEFEITEH(EZDIRANEFDOIIASEEFT 2 (I T
1& EE—DMIE(CHNWTEIEZITDIEFZE T D,
® EBIREORNT
NHEMERUEHMTE, KERERIREZNEOBMNZIEMT DD, UTORBOERIREZITOBDOEL. TOEANARL. mrtE@D
BERICKDRETDEDNDET D,
(omitted)
® AREREFBIREIZDRT
AREARZEFIREZN(E, MASBENARZNOR TEZER CERUCIEEE. —EDEHMNEUEBE. 8T95,

Note: Relevant parts of each company’s disclosure have been extracted and partially edited for inclusion here. Blue text was added by TSE.
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IDiscIosure Examples: Governance-related Agreements (2) ||||
JPX

. . . Only Japanese is provided if the company does
Example of disclosure of specific details of agreement not disclose English-language materials

v/ Japan Aviation Electronics Industry,Limited - Corporate Governance Report (June 23, 2022)
=5(C. NECICKDEHHKK(ICH TDIAMEMIT(CHIZD. MBEDEZ(CHNT, SHKADO SR, S0 HEEtE U CEER
IREEZITDOTE. NECOSMICH T DIHMERBLERZS51%UT ETDT & MUICNECH SO LR FEDHEFRDITE(C DUV T+ (AR
THTERECDEERELTED. TDEZ2016F11H28HDOHEXAHAEMIFICEAT IEHDERKRAICHIZDHARLTEDFT,

v' Japan Tissue Engineering Co.,Ltd. - Corporate Governance Report (July 20, 2022)
. B 2021F1A29BM THEARASH EUTOEN = FE LE U,
- BAREIFIREEN
AREHDHFRT, FAIFAGEFEC LT, SHEUTOFIEZITUXITRE T DIHEICIF. HHFBEZITOX(IEHZREZITOHDELL L2
BEERETICHBACKH UEACKDBEHZITL). BRIOBHEICKDIEAFEZEIEITDHEDELTNET,
(i) FEHAXIIBEESTDOREE)
(i) EBRIEEZECZEITDIE UL (EFEDEENDHDITANXI(E LIZFEIEDEHEE
(ii) BE=F L DB TOREFRE (CFHELUT IEBIRE (ERSHOFINUS A2 ADM5ZED)
(iv) *EEZE. &6 R, SHDEl FREOREE U ([EF—BOEBENXIFER ETDMINSICET DITH

v CHUGAI PHARMACEUTICAL CO.,LTD. - Corporate Governance Report (April 4, 2022)
In December 2001, Chugai and Roche Holding Ltd. [Head Office: Switzerland] entered into a basic agreement on a strategic alliance. Roche owns
59.89% of the total issued shares of Chugai and is the parent company.
In accordance with the alliance, Chugai has become Roche’s single pharmaceutical company in the Japanese market, and has the right of first
refusal on the development and marketing in Japan of all development compounds advanced by Roche. Moreover, Roche has the right of first
refusal on the development and marketing of all development compounds advanced by Chugai in markets outside Japan, excluding South Korea
and Taiwan.
The aim of this alliance is to establish a new business model that differs from conventional practices in corporate acquisitions and the formation of
joint ventures. Although Roche Holding includes Chugai in its consolidated accounts, Chugai functions as an independent listed company and
makes all of its own management decisions based on the principles of self-governance. In addition, regarding the purchase and sale of Chugai
stocks by Roche, the two companies have entered into arrangements to maintain the listing of Chugai shares since 10 years after the merger (on
or after October 1, 2012).

Example of disclosure of summary of agreement

v TOMEN DEVICES CORPORATION - Corporate Governance Report (June 24, 2022)
M ENBRIEDS0.14%ZFIE L THDFT ., HEH THIESHEBRINSHEDB T, SHOEZERIMBENRUEEDSE (CRET DHRER
SREFHE, RUORELOEZEFIACEAL,. TOERUCIGU T, BT, SRHERFICEERBREZREDICLZERULTHDET,

Note: Relevant parts of each company’s disclosure have been extracted and partially edited for inclusion here. Blue text was added by TSE.
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ISurvey Results: Status of Listed Affiliates I
JPX

B Governance-related agreements exist in 21.2% of listed affiliates.
B These exist proportionally regardless of the percentage of ownership.

Existence of agreements (by shareholding percentage of

Existence of agreements (by market segment) largest shareholder)

. [\ [o) Shareholding ;
Market Agreement Exists Agresment! INUmbariof O—" Agreement Exists No Agreement Number of
Segment (Percentage) (Number of (Number of Responses Largest (Percentage) (Number of (Number of Responses
g Companies) Companies) Shareholder g Companies) Companies)
Prime Market 23.1% 56 186 242 <20% 21.1% 20 75 95
Standard !
19.3% 57 239 296 |
Market o 20% - 30% 233% | 56 184 240
Growth Market| 23.8% | 10 32 42 |
’ 30% - 40% 18.2% 37 166 203
AllMarket |~ 2920 | 123 457 580
Segments ; i
40% - 50% 23.8% 10 32 42
Total 21.2% | 123 457 580

Note: Shareholding percentages of the largest shareholder are based on each company's Corporate
Governance Report. As a rule, the percentages are those of direct holdings and do not include
indirect holdings.

© 2023 Tokyo Stock Exchange, Inc. 13




ISurvey Results: Status of Listed Affiliates I
JPX

B To a certain extent, provisions exist that are important for investment decisions by minority shareholders.
» Provisions that enable direct involvement in the decision-making of a listed company through the appointment of
directors and senior management - (1) - and through approval and consultation - (5), even for those holding less than
half of the voting rights
» Provisions that allow shareholders to maintain influence based on their voting rights - (2) or allow companies to control
that influence - (3)

B Provisions exist proportionally across categories regardless of the percentage of ownership. 5% < [ 1000 | 3% | %o
Existence of provisions by category
(1) Nomination of director candidates and senior 90 15.5% 17 17.9% 40 16.7% o7 13.3% 5 14.3%
management, etc. 5 5 5 5 :
(Ofwhlchobllgatlonsproh|b|t|onsandapprovals) .................................... (83) ....... (143%) ......... (16) ....... (168%) .......... (38) ....... (158%) ........... (23 ........ (113%) ........... (6) ......... (143%)
(2) Maintenance of shareholding ratio and anti-dilution | 89  102% { 8  84% | 59  113% | 18  89% | 6  143%

(Of which, obligations, prohibitions, and approvals) (53) | (9.1%) (7) @ (7.4%) (24) | (10.0%) (17) = (8.4%) 5) i (11.9%)
(3) Sale/further purchase of s_hares held by shareholders 42 729, 8 8.4% 21 8.8% 9 4.4% 4 95%
and other matters on handling of shares g 5 5 ; :
(Ofwhlchobllgatlonsproh|b|t|onsandapprovals) .................................... (34) ....... ..... (59%) ............ ( 4) ......... (42%) ........... (18) ....... (75%) ............. (8) ......... (39%) ............. (4) ......... (95%)
(4) Exercise of voting rights of shareholders | 5 09% | 1o M% 1...04% | 1....05% | 2 ...48%
(Of which, obligations, prohibitions, and approvals) (5) (0.9%) (1) (1.1%) (1) (0.4%) (1) (0.5%) (2) (4.8%)
(5) Prior approval or consultation | 58 100% | 7 7A% | 29  124% | 17 84% | 5 . .M9%
(Of which, obligations, prohibitions, and approvals) (26)  (45%) | (2 | (21%) | (11) | (46%) | (11)  (54%) | (2) @ (4.5%)
(6) Busi_n_ess coordination and avoidance of business 14 5 2 4% > : 219 5 219 6 5 3.0% 1 5 2 4%
competiton 1
(Ofwhlchobllgatlonsproh|b|t|onsandapprovals) ...................................... ( 8) ......... - (14%) ............ ( 2) ......... - (21%) ............. (2) ......... (08%) ............. (3) ......... (15%) ............. (1) ......... (24%)
(7) Continued listing 17 2.9% 3 . 32% 5  21% 7 34% 2 | 48%
(8) Appointment and use of independent directors 7 - 1.2% 2 - 2.1% 2 . 0.8% 2 - 1.0% 1 - 2.4%
(9) Respect for independence and autonomy, etc. 33  57% 5 . 5.3% 11 4.6% 11 . 54% 6 . 14.3%
Number of companies 580 | 95 | 240 | 203 | 42 |

Notes: 1. "Number of companies" on the bottom row represents the number of responding companies by each shareholding percentage (including companies that responded “No agreement”). Percentages in
the table are the proportions out of this number.

2. Shareholding percentages of the largest shareholder are based on each company's Corporate Governance Report. As a rule, the percentages are those of direct holdings and do not include indirect
holdings.

3. “Obligations, prohibitions, and approvals" includes only agreements that stipulate obligations or prohibitions and items for which approvals must be obtained, and excludes agreements that only stipulate
obligations to consult or make efforts and items only requiring consultation.
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I (Reference) Disclosure on “Material Contracts” in Annual Securities Report (1) !lpl)!

Report by the Working Group on Corporate Disclosure of the Financial System Council (June 13, 2022)
N. TODBIRICHRDEBIZRE

1. [EZERIZN] ORxR

(2) % - REBOH/N\F P X(CHTIER
EEEKEBOH/INFORCHTIERE. —MIC, HZEEOH/NFXAOZRENDHZENKEL ., SEHIRICERRREEZRIII
ERRIATN, BURRHINRDHEND.

BHENOEV U IJECLINE, BEEKREMOH/N\FXCHTDIERELTE. UTOEEDEDNHE5ND.

(i) %RELSSHDOEED—EHMICOWNT., EHEZIEANIHET IEFZHEIIEDERE (RERHEERIESDODER)

(i) HECKDBRIETEC—EDHIRPRAFZAIANBDSE (BRIETEATZIRT 35K

(i) RESHICKDI—EDTH GkOFET. HBBIRTRS) (COF. KEXDFADHERELHRBRSFERMFLITINBTOAER (FaALS
HEICHAT368%)

Wi, £& (i) o Gii) (& REESRUEDBERICENWTERROBLERENBNEEZEZ SN D,

TPEDOHRRRZEHD E. KEANKEREREE RENAEREEDBE) BNOHRBAICHBVLWTEERNTSEZHRLUTWBICE
N5, PEAIDRRICHNT,
o HEEBDOHFEENREINTULRWES
. BEEBDOFEEDIMNZBZIN. TOEFANREH RSN TULVREHS]
EHEND,

TOURRZRFRX D L. D<K CEHIE 3REDERZSVZMINERIKE LOBTHE SN TLDIEE., [BEELEN] &LTH
2 DABTFEDOFH RN RDESN D Z L2 PREILIRETH D,
ZDHAICHITBIRRAETLE LTI,
- ZHOME (FER. 2ZHNEEE. ZHNOIERE. SEEDOERNAESE)
- BREOEN
o HZEHOFFEICE T DHRL/F 2R (1F(C, BFER(CHITDIRFTRE)
BEDODHINFURCEADFE (REZSZXRVWEERDIBE(C(E. TDIER)
FZLBHINES L ZREILINRETH D,

Only Japanese is provided

Source: “Report by the Working Group on Corporate Disclosure of the Financial System Council -For Building a Capital Market that will Lead to Medium- and Long-term Improvements of Corporate Value—"
(June 13, 2022)
Note: Bold text was added by TSE.

© 2023 Tokyo Stock Exchange, Inc. 15




I (Reference) Disclosure on “Material Contracts” in Annual Securities Report (2) "“
JPX

Report by the Working Group on Corporate Disclosure of the Financial System Council (June 13, 2022)

N. EDMDRRICHRSERIZRE

1. EEREN] ORxR
(3) &5 - KEFMOKERBHRADLS - HIEUFICEHTIER

EREGEHOKERBHRADUNPERUSFICHT ISR, EORARAORIRPCESEATFICIHU. HIBCREZSX. EHERC
—EDHEEREFITCENRIAFTND NS, TNZBFIATTEURZRRINRDOSND.

BHEHEANOE7 U ITEFCINE, BEKEIHOKERBHRINICEHTIERLL TR UTOREDEDHHS5ND.

(i) REROFRDFEAR S B=EBENDRECDMDUNZITS CLZ2RIETINETDOER (REHNDREFORIL - HIRDOER)

(i) BRECHU., —EDHEZSEBRADCELRBIFBTHERNDOEEUZREILTIABTDERE (RERRDEIEUVDRILICHATIER)
(i) BREDVHBLRCBUZERSIRIEZE I IABTDER (KNDORBLEROHITOER)

(iv) ZREEHRICRBZRNDTEZFRIT DI EHNTETIABTOER (ZURERORBERNDTTEFRROGE)

TEOFHRMREHD . BT DR(CHTDIEREAR. REANRKRSREREZEETHRILTCVDICEMMDST . BEAMNFHRLT
WRWT—ANHEND. Flo. 2RSSR EREBRNICE T IEROFENFHREINT . B KT EOBOIEMNERTEL Uz Bk
(C122 TR THEAERDFENFRSNBHINEHS5ND.

TOURIRRZRFRAD & MK EERHIEE 4 BEOERZEVENNERLMKE LOBTHE SN TLDIHEE, [EEREZN] &UTH
ZEDOANBTEZEDHRNKOSND T EZPHEILINETHD.

ZDHAICHITBIRTIATLE U T,

- ZOME (ER. 2NEFE. ZHNOEXEER. SHETORFMHANES)
- BROBEN

- HRREZ O (CR T DA/ (TR (IS, BFR=(CH T DIRFTRE)
FEEHINSCEZREIEINRETH D,

132E. BARNIGHRABRICDOVWTE. %RAREDFIRE(CILGC THROBAMNEDDS ZEERESND NS, FIXE. HRURELEX
N—TEKELUTDRE(CHRNSZERIETDRE. BENHEEZIRT I DI EEEASND.

Only Japanese is provided

Source: “Report by the Working Group on Corporate Disclosure of the Financial System Council -For Building a Capital Market that will Lead to Medium- and Long-term Improvements of Corporate Value—"
(June 13, 2022)
Note: Bold text was added by TSE.
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Disclosure Examples: ““
Positioning of Listed Subsidiaries and Business Segregation (1)

JPX

B Only a few listed subsidiaries specifically explain in their CG reports the business segregation within the group from the
subsidiary's perspective as part of the parent company's group management policy and approach. In many cases, there is
no mention or only a brief explanation of the parent company's group management policy and approach itself.

Disclosure of “matters related to controlling shareholders, etc.” are mainly factual descriptions of business, personal, and
capital relationships.

Only Japanese is provided if the company does not disclose English-language materials

v SMN Corporation - Corporate Governance Report (June 27, 2022)

YOI —-TFV DI -THREsHZzHh L E UREER (UT TVZ—JIL—T] £W\W3, ) KBLTEDET, VI—JIIL—THASHDOTETF
S THDIYV I —HAstHOTEFaL (VI—IDII—THASHOTEHERT) LU TEHKAZERRE I IRIM THDIYV_—Ry hJ—oO0=a2=
T—23a ARG ITLOMOZIX - OOV &Y I1—23>nH] CEDEN. HETIIL—TBFZDOHRCHNTA>Y—Ry hEET—EX
ZREIDEEEFE UTAIEMTONTHDFET,

V=) —TAICBNTE A >F—Ry hEEY—EXZRMAITIEEEIMCEFECEIN, H1tJIL—T(FECRTBZEER LIZDSPZEILSEERY
LERBEEMIT I IDIFTEXZERNCEVWTEMLTED., INSDOBEEDSERVEMMIE(ICHITDIHRSEFECTHEDFREA.

INSDTENS, HHIIL—TBE(CFZDIYVZ—DIL—TARCHEITDIHEEFECTHE ST, FLHABFRTESEREITDIFERVNEDEZH#HLTED
FIN RSV Z—D)IL—TDREAHCEENE UIHEE(CE. ST —T OEECMBIRE(CREZ R(FI TGN DD ET .

SMN Corporation - Periodic disclosure of matters related to controlling shareholders, etc. (June 29, 2022)
FRSHI I —T(CHBFDAERT)

BRI TV DI TRtz E UeREER (UUF TVZ—-JIL—F] £0D) CBLTHDEY, VZ—JIL—THKRAESHOTEFS

#HTHDYV (AU DOTEFEAE U TEHMMRZEIERRE I HRSHTHRIV - —RY NID—UOZ1 25— a>XAKAaStE [T>9F7A A
N0 -8&B—EX] (XD, HETIL—TEZDHRCHNTHA > —FRY MNEEH—EXZERIITEERE U THUEMITFSNTEDET,
(FHatJ)IL—T EOEG | BR)

LHHRZEREREI DR THRIV I —RY N1 25— aikikatt & d. STIIL-TDF7 R0 02 - KRUZDMICH VN TES| %=
ToTHDFET., HETIL—TDF7 RFo_O>—(CHUTIE. DSP lLogicad] DIRFEEZEITO>THNET, TOMICHBWTIE, VI—RYy ND—IUOD=2
=23 AR ESHMRE T IR—FILH A b [So-net] DILEERDOEBERMEARGEZITOTH D, HEJIIL—TEITNSOI>FT>2VITAD T, 18
HINDLEZRELITDCEICKD. [So-net] DILENEDRAEEZIEBLUTHEDEIN,. WINE—AREB|T EEKRICEES| EZ L&A TEBIZMSF
ZRELTHEDET,

(HRattd)IL—F D NHER)

2022 6 29 HREICHENT, HHIIL-TDOREH THDYV_—RY ND—00Z 2125 -2 3 > AKRSHOEBTE 1 GZRELTLET, F*
FUTVBRERUTDESDTHDETY,

(Text following this about titles, names, positions in the corporate group, and reasons for appointment is omitted)

Note: Relevant parts of each company’s disclosure have been extracted and partially edited for inclusion here. Blue text was added by TSE.
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Disclosure Examples: ““
Positioning of Listed Subsidiaries and Business Segregation (2) JPX

Only Japanese is provided if the company does not disclose English-language materials

v' Cyber Com Co.,Ltd. - Corporate Governance Report (July 19, 2022)

‘_—Lﬁi(iﬁ/\?ifai%eaj:yj MRSt ZHRLETIELTVINMIL-TICBLTHDET. ELVINIIIL-TCHNTIE [EIIL—T
TENMER (Ut ELTOEREBEN - FARMEEEI D] EOTIL-—TXHEBEEZED. &JIL—TEENMMBOAHECLDS
¥EMZIDEEBIC. JIL—TENBZLADODRFRZENUIZTSATVORZHEL TV ZEICKD, JIL—TE2EREUVTOREZRIRLT
W ZEZTIL—THEHRELTHEDET,

COXDSRHPT, HttF. REEHFERTEERIMZEN UHIECEBODEF T CTIRL S FHRITDIYVI NI T FHRESEZETNEELLTCH
NET, Ffo. BRMEITIER-_—X(CBIEZITDEHC. Ry NI—0/P—)WBE, &R<F - BA. fHEREZTDS | B—EX™E#HTO
SO RNRFEZEITOV—EXBEZRBALTHENET ., FIII—THRED—EBICHVWTIIBEBEROEENECTEDHEIN. &N TEY
IL—TRDEZEEM EOHNS LURFESIEZ (J2<. HtE. Bt S —EOMIIEHNMERESN TN ERHMLTEDET,

v' Cyber Com Co.,Ltd. - Periodic disclosure of matters related to controlling shareholders, etc. (February 25, 2022)
(1) BEHZEDORREI I —TCHTZLEDMERT, BEHBOTDT )L —TPEEDHREIBIMFH. AK - BABER

Lift(d. HEHTHIETY I MRRASHOERFRHME L TZEOREITIL-T (UTF [EXVIRIIL-T] £W1D) [CBLTEDFT,
ELVINIIL-TCENTE ELVIMIASHNS I CRAFLAITITL—23Y) BELCBVWTS AT AEEDMR(CAT DEERERM
ZITD(EN SHZSOBMRSME. TEUTEE. 2t MBBLIUVERFOZRER(HHLUZSEEERRZIT O THDET . Hit(d. €DH
CTREFEHFERTTBERIEEN USIEEBODEFF TIRIA < FHENTDYV I bO T VRFEZRLE UVEEEERRAZIT O THDET.

M EDANBERELUTE, SHRE IRDOIEHRAEHEEEN 3R THDET,

(2) HEHFOREIIN—T(CBITDZLICKDFBELOFH. VRITBXUOAUY b BESHFCZTDT)IL—TEELOEEIBEHEPAN - &
AREFRZEOENSRITDIRE - BERBIBN\DHLES

St REBAHEROBERIMZEN URIEHPCESONE X TRILSFENIDVI NI T VHESEZENEVTRRALTED., EXEEM
ZITDDATHREHTHDIELY I MAASHN SREROFIHIE KURHEZRITTVDIFHIRESH D FEA.

Ffle, HtE. EXVI MIL-THEZHEOMIC. VI MDD T VHAREBORRTCEAREMEINGDFIN. cNSEFTIL-ThHES
HICBWTENENGBRE LI DFRMEE(CHET SHAEFORELNEITH D, HHBIUEZHOEE FOREE(CICURELTEDET,

BHEDEBIRFCDONTE, hiHMiEeRIREL. SHEOBEZR UIRWSHE SO EERRICED IS REL TEDFT,

v FDK CORPORATION - Corporate Governance Report (November 30, 2022)
M THIETERARHE. 70/ O02>—VI1—232V(CREEBRZETL. SSICDXEEANEZEL TV AHTHDET, —7A.
IIN—TE&HTHIEHEEEBES LUVEFEEZTPO(CEERMAZEIN D> TED. BHOBERNTEIIIL-T DAt ERECXDENIZE
FEMESERDODTHEDFRT,

Note: Relevant parts of each company’s disclosure have been extracted and partially edited for inclusion here. Blue text was added by TSE.
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IDiscIosure Examples: Group Management Policy and Approach "“
JPX

B There are only a few examples of listed parent companies explaining their policies and considerations for maintaining
subsidiary listings as part of their group management policy and approach, like the below.

Only Japanese is provided if the company does not
disclose English-language materials

v Fujitsu Limited - Corporate Governance Report (July 13, 2022)
Our policy is to turn non-core listed companies into strong independent businesses. We will consider their independence from the following
perspectives: ensuring sustainable growth of the relevant business, maximizing the Company’s asset value, and considering the best timing for
independence.

v NEC Corporation - Corporate Governance Report (July 8, 2022)
The Company will continuously evaluate the policy of holding shares in the Publicly Listed Subsidiaries, and the Company will keep holding the
shares of the Publicly Listed Subsidiaries as long as they meet the above preconditions and it can be determined that they contribute to
maximizing the corporate value of the NEC Group. At this time, the Company does not plan to newly list the shares of other subsidiaries on stock
markets.

v Shin-Etsu Chemical Co.,Ltd. - Corporate Governance Report (July 11, 2022)
The Company owns 53.3% of the voting rights of Shin-Etsu Polymer Co., Ltd. (listed on the Prime market of the Tokyo Stock Exchange). For the
reasons described below, we believe that maintaining the listing of Shin-Etsu Polymer Co., Ltd. Will contribute to the enhancement of its corporate
value and the development of the comprehensive business activities of the Group. At this time, as in the past, the Company does not plan to make
Shin-Etsu Polymer Co., Ltd. A wholly owned subsidiary or sell off the Company’s shareholding.

v ENEOS Holdings,Inc. - Corporate Governance Report (October 19, 2022)

HtE. FERBESHTHIENEOSHRA R, IXEHARKASHB IUOIXEBKASHZREFESHE L. TNEVIDIIL—TS1t (. BEDOHR -
ERKOBERICIGUTEEFaE. EBFEHEFLLUTHREBEIDIIEEULTVET ., HIEFEHICDWTIE. J)L—T2hE U ThEMiER a4
DERNS. LB FEHEUTER I ENRBEREDTHDINZERNICRIRT D EEBIC. ZOEENEHRY G FRHDH) > ZKHI D=5 4
RICDVWTEH RS CER I D EZAEHELTVET,

v JFE Holdings,Inc. - Corporate Governance Report (June 24, 2022)
Furthermore, the Company shall regularly verify the significance of maintaining the listing of the listed subsidiaries and take necessary measures
upon confirmation at its Board of Directors. The content herein was verified and discussed at a Board of Directors meeting held in May 2022.

v YAMADA HOLDINGS CO.,LTD. - Corporate Governance Report (June 28, 2022) \
RP. HrE, HEFEHEDEARBUR(ICDVNT., HEJIL—TOREEROERPLCHERVHT I -T2 EDIF - NREER(ICRESERICTE
Fimml. FEAHZRELTED., #MGELU TRERBEDED S ZRFT LU TENDET,

Note: Relevant parts of each company’s disclosure have been extracted and partially edited for inclusion here. Blue text was added by TSE.
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IDiscIosure Examples: Significance of Having Listed Subsidiary "l)!
JP

B There are quite a few examples of listed parent companies disclosing the rationale for "holding a subsidiary.”
B On the other hand, for “continued listing," most give rationales like motivation of employees, securing human resources, or
creditworthiness, and only some provide more in-depth explanations like the below.

Only Japanese is provided if the company does not

v TORAY INDUSTRIES,INC.; Corporate Governance Report (June 24, 2022) disclose English-language materials
A. Chori Co., Ltd.

a. As a specialized trading company that handles various manufacturers’ products, Chori Co., Ltd. Has established the “Chori” brand. We are
able to: expect the generation of synergies through cooperation and coordination with the subsidiary, a company with strength in textile and
chemical product businesses as well as a significant presence in the Chinese market (Chori Co., Ltd. Was designated as a friendly trading
company in 1961); and leverage the subsidiary’s knowledge as a resource for our business development in the manufacturing sector, as Chori
Co., Ltd. Has penetrated emerging markets early by taking advantage of talents, having qualities that stand apart from those of employees of
the Company, a manufacturer, and flexible capabilities. In addition, Chori Co., Ltd. Actively promotes various initiatives with its partners outside
the Toray Group as an independent trading company, which will lead to the broad and multifaceted business development of the Toray Group
as a whole. In order to realize these benefits, we believe that Chori Co., Ltd. Has to maintain its listing status for the purpose of enhancing its
corporate value, and thereby contributing to the enhancement of the Group’s overall competitive advantages, by recruiting and motivating a
broad range of excellent talents, a key asset for the business of trading company, while remaining independent from the Company, as a listed
subsidiary.

v TOSHO CO.,LTD.; Corporate Governance Report (October 27, 2022)

HttE. B FEHEUTA BIRFIMKRAESHZB L TEDFT,

Ett(E. 2017F 128 (CHRFRIEFEEIFT I A SD A QRIS — REUEGHEIESEEIFIMZE S (C LBz UE U, BEfEEEIIL—-T
DEFEFEMRT(EHDFEIN, MIZUEEESE U THUERTRIEREENENTHED., HHDOEERREDICEHEENTHEDFEA. LIHFPEELT
SRIRERRERENTIREE/RD,. HFU TV ETEBEIENSDERICEN D, INEHEDIEXErEMEZSH. @hE TEHHIIL-T
DEFERMEZSHDIEDEHULTHDFRT, FIROEAICLD. AN LEBL TS EICKDAU Y MISHUNDKREDF TR (CELE T D
CECHEDFFIPORX MZE LE>TLWD EHIITED NS, LB EUTHIFIITIRRETEDICHDIEERATHEDFT,

v 8Bl Holdings,Inc.; Corporate Governance Report (July 27, 2022)
As the SBI Group has a diverse array of business fields, certain investors have stated that the overall picture of the Group’s business is difficult to
understand. As a solution, the Company is promoting initial public offerings of its subsidiaries, thereby ensuring that the value of each business
entity is clarified, and the overall corporate value of the Group is more visible. The Company believes that through public stock offerings each
company in the SBI Group can enhance its capital-raising capability and strengthen its financial position to become more independent.

Note: Relevant parts of each company’s disclosure have been extracted and partially edited for inclusion here. Blue text was added by TSE.
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I (Reference) Disclosure on Listed Subsidiary by Parent Company "“
JPX

METI Practical Guidelines concerning Group Governance System (Group Guidelines) (June 28, 2019)

6 HIBFRCEATIHINFRADEDA
6.2 HSH(CHITBIHRDED S
6.2.1 I —T DEZER— T A U AHEEDORR

HattE, JIL—T2KEUTOREMER EPCERDREOHRNS, HEFRHEUTHHIFT IS ENRBRAEDTH DN EHARY
(CRIRTDELEEIC, TOEENIER (JIL-—TDEFER— T A UABIEESHN RRT v bAFIKIPIX b LS TLDHE
E. JIL—T EUTORRMEDRAEDOERNS LiHFEHE UTHITFT D2 ENGIENN) W HSFRHDII/\F > GKHI DRI
R (BEREEZ WA IR AN EOBEYOEFEERDITE(CHRDERTT) ([CDOVWT, BfEARTERL. IKERICH U CIEHRE
TaBU CHRAEEZRICIRNETHD.

(FhEs)

o COUZE=ANS, HEtE HE. HBFRAL U THHFIDIHAICE FICUTD 2 RIEDNT, BFfEETERL. HERICHUT.
1BERFARZE L CHRRRPEEZRICI ZENKRDHEND.
O LHFetE UTHETT 2 2 EOEENER
K. LHZOBEBEDODEEE. FEUNERTENSERERMEZTOFREHF DO ETHRNGKREZRIAL. BEMEDE 7K
BCECHD. CDORZHEEZI DD DI —T2EDEFR— NI A UABIREDOESHEP. HEFSHO—REEFBICRELRITN
ERERBVNC ECHSHRPIR N (DI —TOLERBEDESHICUY—-RZFEALICKWNE) EHBRULT, ARTJsv bk (BRI —
TICEOTLIBEFRUEHIFTIZLEDOHR) BERO>TVWSIHRE, JI—TEUTOREMEZZEXILTIHERDS LIBFRtIEEL
TH9 5 EOSENEBHRIGIMNCONWTEAN(ICEHIAT DT L1235,
@ LB FEHDTI) T2 RIKHI DR LR
AL BT S U T LS FRH OB R ORFIERZITECEDIIE(CHDIN. —RixEDOFBICHNERL. EIBEFSHIC
BFBEMEDSH D HINF > REH (BEREBZEA IR EFEDREIRE) 2R T S IcHDBEUIRNEFEHERDITECET
BERBZHAIT DL,
(BhE123) COEAKRNRHRAEL T, A EORGFNRIRFEAT (2FSHEPRTHSFSOHHFESD) ZHRRI DI EICEENDD
IBAICIE. AR, EMN(CHHRSSFTHAREEDIEREIN, ERNCHERINTVSZEZ2TOCRELVTHETI L
EEZEX5ND.

Only Japanese is provided

Source: METI “Practical Guidelines concerning Group Governance System (Group Guidelines)” (June 28, 2019)
Note: Bold text was added by TSE.
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IRecent Cases Involving Appointment of Directors "“
JPX

B Below are some cases in which listed companies and their (quasi-) controlling shareholders were in conflict regarding the
appointment of directors, including independent directors.

(1) HOKUETSU METAL ./ TOPY INDUSTRIES

* In 1961, Toto Seiko (predecessor of Topy Industries) made Hokuetsu Metal an affiliate for the purpose of bailing out its management.
(Topy Industries' current ratio of voting rights is 35.11% and over 80% of voting rights are exercised at the AGM.)
* Atthe 2022 AGM, there was a conflict over the election of directors, and Topy Industries submitted a shareholder proposal.

— The company's proposal (opposed by Topy Industries) was rejected, while the shareholder proposal was approved.

Hokuetsu Metal's Proposals and Claims Topy Industries’ Proposals and Claims

v" Proposed reappointment of 5 incumbents after consideration by the v" Opposition to the reappointment of one inside director (from Topy
Nomination and Remuneration Committee Industries) and two independent directors out of the five proposed
by the Company

v' Shareholder proposal for two inside directors (both from Topy
Industries) and one independent director (from Nippon Steel)
(Nippon Steel Corporation owns 21% of Topy Industries shares)

» After the Nomination and Remuneration Committee rejected Topy Industries' » The current management team is engaging in acts that can be

proposed executive appointments that were based on its own personnel interpreted as self-protective, such as disregarding the cooperative
policy, Topy Industries is submitting a shareholder proposal with the aim of relationship with Topy Industries and refusing to discuss the issue,
having an independent director resign from the board and dismantling the which may damage the corporate value of the company.
committee. » Supervision of management by independent directors and the

» The shareholder proposal undermines the current governance system that Nomination and Remuneration Committee are not functioning
ensures independence. adequately.

» There is a risk that conflicts of interest may arise with respect to future
transactions and the selection of business fields, etc.

(2) Fast Fitness Japan
+ Atthe 2022 AGM, the company proposed director candidates after consideration by the Nomination and Remuneration Committee
+ The controlling shareholder, who is also the chairman of the board of directors, opposed the company's proposal and submitted a shareholder
proposal.
» Reappointment of incumbent directors who were excluded from the company’s list of candidates as unsuitable (acting in violation of their
duties, not meeting suitability criteria), and replacement of independent directors.
— Company's proposal was rejected; shareholder proposal was approved
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ICompIiance with Supplementary Principle 4.8.3 (as of July 14, 2022) "l)!
JP

B Of the Prime Market listed companies that comply with Supplemental Principle 4.8.3,
» less than 20% have appointed a majority of independent directors
» the remaining 80% or more have established a special committee to manage conflicts of interest.

B Companies that "explain" tend to say they are considering establishing a special committee to manage conflicts of interest.

Supplementary Principle 4.8.3 — Companies complying

Prime Market (Compared to Dec. 2021) Standard Market (Compared to Dec. 2021)
Ratio of Independent Directors No. of companies Percentage of total UEEE w'tr.' kL No. of companies Percentage of total ULEEE W'th IR
committee committee
More than 1/2 21 (#8) | 16.7% (+6.2pt) 1 (#1) 15 (+7) 7.4% (+3.2pt) 1 (+0)
1/3to 1/2 97 (+1) 77.0% (-0.4pt) 64 (+34) 135 (+10) 66.5% (+1.4pt) 15  (+5)
Less than 1/3 8 (-7) | 6.3% (-5.7pt) 4 (£0) 53 (-6) 26.1% (—4.6pt) 15  (+4)
Total 126 (+2) — 69 (+33) 203 (+11) — 40 (+18)

Supplementary Principle 4.8.3 — Companies explaining

Prime Market Standard Market

No. of companies Percentage No. of companies Percentage
Total 38 81
- Planning/considering increase of independent directors 10 26.3% 33 40.7%
- Planning/considering establishing Special Committee 17 44.7% 29 35.8%

Supplementary Principle 4.8.3 (CG Code)

Companies that have a controlling shareholder should either appoint at least one-third of their directors (the majority of directors if listed on the

Prime Market) as independent directors or establish a special committee to deliberate and review material transactions or actions that conflict with
the interests of the controlling shareholder and minority shareholders.
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IV. Scope of Application




IScope of Minority Shareholder Protection Framework !|P|)!

B Currently, the framework for protecting minority shareholders is, in principle, limited to cases where there is a parent company.

Shareholding percentage of the largest shareholders

Information Disclosure

Disclosure of Matters Relating to Controlling Shareholder, etc. (Rule
411)

(1) Relationship with Parent Company, etc. ( )

(2) Implementation status of measures for minority shareholder ( )
protection

Disclosure in CG report (contracts, etc.) e

Disclosure in CG report

(Group management policy, measures to protect minority M
shareholders, etc.)

Governance

Procedure
Third-party opinion that “the interests of minority shareholders will not e a
be undermined.” (Rule 441-2 1)

Disclosure of significant transactions, etc. with controlling shareholder
(measures to avoid conflicts of interest / compliance with Minority
Shareholder Protection Measures, etc.) (Rule 441-2 1I)

Notes to Code: These measures are also
desirable for companies that have a quasi-
controlling shareholder (not defined).

CG Code: 1/3 or more independent directors (majority for Prime H — — — — — —
Market) or special committee (Supplemental Principle 4.8.3)

Damage to soundness of transactions with controlling shareholder
(Rule 601(6))

Initial Listing Examination

D

Examination of independence from parent company, etc. (Guidelines ( )
Concerning Listing Examination Il 3.(3))
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V. Items for Discussion




Iltems for Discussion: Disclosure (1) ||||
JPX

1. Disclosure of information regarding listed companies with controlling shareholders
(1) Disclosure regarding listed companies with listed parent companies

m How should disclosure be enhanced to ensure sufficient predictability when minority shareholders/investors
make decisions (thereby allowing a reasonable premium/discount to be factored in)?

> What specific information can be considered important for inclusion in disclosure by listed subsidiaries?
What should companies keep in mind when disclosing?

e The interim report also points out the need for enhanced disclosure regarding agreements on and
implementation of coordination and allocation of business opportunities and business fields within
the corporate group.

> How can disclosure be enhanced at listed parent companies?

e While it can be considered that listed subsidiaries lead the disclosure of information to minority
shareholders, disclosure by a listed parent company to its own shareholders also complements this
information.

Reference: Selected Items for Disclosure by Listed Subsidiaries

(Parent company’s) approach to and policy on corporate group A Disclosure examples on page 17-18

management (encouraged) + Disclosure examples from parent companies on page 19

Position within corporate group and other relationship with group O Disclosure examples on page 17-18

companies (including business constraints, risks and benefits, (mandated) . ,

impact on management and business activities) + Disclosure examples from parent companies on page 20
A Survey results on page 8-10

Contract or agreement on governance (encouraged) pisclosure examples on page 11-12

*TSE does not specify any details of contracts that need to be disclosed.
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Iltems for Discussion: Disclosure (2) "“
JPX

(2) Disclosure regarding listed companies with non-listed parent companies or individual
controlling shareholders

m [s it conceivable to require the same disclosure as for listed subsidiaries as a rule? If so, are there any
particular points that should be noted?

m Since non-listed parent companies and individual controlling shareholders are not subject to the listing rules,
the approach of requiring appropriate disclosure by the controlled listed company could be appropriate. What
are your thoughts on this point?

2. Disclosure regarding listed companies with quasi-controlling shareholders

m If we were to extend the scope of disclosure requirements to companies where the largest shareholder holds
over a certain level of voting rights, how should disclosure be enhanced, considering that there are differences
in the strength of influence (in some cases, the shareholder may not even have substantial control)?

> What are your thoughts on the scope of application of disclosure requirements in terms of level of voting
rights held?

> Is it conceivable that the disclosure items and content should be the same as for companies with a
controlling shareholder? If so, are there any particular points that should be noted?

Reference: Companies in scope of disclosure requirements

Discussion on 1. (1)

e G — DAL IEIIECITL K, B2 S

Discussion on 1. (2)
[ y

*Under the Companies Act, if Company A holds 25% or more of the voting rights of Company B, Company B cannot exercise its voting rights in Company A as in practice it is able to control the
management of Company B.
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Iltems for Discussion: Corporate Governance "“
JPX

m In light of recent cases and the enactment of the CG Code’s Supplemental Principle 4.8.3, what points do you
think are appropriate for further consideration?

For example,

> Ensuring the independence of independent directors even when controlling shareholders have the right
to elect or dismiss them

e The following are some of the possibilities that were introduced in the interim report:
Enabling appointments (registration) of independent directors as defined in the listing rules
only when approved by a majority of minority shareholders
Disclosure on the percentage of minority shareholders who approved or disapproved of the
appointment of the independent director
Requiring listed companies to respect the decisions of their Nomination Committees, which
consist of independent directors

> Ensuring the effectiveness of special committees established in line with the CG Code
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