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® The study group considers it important for TSE to once again clearly communicate its “Views and Future Policy on Such
Matters as Parent-Subsidiary Listings,” which was behind last year's request for action to enhance information
disclosure.
» The study group also considers that rather than make a blanket ban on parent-subsidiary listings, TSE should clearly
state that they are an acceptable form of listing, provided that measures have been taken to protect minority
shareholders from potential conflicts of interest.

__________________________________________________________________________________________________________

Since more than ten years have passed since TSE announced its stance on the listing of subsidiaries in 2007, | agree that TSE should state its
stance once again. TSE needs to communicate the thinking behind last year’s request for the enhancement of information disclosure on
minority shareholder protection and group management in a way that is easy-to-understand because one gets the impression that it has not
been conveyed.

The stance from 2007 gives the impression that TSE viewed parent-subsidiary listings negatively. How about phrasing it positively, saying that
measures must be taken to ensure that the stocks of listed subsidiaries are attractive investments?

Rather than phrasing it negatively, it would be better for TSE to clearly convey that it recognizes parent-subsidiary listings as a form of listing
from the perspective of market diversity and then indicate the information disclosure that is necessary from the perspective of protecting
minority shareholders.

standard of quality. In addition, it should indicate that special measures are necessary for companies in a parent-subsidiary relationship or
an equity method relationship. This is because many governance systems for companies without a parent company do not work well for
companies in such relationships.

Assuming that the vast majority of investors are minority shareholders, they cannot have confidence in the market and its ability to function
without minority shareholder protection. Therefore, as an exchange, it is vital that TSE continue to promote measures that emphasize
minority shareholder protection.
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i TSE should indicate that because it is an exchange that provides opportunities to trade listed stocks, all listed stocks must meet a minimum |
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! We should stop grouping parent-subsidiary relationships and equity method relationships together in the same discussion. Even when a |
: shareholder does not hold a majority, if it can control decision-making depending on attendance rates, for example, then it is necessary to treat |
| the two relationships in the same way. However, it is too hasty to group equity method relationships with parent-subsidiary relationships ;
: indiscriminately from the outset. :
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® The study group considers that disclosure on group management and the protection of minority shareholders is still not adequate and that
TSE should continue to make requests for enhanced disclosure.

» The study group would like parent companies to more thoroughly consider and disclose how they ensure that the governance systems of
their subsidiaries are effective, not only in terms of the positive aspects of group management, but also in terms of protecting minority
shareholders.

» The study group would like subsidiaries to enhance their disclosures on such matters as the appointment of independent directors from
the perspective of minority shareholder protection. After consultation with their parent companies, subsidiaries should also proactively
disclose their position in their group’s management.

__________________________________________________________________________________________________________

In General

Looking at the disclosure status of listed companies, my overall reaction is that listed companies are not making as much progress with their
disclosures as | thought they would.

Listed companies in a parent-subsidiary relationship or an equity method relationship pose a different kind of risk to minority shareholders than
other companies. It is extremely important for TSE to convey the message that the disclosure of information that enables such risks to be
assessed will lead to an increase in the subsidiaries’ market value and will be meaningful for the management of the entire group.

Disclosures by Parent Companies

While the disclosure rate for the demonstration of synergies and other positive aspects of group management is high, the disclosure rate for
ensuring that the governance systems of subsidiaries are effective in terms of protecting minority shareholders is low. From this, one can see
where the parent company's interests lie. TSE’s next focus is on how to improve this. TSE could summarize and indicate the points to be
careful of at each stage in the capital relationship.

I’'m particularly concerned about the low disclosure rate for measures to ensure the effectiveness of the governance systems of subsidiaries.
The disclosure requirements should be more stringent.

There are two types of group management policy: “one-mind-one-body management” and “independent management,” to put it in extreme
terms. Which is better depends on the situation and the type of business, and there are many cases that fall somewhere in between, but this
time TSE asked companies to disclose their policies. TSE needs to reiterate this.

Only about half of the parent companies disclosed information about their group management policies, and they did not adequately explain
their rationale for owning and listing their subsidiaries or why the subsidiaries were listed. One idea is to request explanations in relation to the
review of business portfolios, etc., in “Action to Implement Management That Is Conscious of Cost of Capital and Stock Price.”
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(Ref.) Discussions at the Sixth Council of the Quasi-Controlled Listed Company Study Group (Follow-up "
on Disclosure (2)) “

Disclosures by Subsidiaries

| get the impression that subsidiaries, in particular, have not made progress in their disclosures. The boards of directors at the subsidiaries, and
the independent directors, in particular, play an important role in terms of protecting minority shareholders. Subsidiaries should make more
enhanced disclosures regarding the process for appointing independent directors and the content of discussions at board meetings. TSE could
also consider specifying detailed disclosure items based on rules.

Only 33% of subsidiaries disclosed their positions in their group’s management, which gives me the impression that they are extremely passive
and left to the parent companies. As a listed company, it is necessary for a subsidiary to consult with its parent company and explain why it
is under the parent company’s umbrella and what it will do if the parent company is not committed to protecting the subsidiary’s minority
shareholders.

When the Parent Company Is Not a Listed Company

When the parent company is not listed, it does not make disclosures. Because of this, there is a greater need for the subsidiary to make
disclosures for the sake of its minority shareholders. However, the disclosure rate is actually lower, which poses a problem.

the subsidiary to enhance its disclosures on the parent company’s approach to and policies on group management.

We have learned that the disclosure rate tends to be lower when the parent company is not listed and that the subsidiary needs the
cooperation of the parent company or the controlling shareholder in order to make enhanced disclosures. We need to consider that it may be
difficult to remedy the situation only through the listing rules when the parent company is not listed.

Listed Companies in an Equity Method Relationship

The number of listed companies that have major shareholders that are not parent companies but hold at least 20% of the shares has been
gradually increasing. The fact that no progress was made regarding disclosures by listed companies in an equity method relationship, even if
some of those companies were not subject to group management, is an issue to address later.

Given that there are around 1,000 companies that are in an equity method relationship, the current level of disclosure is extremely
inadequate. Rather than recommending disclosure, TSE should be requiring disclosure, even if it means changing the rules.
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: When the parent company is not listed, TSE cannot ask it to do anything directly. Because of this, the only thing TSE can do is to keep asking :
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
| |
: The circumstances of listed companies in an equity method relationship are even more varied than those in a parent-subsidiary relationship, :
: so TSE should prioritize resolving the issues at the listed companies in a parent-subsidiary relationship first. :
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