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Plan for Future Discussions (Governance)




IPIan for Governance Discussions (Reprint) !'I,l)!

m Regarding the governance of listed companies with controlling shareholders, what is important from
the perspective of protecting minority shareholders is that an effective governance system should be
in place and functioning to monitor the risk of structural conflicts of interest between controlling
shareholders and minority shareholders.

> The 2021 revision of the Corporate Governance Code (CG Code) established a new principle that
requires companies with controlling shareholders to establish a governance system centered on
independent directors who are independent of the controlling shareholders.

m |n light of the discussions to date in this Study Group and the situation surrounding the CG Code, it is widely
thought to be important that independent directors be utilized in terms of the development and
functioning of such a governance structure.

m In order for independent directors to be utilized in the development and functioning of governance
systems, we would like to discuss the role of independent directors and how to ensure their
independence from controlling shareholders from the perspective of what measures are necessary at
the stock exchange and in the listing rules (under the current legal system).
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Role of Independent Directors Iin Listed Companies
with Controlling Shareholders




litems for Discussion !|P|)!

B TSE plans to present an explanation of the roles expected of independent directors from the
perspective of protecting minority shareholders in listed companies with controlling shareholders,
including examples of specific situations.

» In order to promote understanding of these roles, TSE is also considering educational activities for independent
directors, including distribution of the explanation.

ltems for discussion

B TSE would like your opinion on the explanation of the roles of independent directors in listed
companies with controlling shareholders which has been set out on the following pages based on the
discussion so far.

Structure of the Explanation

Activities on the board Transactions and actions that
(Activities on the nomination committee) may create conflicts of interest

Functional enhancement :
Procedures required

Activities on the special Monitoring under the listing rules Support
committee ~and e :
involvement Nomination of candidates for

independent directors

Note: In addition to the action from independent directors and listed companies with controlling shareholders that is set out above, controlling shareholders will also
need to make sure they do not treat minority shareholders unfairly (see the Notes attached to General Principle 4 of Japan's Corporate Governance Code).
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IBasic Approach to Minority Shareholder Protection (1) ||||

JPX

Reasons for protecting minority shareholders' interests

® Listed companies have "general shareholders," which are shareholders who can change as a result of
secondary market trading of shares and who cannot have any significant influence over the management
of the listed company.

» Listed companies gain a variety of benefits from having general shareholders, including smooth
financing opportunities.

® In listed companies with controlling shareholders (parent companies or non-corporate controlling
shareholders), the general shareholders are "minority shareholders"” who are those other than the
controlling shareholder and do not have control over the management of the company.

® Since minority shareholders have no stake in a company other than that of a shareholder, the
interests of minority shareholders are usually alighed with those of the company.

» In other words, a loss for minority shareholders means a loss for the listed company.

® Therefore, for listed companies to achieve their business goals and aim for sustainable
enhancement of corporate value, it is important to appropriately protect minority shareholders’
interests in the course of company management.

® In addition, given that the existence of such minority shareholders is essential for listed companies with
controlling shareholders to participate in the capital market, it is also important to appropriately protect
their interests in order to foster trust in the fairness of the capital markets and build an
environment in which minority shareholders and investors can participate with confidence.
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IBasic Approach to Minority Shareholder Protection (2) ||||

JPX

Key points for protection of minority shareholders' interests

@ In listed companies with controlling shareholders, controlling shareholders and minority shareholders
have the same interests in one respect: that they both benefit from the company's sustainable
growth and enhancement of corporate value over the medium to long term.

» For example, controlling shareholders can be expected to perform a monitoring function by
exercising influence over the companies and their management teams, and minority shareholders
can also benefit from the increase in corporate value resulting from the exercise of such monitoring.

® On the other hand, there is a structural conflict of interest risk wherein the controlling shareholder
exercises its influence for its own interests (other than those as a shareholder), thereby
undermining the interests of minority shareholders and benefiting only the controlling shareholder.

® Monitoring of this kind of structural conflict of interest risk is essential for listed companies with
controlling shareholders, in order to protect their minority shareholders.

® Minority shareholders also exist when a listed company has a shareholder who has substantial
control despite not falling under TSE's definition of a controlling shareholder (because they do not hold a
majority of voting rights, for example). In such cases, the abovementioned needs to protect minority
shareholders' interests and monitor the risk of conflicts of interest are still valid.
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IRoles of Independent Directors 1L

JPX

® Independent directors in a listed company are entrusted as directors by shareholders in accordance
with the Companies Act to take on the role and duty of contributing to the sustainable growth of
the company and the enhancement of corporate value over the medium to long term.

® In a listed company with a controlling shareholder, the interests of minority shareholders are usually
aligned with those of the company. In light of this, as part of the role and duty mentioned above,
independent directors of such a listed company take on the roles and duties of appropriately
protecting minority shareholders' interests and monitoring the conflicts of interest between the
controlling and minority shareholders.

» In this aspect, the independent directors of a listed company with a controlling shareholder have
expanded roles and duties compared to those of the average listed company.

® However, this does not mean that independent directors must always be cautious of deals with or
instructions from the controlling shareholder. Where it is beneficial to minority shareholders to
cooperate with or seek assistance from the controlling shareholder, independent directors should
actively support decisions to do so.
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| Activities on the Board i

Role on the board

JPX

® The role and duty of independent directors to protect minority shareholders is primarily supposed to be
fulfilled in their activities as directors on the board, both in day-to-day monitoring and in
deliberation and decision-making on specific transactions and actions, covering comprehensively
the entire management and business of the company.

Roles in day-to-day and specific situations

+ Itis the job of directors to monitor the company's business executors, including executive directors and
executive officers, and as part of this monitoring, they are expected to appropriately monitor the risk of
conflicts of interest arising within business execution.

» Bearing in mind that executive directors and executive officers, who are not necessarily
independent from the controlling shareholder, and employees who receive instructions and
orders from them are particularly vulnerable to the influence of the controlling shareholder,

Day-to-day monitoring independent directors must check whether business executors are not prioritizing the

interests of the controlling shareholder over that of minority shareholders.

» In order to make sure the issue of conflict of interest is not overlooked, independent
directors must keep an ongoing and close watch on this risk through deliberations and
reports at board meetings.

» Monitoring methods could include the formulation of transaction and conduct standards and
reviews/assessments of their application.

Deliberation and

decision-making on « At times when a conflict of interest could arise between minority and controlling shareholders, namely
specific transactions where the board is deliberating and making decisions on specific transactions or actions, independent
and actions that directors must examine whether said transaction or action will benefit the interests of minority
involve a conflict-of- shareholders, express their opinions on it, and point out problems.

interest risk
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| Activities on the Special Committee 1L

JPX
Role on the special committee

® In alisted company with a controlling shareholder, a special committee to deliberate and review transactions and actions
that pose the risk of conflicts of interest can be established as a mechanism to supplement monitoring by the board, and the
members of this committee are expected to be independent directors (see CG Code Supplementary Principle 4.8.3).

® In such a case, the independent directors, as members of the special committee, are expected to consider whether
the transaction or action in question will benefit the interests of minority shareholders and to express their views

thereon.
® Depending on the design of the special committee, it can also be granted the authority to negotiate in the relevant

transaction or action. In such cases, the independent directors, as members of the special committee, are expected to
realize the interests of minority shareholders through their own involvement in the negotiations.

Note regarding the establishment of special committees

® Under the Companies Act, a special committee is not automatically established and granted authorities and duties, but is
established according to the circumstances of each company in order to enhance the monitoring of conflicts of
interest by the board.

® Since special committees are established to enable deliberations and examinations mainly on issues of conflicts
of interest in an environment consisting only of members who are independent from the controlling shareholder,
they may be utilized:

» to enhance the effectiveness of monitoring of conflicts of interest in cases where the ratio of directors on
the board who are independent of the controlling shareholder is not high

» to enhance the effectiveness of monitoring of conflicts of interest and ensure the appropriateness and
transparency of the process in cases where particularly careful consideration on conflicts of interest is
required.

@ I|tis important for each company to establish a framework to ensure that the results of deliberations at the special
committee are reflected in deliberations by the board and in execution of business at the company.
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I Transactions and Actions that have Potential for Conflicts of Interest (1)

JPX

® Conflicts of interest can arise in various aspects of a company's activities, but the basic focus of monitoring is to examine
each transaction or action as to whether it is in the interest of minority shareholders.

® Since it is not feasible for independent directors to directly monitor all transactions and actions, they are required to exercise
appropriate monitoring depending on the materiality of each one.

Outline by category of transaction/action

(1) Direct .
transactions

Conflicts of interest may arise whereby the
agreed transaction price and other terms
and conditions are disadvantageous to the
company.

» This includes both regular transactions
(recurring and ongoing transactions) and
non-regular transactions (one-time
transactions).

© 2023 Tokyo Stock Exchange, Inc.

(Examples of factors to be considered in determining whether transactions are in
the interest of minority shareholders)
» For transactions that could also be executed with third parties:

Comparison with the terms and conditions that would be set if the
transaction was with a third party

What benefits the company would gain from the transaction, out of
the benefits that the controlling shareholder or the entire group
would gain

Process of the transaction (e.g., course of negotiations)

» For transactions that are specific to the group:

Necessity of the transaction

What benefits the company would gain directly from the transaction
What benefits the company would gain from the transaction, out of
the benefits that the controlling shareholder or the entire group
would gain

Process of the transaction (e.g., course of negotiations)

(Examples of factors to be considered in determining materiality)

>  Strength of relationship with the controlling shareholder, such as volume and
share of transactions with them, concurrent management positions, etc.

» Quantitative factors such as the amount of the transaction, difference in
profit margins from transactions with third parties, etc.

» Nature of the transaction, such as whether it is a regular or non-regular
transaction




I Transactions and Actions that have Potential for Conflicts of Interest (2) "“

JPX

Outline by category of transaction/action

(2) Business * As part of the controlling shareholder's

transfers or business portfolio management of the

adjustments group:

» Where a company transfers business
to the controlling shareholder or a
company within its group, a conflict of
interest may arise whereby the agreed
transfer price and other terms and
conditions of the business transfer are
disadvantageous to the company.
» Where, in accordance with an

instruction by a controlling shareholder,
a company suspends entry into a new
business field, withdraws from an
existing business field, or segregates
its business (e.qg., by distributing
customers) without involving any
transactions, a conflict of interest may
arise whereby the company loses
business and revenue opportunities.

© 2023 Tokyo Stock Exchange, Inc.

(Examples of factors to be considered in determining whether transactions are in
the interest of minority shareholders)

>

>

For business transfers:

+ Terms and conditions of the business transfer, including the transfer
price

+ Importance of the relevant business to the company at the time of
the transfer (e.g., profitability, growth potential)

+  What benefits the company would gain from the transfer, out of the
benefits that the controlling shareholder or the entire group would
gain

* Process of the business transfer (e.g., course of negotiations)

For business adjustments without any transactions:

* Impact of the business adjustment on the company

+ Importance of the relevant business to the company at the time of
the adjustment (e.g., profitability, growth potential)

*  What benefits the company would gain from the adjustment, out of
the benefits that the controlling shareholder or the entire group
would gain

* Process of the business adjustment (e.g., course of negotiations)

(Examples of factors to be considered in determining materiality)

>

>

Strength of relationship with the controlling shareholder, such as volume and
share of transactions with them, concurrent management positions, etc.
Quantitative factors such as the size of the relevant business, transfer price,
etc.



I Transactions and Actions that have Potential for Conflicts of Interest (3) ““

JPX

Outline by category of transaction/action
(3) Conversion « Where a controlling shareholder squeezes out » This is a category of transaction that requires particularly careful
into a wholly- minority shareholders to make the company a consideration of conflicts of interest, and the involvement of
owned wholly-owned subsidiary, a conflict of interest independent directors is essential.
subsidiary by a may arise whereby the price paid for the » Independent directors are expected to serve to protect the interests
controlling squeeze-out is disadvantageous. of minority shareholders based on the Ministry of Economy, Trade
shareholder and Industry's "Fair M&A Guidelines."
(4) Other * Instructions from a controlling shareholder on » Independent directors must consider whether each instruction is in
(instructions on business or management, which do not involve the interest of minority shareholders depending on its contents.
business and typical transactions, may cause conflicts of » Independent directors must carry out monitoring appropriately
management, interest. depending on the materiality of the instruction in terms of business
etc.) * For example, and management.

» Where an intellectual property development
project or other joint project is begun
between a company and the controlling
shareholder or one of its group companies,
a conflict of interest may arise whereby the
company is forced to participate in the joint
project even though it has little need, or the
agreed conditions of the joint project or
ownership status of the developed property
are disadvantageous to the company.

» In a personnel reassignment between a
company and the controlling shareholder or
one of its group companies, a conflict of
interest may arise whereby the controlling
shareholder’s interests are prioritized in the
personnel reassignment.
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Involvement in Nomination of Candidates for Independent Director "“

/ Involvement in Procedures under Listing Rules JPX

Involvement in nomination of candidates for independent director

® In order for independent directors to fulfill their role of monitoring conflicts of interest, it is
important to ensure the independence of the independent directors from controlling shareholders.

® Therefore, given that this is a situation that is closely related to minority shareholder protection, even
though it may not directly lead to conflicts of interest, independent directors are expected to be
involved in the nhomination of candidates for independent director in order to ensure their
independence from controlling shareholders.

Involvement in procedures under listing rules

® Under the Code of Corporate Conduct, when a listed company carries out a material transaction or action
involving the controlling shareholder, the company is required to obtain an opinion from an entity that has
no interest in the controlling shareholder that the transaction will not undermine the interests of minority
shareholders (Securities Listing Regulations, Rule 441-2, Paragraph 1).

® If such procedures are required, independent directors are expected to be involved in the process
by providing such opinions, either themselves or as part of a special committee.

® Depending on the nature of the transaction, companies could also obtain such an opinion from a
third party such as an outside expert. However, even in such cases, independent directors are
expected to express, within the company, a judgment that the transaction does not undermine the
interests of minority shareholders, based on the third-party opinion.
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| Actions Expected from Companies 1

® |n order for independent directors to appropriately fulfill their roles and duties to protect the interests of
minority shareholders, it is also important for the company to take action on their side.

- It is important to establish a governance structure with reference to CG Code
Supplementary Principle 4.8.3, such as appointing a sufficient ratio of independent directors

Governance who are independent of the controlling shareholder on the board of directors and establishing
Structure a special committee that includes such independent directors.
Establishment - It is important to develop a decision-making and reporting system for the board and the

special committee that enables independent directors to understand completely the
origins of material conflict of interest risks.

- To make sure that conflicts of interest are adequately discussed at board meetings, it is
important for the secretariat to provide support in practical terms, such as notifying

Operation independent directors in advance briefings that discussion will be needed from a
conflict-of-interest perspective.

- Since the monitoring system for conflicts of interest can take various forms depending on the

situation of each company, it is important for each company to disclose how it develops

. and operates its monitoring system in its Corporate Governance Report or other
Information

i documents.

Disclosure

« Such disclosure leads to more effective governance systems through dialogue with
investors, and also provides information that allows minority shareholders and
investors to invest in the company with confidence.
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Ensuring Independence of Independent
Directors from Controlling Shareholders




litems for Discussion !lpl)!

B The original idea is that controlling shareholders can exercise their voting rights on the appointment

and dismissal of directors, including independent directors, as a way to discipline the company in
order to enhance corporate value.

B On the other hand, in order for independent directors to play a role in protecting minority shareholders,
their independence from controlling shareholders must be ensured.

Items for discussion

B While respecting the right that controlling shareholders have to vote on the appointment and
dismissal of independent directors, what do you think about the approach of utilizing minority
shareholders' voting results to make the protection of minority shareholders by independent directors

more effective? In particular, what do you think about the necessity and effectiveness of this approach and its
impact on the voting rights of controlling shareholders?

» Measures suggested in previous discussions

1. Majority of Minority (MoM) condition for designation of independent directors (as a requirement under
the listing rules)

v If a proposal to appoint an independent director is approved by a majority of all shareholders, including the controlling
shareholder, but Is not approved by a majority of the minority shareholders, the director will be appointed as an outside
director under the Companies Act, but cannot be designated as an independent director under the listing rules.

2. Disclosure of percentage of approval and disapproval votes by minority shareholders for appointment of
independent directors

v" To ensure transparency regarding the level of minority shareholders' confidence in independent directors.

 This allows minority shareholders and investors to use the level of confidence in the independent directors to evaluate the

effectiveness of the governance system in normal times and the effectiveness of the involvement of independent directors
in contingencies.

* |t would also be expected to encourage the appointment of independent directors who will contribute to the protection of
(obtain the approval of) minority shareholders.

M [f a listed company with a controlling shareholder has a (voluntary) nomination committee, what role do you
think the nomination committee should play, in particular from the perspective of ensuring the
independence of independent directors from the controlling shareholder?

© 2023 Tokyo Stock Exchange, Inc.
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Necessity/effectiveness

» Without a certain level of support from minority shareholders, it may not be possible to justify that an independent
director is an advocate for the interests of the general and minority shareholders.

» At a company without a controlling shareholder, independent directors are qualified through the independence requirements plus
an appointment by the general meeting of shareholders, which is also independent. A MoM condition is equivalent to requiring
companies with a controlling shareholder to secure similar requirements in practice, and it follows naturally from the
current Corporate Governance Code and listing rules.

» MoM is a mechanism to ensure independence from the controlling shareholder as an objective attribute and also to have
independent directors fulfill their fiduciary duty to minority shareholders.

» The concept of independent directors/auditors is to determine independence based on objective attributes, whereas the
MoM ensures independence through focusing on the process. Mixing these two ideas is questionable and only one of
them should be taken.

» Because the basic structure of the stock company is based on control backed by the share of voting rights, it would be
excessive to always require approval by a majority of minority shareholders for independent director appointments, even
in the ordinary course of business.

v" We should go back and review the original concept of what shareholder rights and voting should mean. The perspective
that the voting rights themselves represent how much responsibility they have in investing in the company is also
very important.

» Requiring a MoM does not preclude a parent company from exercising its right to appoint or dismiss executive directors
of the subsidiary. In addition, since the entire board of directors of the subsidiary is responsible for monitoring the subsidiary's
operations, the parent company's monitoring function over the subsidiary will still function.

Disclosure of percentage of approval and disapproval votes by minority shareholders for appointment of independent
directors

» There would be no large obstacles to implementing this, but it should be noted that companies do not necessarily have an
_____ accurate count of the number of voting_rights_exercised on-site at general shareholders meetings.in the_current practice. .~ ________
© 2023 Tokyo Stock Exchange, Inc. 18
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(Reference) Disclosure in Extraordinary Report ||||
on Resolution Results on Director Appointment Proposals JPX

m Companies disclose the results of the resolution on the appointment of directors in an Extraordinary Report if
the proposal is approved at the general meeting of shareholders.

1 Reason for filing
(Omitted)

2 Details
(1) Date of relevant general meeting of shareholders
August 21, 2023

(2) Details of matters to be resolved
Proposal 1: Election of Five (5) Directors
The company will appoint A, B, C, D, and E as directors.

(8) Number of voting rights exercised for, against, and abstained; conditions for approval of matters to be resolved; and voting results

Msz:&t/oege For Against Abstained For (%) Voting Rosul
Proposal 1: Election of Five (5) Directors
A X, XXX, XXX, XXX XXX, XXX 0 xX.X% Approved
B X, XXX, XXX, XXX XXX, XXX 0 xx.X% Approved
C X, XXX, XXX, XXX XXX, XXX 0 xx.X% Approved
D X, XXX, XXX, XXX XXX, XXX 0 xX.X% Approved
E X, XXX, XXX, XXX XXX, XXX 0 xX.X% Approved

(4) Reason for not including some voting rights of shareholders present at the Annual General Shareholders Meeting in the total number of
voting rights
The aggregate number of voting rights exercised prior to the Annual General Shareholders Meeting and the voting rights of certain
shareholders present on the day, which could be confirmed to represent votes in favor or against, were sufficient to satisfy the conditions for
approval of the matters to be resolved, and the resolution was adopted according to the Companies Act on this basis. For this reason, some of
the voting rights were not included.
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INumbers of Nomination Committees Established

JPX

= Nomination committees are essentially a mechanism to mitigate conflicts of interest between management and
shareholders in listed companies where voting rights are dispersed.

m  On the other hand, looking at the numbers of nomination committees established in listed companies with controlling
shareholders (where voting rights are concentrated),

> If the controlling shareholder is an unlisted parent company or a non-corporate controlling shareholder, a
nomination committee is not established in most cases.

> If the controlling shareholder is a listed parent company, the rate of establishment is around the same as for
listed companies without a controlling shareholder.

Numbers of Nomination Committees Established

Prime Market and Standard With a controlling shareholder
Market . (Unlisted parent (Non-corporate With:::;;ag:};c:lling
ezl (M| [RITET COnTEE, company) controlling shareholder)
Nomination Committee in place 229 54.9% 39| 68.5% 24 40.7% 66 42.6% 1919]  67.2%
(of which, a majority are outside directors) 190  45.6% 113, 557% 21/  356% 56/  36.1% 1624  56.9%
(of which, the chair is an outside director) 1541  36.9% 90|  443% 17{  28.8% 470  303% 12271  43.0%
Total no. of companies 417 203 59 155 2,855
Growth Market With a controlling shareholder
Without a controlling
ow | eapmomcompany | Unisespmont | toncorporne | sl
Nomination Committee in place 41| 25.3% 9. 25.7% 1 12.5% 31| 26.1% 74| 19.7%
(of which, a majority are outside directors) 270  16.7% 4 11.4% 0 0.0% 230 19.3% 550  14.7%
(of which, the chair is an outside director) 1541  19.8% 5. 14.3% 1] 6.7% 2%  21.8% 450 12.0%
Total no. of companies 162 35 8 119 375

Note 1:

CG Code Supplementary Principle 4.10.1, which requires the establishment of a nomination committee and compensation committee, applies to companies listed on the

Prime and Standard Markets, but not to companies listed on the Growth Market, so the two are aggregated separately.
These figures are an aggregate of statutory and voluntary nomination committees.
Based on Corporate Governance Reports as of July 14, 2022

Note 2:
Source:

© 2023 Tokyo Stock Exchange, Inc.
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IDiscIosure on Nomination Committees

JPX

m A small number of listed companies that have listed or non-listed parent companies mention the establishment
of a nomination committee as part of their disclosure on "policy and measures to ensure independence from

parent company."

Disclosure in Corporate Governance Reports

If the company does not disclose the information in English, only the Japanese
is provided. The date of reporting is for English-language materials, if available.

ORGANO CORPORATION/6368 (June 30, 2023)

Fe. AROIN—-TEECHITIEEEFOB DS, HitlEEH S OHRHES
AR ANTHEDTIN, B ESORERVHESOHESIEAMOCEMEC
B9 3FAEICOVNTIE, MI7SEERIEEEZ L DiEH - BINESSTE
BOSX. ERTRESINTVWSZEMNS. I—RL—MHINFREFHID
KNG EETETVDIBDEEATEDIET,

NIPPON SANSO HOLDINGS CORPORATION/4091

(June 21, 2023)

HtE. HEHTHDI=F5 = HIILIIIL—THRAEH 201465813
A CTEAESREZMELTH D, SRBASEECHNT, =&5 =
IV TR attE. B [DJIL-TEERE] OF. StoE
FHEEEL., SHZEANICKIENRURHITDICEZRELTHDE
9, Ffo. EBHOEFRE. et S UNNOREDFIRAER T
DBETI(E. HESHLSIDOHEREDFIINESND Z EDIBRNKD(CITE
LTHEDFT . & IR ERR S 2R EE ORI TR
2B7ZEMELTHED. INSOEMNHREH RS U OREDFIZE
RMECRBRVWKISEEBLULTVWEY, =5(CHHTIE, EfEbh S,
ERSDIEMEDIES. CEOTDMBITREDZEIB LUFHEICDWNT
BT 3. ERDIER - INEBRIEZEERZESRITTVWET . ZEDIEMKIE.
HES LM IS5 A 0DET64A T, Mt ehEaRIC
MELTVET . CNICKDEERDEEICOVWTHRSIED SOOI
ZIBRUTWVWET

Ref. TOSOH CORPORATION/4042

[ORGANO’s parent company] (June 23, 2023)

LT A BT DEEREBPITRSVCO )L —TRE(CH S B EMEDR
KMMeeHdlesh, StEEZRFEACEFREZMEL THDEIN. TDRE
CDOWCIFEBEEEUTORIIMZEEEL THNFT, Fe, HZFaHtEH
N SINIZ UTeIzis TSI AR DIE S - EARHEEREL, TOMITHSHER
EhiB¥zhdiEd - HINEZESOBRRZF/L LT, ERRCTEERD
B4 - FMSREESNTVWSZEDS, HNFOREFIDOEHEGHEERTETTL
BEDEBEATHDET,

Ref. Mitsubishi Chemical Group Corporation/4188
[NIPPON SANSO HOLDINGS’s parent company]
(July 20, 2023)

We have put in place a system to ensure the appropriateness of operations within
our Group, and share compliance, risk management and other Group internal
control policies with NSHD.

Meanwhile, NSHD and we have agreed to respect the autonomy of NSHD
management in the Agreement, and NSHD has established a voluntary
Nomination and Compensation Advisory Committee, which advises the
Board of Directors on the nomination of candidates for Directors and
Statutory Auditors and the election and dismissal of CEOs and other
executive officers. The committee consists of six members, the president
and five independent outside directors, one of them serving as the
chairperson. This ensures NSHD’s independence from us regarding the
selection of management team members. NSHD seeks to secure the objectivity
and transparency of the Board of Directors in deliberations on transactions with the
controlling shareholder, by appointing five independent outside directors who are
independent of the controlling shareholder so that they make up majority of the
nine-member Board of Directors

Note: Relevant parts of each company’s disclosure have been extracted and partially edited for inclusion here. Blue text formatting was added by TSE.
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IPrevious Opinions (Nomination Committees) "“

» It is conceivable as a measure for protecting minority shareholders to require listed companies to
respect the decisions of their nomination committees, which consist of independent directors.

» Use of nomination committees in listed subsidiaries requires careful consideration.

> Establishing a nomination committee at a listed subsidiary makes it look like the company is |
| giving consideration to governance, but there are considerable differences among companies in
| terms of the actual situation. The role that can be expected of a nomination committee when the i
parent company or controlling shareholder controls most of the voting rights at the AGM is very different |
from that of a normal company.

Note: TSE plans to clarify that the controlling shareholder's policy and approach to exercising voting rights
when a nomination committee is established is one of the key points of information disclosure.
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I (Reference) Practical Guidelines concerning Group Governance Systems (Group Guidelinesl"l
JPX

m METI's Group Guidelines present the role of the nomination committee in nominating management (rather
than independent directors).

Only available in Japanese.

6.4 LIEFRUEERDERADED A 218N %H%_‘?ib‘%ﬂi%ﬁ%@?%ﬁ?%ﬁ%:tﬁéﬁéﬂ@& V6 DD, E
6.4.1 Lt%;ﬁ*iﬁgﬁmigz(:ﬁg-%aﬁg igilg*i(t_asb\_c\ %@J@*ﬁ'ﬁ(g?bVC%EEE"]Q#'JH‘E%TIDc_tb‘fky)
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DIEHEEH3. HEFRUDIEEERRE. HBTRUOERMER LICE > TRBE

o LB B DT, SEE e e omcE | SEOEBMTONBLS. BEN SORIENEENTBRENBA

BERURINGIET B EaBER. —BRIANCERBL, H | S 2%
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Source: METI "Practical Guidelines concerning Group Governance System (Group Guidelines)" (June 28, 2019) Note: Underline formatting was added by TSE
https://www.meti.go.jp/shingikai/economy/cgs_kenkyukai/pdf/20190628_group_gov.pdf
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I(Reference) Regulations on Conflicts of Interest in Each Market "“

JPX

* In related party transactions ($120,000 or more) ,

> An audit committee or another independent
body of the board of directors conducts a prior
review and oversight and will prohibit the
transaction if inconsistent with the interests of
the company and its shareholders. (NYSE)

> An audit committee or a comparable body of the
board of directors conducts a post facto review
and oversight. (Nasdaq)

« Companies with controlling shareholders
are exempt from many governance
structure regulations.

» Appointment of a majority of independent
directors, establishment of nomination and
compensation committees, etc.

U.S.

» An agreement is required to ensure that
transactions with the controlling shareholder are
conducted at arm's length (if a shareholder
becomes a controlling shareholder after the listing,
within six months thereafter). *

» Approval by the general meeting of shareholders
is required for transactions with related parties
other than transactions in the ordinary course of
business (with exemptions based on numerical
criteria). **

— Voting rights of related parties are excluded at the
shareholders' meeting.

» The Articles of Incorporation of a company
must have a Majority of Minority rule for the
appointment of independent directors (if a
shareholder becomes a controlling shareholder
after listing, before the next general meeting of

U.K. shareholders).

— However, if the MoM is not obtained, the
proposal can be re-proposed after a
certain period of time, and if a majority of
all shareholders approve the re-proposal,
the appointment can be made.

e On a comply-or-explain basis, one of the

following is required

> Appointment of a majority (Prime
Market) or at least one-third (Standard
Market) of independent directors

> Establishment of a special committee to
manage conflicts of interest, including
independent directors.

In a transaction with a controlling shareholder,
companies are required to obtain an opinion from
an entity who has no interest in the controlling
shareholder regarding whether the transaction
would undermine the interests of minority
shareholders

Japan

* An amendment from rule-based to comply-or-explain-based is under consultation.

 Based on the fiduciary duty of a
controlling shareholder to minority
shareholders, the controlling
shareholder is liable to the company
for damages if the company suffers
damages as a result of transactions
with the controlling shareholder or
deprivation of opportunities by the
controlling shareholder (case law).

N/A

N/A

** Amendments (1) to relax the numerical criteria and (2) to require confirmation by a sponsor instead of approval at a general shareholders meeting are under consultation.
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