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INVESTMENT/M&A

1. Corporate Governance — Independent Directors
The Companies Act (Act No. 86 of 2005), as amended in June 2014, and its relevant
ordinances:

(a) strengthen qualification requirements for outside directors, by excluding individuals
such as parent company directors and employees;

(b) require any listed company not having at least one outside director to disclose in its
business report and explain at its annual meeting of shareholders “reasons why appointing

an outside director would be inappropriate”; and

(c) introduce the audit and supervisory committee form of corporate governance as a means
of facilitating the use of outside directors.

The amended Act took effect on May 1, 2015. Two years after the amendment took effect,
the Government of Japan will reconsider its rules on corporate governance in order to
determine whether additional steps, including a mandatory requirement for listed companies
to include at least one outside director, are necessary. Further, in line with the amended
Companies Act, the amendment to the Tokyo Stock Exchange (TSE) listing requirements,
which requires TSE-listed companies to aim to ensure the presence of at least one
independent director who is an outside director, was implemented in February 2014. In
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addition, on June 1, 2015, the TSE established Japan’s Corporate Governance Code. The
Code adopts a “comply or explain” approach for implementation, and indicates that listed
companies should appoint at least two independent directors.

2. Anti-takeover Defenses

The Government of Japan recognizes that it is improper for directors to use takeover
defense measures to prevent an acquisition that would enhance corporate value and
shareholders’ common interests. In this connection, the measures described in the section
above concerning independent directors could help to prevent such outcomes. The
Government of Japan will receive comments and recommendations on takeover defense
measures for consideration and possible action.

3. Regulatory Reform

In keeping with the Growth Strategy of the Government of Japan aiming for at least the
doubling of inward foreign direct investment stocks by 2020, the Government of Japan will
seek comments and recommendations from foreign investors and other stakeholders for the
purpose

of promoting foreign direct investment and enhancing the effectiveness and
transparency of Japan’s regulatory framework. Comments and recommendations
will be referred to the Council on Regulatory Reform on a regular basis, along
with responses from relevant ministries and agencies with respect to the
feasibility of such comments and recommendations, for consideration and
possible action. The Government of Japan will take necessary measures in

compliance with the Council’s recommendations.
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