
Directors 
 

The Board of Directors has the ultimate responsibility for the administration of the affairs of the 
Company. The Company’s articles of incorporation limit the number of directors to ten. Directors 
are elected at a general meeting of shareholders, and the standard term of directors is one year. 
Directors may serve any number of consecutive terms. The Board of Directors elects one or more 
representative directors from among its members, each of whom has the authority individually to 
represent the Company. From among its members, the Board of Directors may elect the chairman 
and the vice chairman. None of the directors of the Company has a service contract with the 
Company that provides for benefits upon termination of service.  

 
Pursuant to the Company Law of Japan (hereinafter in Item 6.C., “Company Law”) and the 

Company’s articles of incorporation, and to the extent permitted by the laws and regulations, the 
Company may, by resolution of the Board of Directors, exempt liabilities of its directors (including 
persons who have previously served as the Company’s directors) for failing to perform their duties. 
The Company may enter into contracts with outside directors to limit their liabilities for a failure 
to perform their duties, provided that the maximum amount of liabilities under such contracts 
shall be the total of the amounts provided in each item of Article 425, Paragraph 1 of the Company 
Law. 
 
Corporate Auditors 
 

The Company’s articles of incorporation provide for no more than five corporate auditors and 
the Company currently has two Standing Corporate Auditors and two outside corporate auditors. 
Corporate auditors are elected at the general meeting of shareholders and the standard term of 
office of corporate auditors is four years. Under the Company Law, at least half of the corporate 
auditors are required to be persons who have not been a director, accounting counselor (if an 
accounting counselor is a corporation, an employee of such corporation who executes its duties), 
executive officer, manager, or employee of the Company or any of its subsidiaries at any time in 
the past. Corporate auditors may not at the same time be directors, accounting counselors (if an 
accounting counselor is a corporation, an employee who executes its duties), executive officers, 
managers, or employees of the Company or any of its subsidiaries. The Company increased the 
number of required outside corporate auditors from one to two at the general meetings of 
shareholders held in June 2003 in order to strengthen the auditing function of the board of 
corporate auditors. Corporate auditors are under a statutory duty to oversee the administration of 
the Company’s affairs by its directors, to audit its financial statements to be submitted by its 
Board of Directors to the general meetings of the shareholders and to report their opinions thereon. 
They are also required to attend the meetings of the Board of Directors and to express their 
opinions, but are not entitled to vote.  

 
Corporate auditors constitute the board of corporate auditors. The board of corporate auditors 

has a statutory duty to prepare and submit an audit report to the directors each year. A corporate 
auditor may note his or her opinion in the audit report if his or her opinion is different from the 
opinion expressed in the audit report. The board of corporate auditors is empowered to establish 
audit policy, methods to investigate the state of business operations and assets and other matters 
relating to the execution of duties by corporate auditors.  

 
Pursuant to the Company Law and the Company’s articles of incorporation, and to the extent 

permitted by the laws and regulations, the Company may, by resolution of the Board of Directors, 
exempt liabilities of its corporate auditors (including persons who have previously served as the 
Company’s corporate auditors) for failing to perform their duties. The Company may enter into 
contracts with outside corporate auditors to limit their liabilities for a failure to perform their 
duties, provided that the maximum amount of liabilities under such contracts shall be the total of 
the amounts provided in each item of Article 425, Paragraph 1 of the Company Law. 
 
 
 



Significant Differences in Corporate Governance Practices between the Company and U.S. 
Companies Listed on the New York Stock Exchange 
 

Pursuant to home country practices exemptions granted by the New York Stock Exchange, or 
the NYSE, the Company is permitted to follow certain corporate governance practices complying 
with Japanese laws, regulations and stock exchange rules in lieu of NYSE’s listing standards. The 
United States Securities and Exchange Commission, or the SEC, approved changes to the NYSE’s 
listing standards related to corporate governance practices of listed companies in November 2003, 
as further amended in November 2004. The Company is exempted from the approved changes, 
except for requirements that (a) the Company’s board of corporate auditors satisfy the 
requirements of Rule 10A-3 under the U.S. Securities Exchange Act of 1934 as amended, or the 
Exchange Act, (b) the Company must disclose significant differences in the corporate governance 
practices followed by the Company as compared to those followed by domestic companies under 
the NYSE listing standards, (c) the Company’s CEO must notify the NYSE of material 
non-compliance with (a) and (b), and (d) the Company must submit annual and interim written 
affirmations to the NYSE. The Company’s corporate governance practices and those followed by 
domestic companies under the NYSE listing standards, or NYSE Corporate Governance, have the 
following significant differences: 
 

1. Directors. The Company currently has two outside directors on its Board of Directors. Unlike 
NYSE Corporate Governance, the Company Law of Japan and related legislation (hereinafter in 
Item 16G., the “Company Law”), do not require Japanese companies with boards of corporate 
auditors such as the Company to have any outside directors on its Board of Directors. While NYSE 
Corporate Governance requires that the non-management directors of each listed company meet 
at regularly scheduled executive sessions without management, the Company currently has no 
non-management director on its Board of Directors. Unlike NYSE Corporate Governance, the 
Company Law does not require, and accordingly the Company does not have, an internal corporate 
organ or committee comprised of only outside directors.  

 
2. Committees. The Company has not established committees responsible for director 

nomination, corporate governance and executive compensation as required by NYSE Corporate 
Governance, but it has adopted a system of corporate auditors based on the Company Law and 
integrated such system into the Company’s corporate governance structure. In addition, in 
connection with such system of corporate auditors, the Company has elected to establish a 
nomination and compensation committee, which is an optional committee under the Company 
Law.  

 
Pursuant to the Company Law, the Company’s Board of Directors nominates and submits a 

proposal for appointment of directors for shareholder approval. The shareholders vote on such 
nomination at the Company’s general meeting of shareholders. The Company Law requires that 
the respective total amount of remuneration, among others, (remuneration, bonus, and other 
consideration for services related to employment) to be paid to all directors and all corporate 
auditors must be determined by a resolution of the general meeting of shareholders, unless their 
remuneration is provided for in the articles of incorporation. The distribution of remuneration 
among directors is broadly delegated to the Company’s Board of Directors and the distribution of 
remuneration among corporate auditors is determined by the board of corporate auditors. 

 
3. Audit Committee. The Company avails itself of paragraph (c)(3) of Rule 10A-3 of the 

Exchange Act, which provides a general exemption from the audit committee requirements to a 
foreign private issuer with a board of corporate auditors, subject to certain requirements which 
continue to be applicable under Rule 10A-3.  

 
Consistent with the requirements of the Company Law, the Company elects its corporate 

auditors through a resolution adopted at a general meeting of shareholders. The Company 
currently has four corporate auditors, which exceeds the minimum number of corporate auditors 
required pursuant to the Company Law. 

 
Unlike NYSE Corporate Governance, the Company Law, among others, does not require 



corporate auditors to establish an expertise in accounting nor are they required to present other 
special knowledge and experience. Under the Company Law, the board of corporate auditors may 
determine audit policy, methods to investigate the state of business operations and assets and 
other matters relating to the execution of duties by corporate auditors, prepare corporate auditors’ 
reports and give consent to proposals of the nomination of corporate auditors and accounting 
auditors. 

 
The Company currently has two corporate auditors who satisfy the requirements of “outside 

corporate auditor” under the Company Law. Unlike NYSE Corporate Governance, under the 
Company Law, at least one-half of the corporate auditors of the Company must be “outside 
corporate auditors,” which is a person who was not a director, an accounting counselor (if an 
accounting counselor is a corporation, an employee of such corporation who carries out its duties), 
executive officer, general manager, or any other employee of the Company or any of its 
subsidiaries at any time in the past. Corporate auditors may not at the same time be directors, an 
accounting counselor (if an accounting counselor is a corporation, an employee who carries out its 
duties), executive officer, general manager, or any other employee of the Company or any of its 
subsidiaries. 

 
4. Corporate Governance Guidelines. The Company is required to adopt or disclose corporate 

governance guidelines under Japanese laws and regulations, including the Company Law and the 
Financial Instruments and Exchange Law of Japan or rules of Tokyo stock exchange. Pursuant to 
the Company Law, the Company is required to decide to implement a structure as required by an 
ordinance of the Ministry of Justice (the “Internal Control System”) in order to ensure directors’ 
compliance with applicable laws and regulations and the Company’s articles of incorporation 
while executing their duties and joint stock companies’ proper business operation, and is required 
to disclose the decision to implement the Internal Control System, policies and the conditions of its 
corporate governance in its business report, annual securities report and certain other disclosure 
documents in accordance with the Company Law, the Financial Instruments and Exchange Law, 
and applicable Cabinet ordinances and rules of Tokyo stock exchange in respect of timely 
disclosure. 

 
5. Code of Business Conduct and Ethics. Unlike NYSE Corporate Governance, under Japanese 

law (including the Company Law and the Financial Instruments and Exchange Law of Japan), 
and the rules of the Tokyo stock exchange, the Company is not required to adopt a code of business 
conduct and ethics for directors, officers and employees. Accordingly, the Company is not required 
to adopt and disclose a code of business conduct and ethics for these individuals. However, in 
accordance with the Company Law, the Company has decided to implement the Internal Control 
System as a structure to ensure that director’s execution of their duties at meetings of the Board 
of Directors complies with applicable laws and regulations and the Company’s articles of 
incorporation. Furthermore, the Company has established a code of ethics consistent with Section 
406 of the Sarbanes-Oxley Act. 89 

 
6. Shareholder Approval of Equity Compensation Plans. Unlike NYSE Corporate Governance, in 

which material revisions to equity-compensation plans of the listed companies are subject to 
shareholder approval, pursuant to the Company Law, if a joint stock company desires to adopt an 
equity-compensation plan for directors as compensation to directors other than cash, such 
company is generally required to obtain shareholder approval by an “ordinary resolution.” In 
addition to the above approval, when the Company previously desired to adopt an 
equity-compensation plan under which stock acquisition rights are granted on favorable terms to 
the recipient under the plan (except where such rights are granted to all of its shareholders on a 
pro-rata basis at the same time), the Company has obtained shareholder approval by a “special 
resolution” of a general meeting of shareholders, where the quorum is one-third of the total 
number of voting rights and the approval of at least two-thirds of the voting rights represented at 
the meeting is required. 


