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The corporate governance of Artner Co., Ltd. (the “Company”) is described below.

1. Basic Views on Corporate Governance, Capital Structure, Corporate Profile and Other
Basic Information

1. Basic Views

1. Artner’s No.1 business challenge is steadily improving shareholder value over the long term. So in

addition to expanding our business and ensuring profitability, we want to grow as a “technical partner”

together with our client companies in various industries, as a collective of engineers focused on developing

more and more advanced levels of technical expertise. At the same time, with a constant awareness of what

society needs most, and a desire to create a demand for it, we strive for business efficiency and soundness to

help in the sustainable development of the Company.

2. At Artner, we are highly conscious of our social responsibility as a company, so in addition to strictly

observing all applicable laws and regulations, we strive to sustain and develop favorable relationships with

shareholders, with our local community, with all of our client companies, and with all employees.

3. We are commiitted to further strengthening our internal control and risk management efforts through the

application of business management systems (including internal control systems) to enable flexible

adaptation to changes in the business environment. In this way, we will constantly improve our business

management. Artner also will promptly disclose relevant information both inside and outside the company

and enhance business transparency.

Updated|

[ Supplementary Principle 1.2.5]
The Company allows only shareholders of record (registered shareholders) to exercise their voting rights at
a general meeting of shareholders. The Company does not allow institutional investors (beneficial owners)
who own the Company’s shares in street names to attend a general meeting of shareholders to exercise their
voting rights or ask questions. The Company will consider the need to amend this policy.

[ Supplementary Principle 2.3.1]
The Board of Directors recognizes that addressing sustainability issues is a critical part of risk management
and holds a Compliance and Risk Management Meeting every month to identify and discuss issues to be
addressed. The Board intends to discuss how to deal with climate change and other emerging sustainability
issues.

[ Supplementary Principle 2.4.1]
The Company pursues the philosophy of being an Engineer Support Company that develops talent. As part
of promoting workplace diversity and inclusion under the Medium-Term Management Plan, the Company
has been offering greater career opportunities to its employees of foreign nationality, employees in their 60s,
and female employees. The Company has also been hiring to middle-management positions mid-career
employees found to have skills and competence that are required for such positions and are comparable to
those of career employees qualified for the similar positions.
The Company provides employees with diverse talent development programs with medium- and long-term
implications, including training for female employees, diversity training, and leadership training, formulated
under the Talent Training and Development Guidelines.




[ Supplementary Principle 3.1.3]
The Company recognizes the significance and implications of sustainability issues and discloses its policy
and actions taken to address them. The Company will consider disclosing its policies related to investment
in human capital and intellectual property.
The Company’s response to the recommendations of the Task Force on Climate-related Financial
Disclosures (TCFD) is posted on its website.

[ Supplementary Principle 4.1.3]
The Company recognizes that it is critically important to have in place a succession plan for the President
and CEO and other members of the Executive Team. The Board of Directors is responsible for nominating
successors to these members from among qualified candidates after an extensive scrutiny of their
experience, knowledge, and expertise in recruiting, training, sales, and administrative functions that support
the Company’s engineer placement business.
Regarding future nominations of successors to the President and CEO, and other members of the Executive
Team, a voluntarily established Nomination and Remuneration Committee, composed of a majority of
Independent Directors, shall deliberate and make recommendations to the Board of Directors, thereby
establishing a structure with high fairness, transparency and objectivity under appropriate supervision from
the Board of Directors.

[ Supplementary Principle 4.2.1]
The remuneration of Directors is performance-based, determined based on their respective positions,
responsibilities, and KPI achievements as well as on the Company’s business performance, to provide them
with an incentive to help achieve medium- and long-term growth of the Company.
The Company will consider the need to offer Directors a stock-based compensation plan, taking into
consideration the composition of total remuneration and the balance between the cash and stock portion of
compensation.

[ Supplementary Principle 4.2.2]
The Company recognizes the significance and implications of sustainability issues for the Company’s
medium- and long-term enterprise value. The Company holds CSR Promotion Meetings to discuss how to
address sustainability issues under the management and supervision of the Board of Directors.

[ Supplementary Principle 4.10.1]
The Company has established the Audit and Supervisory Committee. Although Independent Directors do
not represent a majority of the Board of Directors, the Company has established a Nomination and
Remuneration Committee, composed of a majority of Independent Directors, as an advisory committee to
the Board of Directors in order to ensure the independence, objectivity and accountability of board
functions.
The Nomination and Remuneration Committee will also deliberate on issues from the perspectives of
gender, global expertise, and other diversity-related issues as well as skills.

[Principle 4.11 Preconditions for Board and Kansayaku Board Effectiveness]
The Company recognizes that members of its board, as a whole, have well-balanced knowledge, experience,
and skills necessary to perform their roles and responsibilities. However, the Company recognizes that the
composition of the board is not sufficiently diverse in terms of gender, international experience, career
history, and age. The Company will take diversity into consideration when selecting candidates for future
Directors.
The Company’s Audit and Supervisory Committee is comprised of three members who have experience in
managing companies and are well versed in corporate finance, accounting, and legal affairs.
The result of an evaluation of the effectiveness of the Company’s Board of Directors are provided under
Supplementary Principle 4.11.3.




[Principle 1.4 Cross-Shareholdings]
The Company does not cross-hold shares of any other listed companies.
Should the Company choose to cross-hold such shares, it will disclose, under Chapter 1: Basic Views on
Corporate Governance, Capital Structure, Corporate Profile, and Other Basic Information of this Corporate
Governance Report, a cross-shareholding policy, results of validating the soundness of cross-held shares,
and the standards under which the Company will exercise its voting rights attached to cross-held shares.

[Principle 1.7 Related Party Transactions]
The Company requires that any transaction between the Company and its Director or its major shareholder
be sanctioned in advance by the Board of Directors in order to safeguard the interests of the Company as
well as the common interests of the shareholders.

[ Principle 2.6 Roles of Corporate Pension Funds as Asset Owners]
The Company provides a defined contribution pension plan, under which each eligible employee is
responsible for managing their own assets. As part of assisting employees with their asset-building efforts,
the Company provides new employees with a seminar on the pension plan and encourages them to apply for
an employer-matched contribution plan.

[Principle 3.1 Full Disclosure}

i. The Company discloses its corporate philosophy as well as its business strategies and plans on its
website and in investor briefing documents.

ii. The Company describes its basic views and policy on corporate governance under Section 1: Basic
Views of Chapter 1: Basic Views on Corporate Governance, Capital Structure, Corporate Profile, and
Other Basic Information of this Corporate Governance Report.

iii. The remuneration of Directors who are not members of the Audit and Supervisory Committee is
determined by the Board of Directors, provided that the total amount should fall below the ceiling
established by a resolution adopted at a general meeting of shareholders.

The remuneration of Directors who are members of the Audit and Supervisory Committee is determined
by deliberation among members of the committee, provided that the total amount should fall below the
ceiling established by a resolution adopted at a general meeting of shareholders.

The amount of remuneration for each Director is determined based on the Company’s business
performance and their respective contribution to it, as well as on the prevailing economic conditions.

iv. The Board of Directors nominates candidates for Directors who are not members of the Audit and
Supervisory Committee after an extensive scrutiny of their knowledge, experience, and ability necessary
to manage the Company’s business divisions and day-to-day operations.

The Board of Directors nominates candidates for Directors who are members of the Audit and
Supervisory Committee after an extensive scrutiny of their experience, expertise in corporate financing
and accounting, practical knowledge on the Company’s businesses, and general knowledge on corporate
management necessary to audit and oversee the performance of duties by Directors who are not
members of the Audit and Supervisory Committee.

v. The Company submits a list of candidates nominated by the Board of Directors under the procedures
described in the preceding item to a general meeting of shareholders for approval.

The Company describes in a supporting document, included in a notice of convocation for a general
meeting of shareholders, brief career histories of candidates for Directors who are not members of the
Audit and Supervisory Committee and the reasons for their nomination, as well as those of candidates
for Directors who are members of the Audit Supervisory Committee.

[ Supplementary Principle 4.1.1]
Pursuant to applicable laws, the Company has established the “Board of Directors Rules,” which define the
scope of matters to be deliberated on by the Board. In addition, the Company’s “Administrative Authority
Rules” and “Division of Duties Rules” define the scope of decision-making authority granted to the Board
of Directors, as well as individual Directors, by type of duty.




[Principle 4.9 Independence Standards and Qualification for Independent Directors]
The Company uses the criteria established by the Companies Act of Japan and the Tokyo Stock Exchange to
appoint Independent Directors. The Company will consider the need to establish criteria of its own design.

[ Supplementary Principle 4.11.1]
The Company’s Articles of Incorporation stipulate that there be 10 or less Directors who are not members of
the Audit and Supervisory Committee and five or less Directors who are members of the Audit and
Supervisory Committee. The Company currently has five Directors who are not members of the Audit and
Supervisory Committee and three Directors who are members of the Audit and Supervisory Committee.
The Company selects candidates for Directors who are found, after an extensive scrutiny, to be compatible
with its corporate philosophy and business strategy, to be capable of acting fairly and faithfully in the best
interests of the Company, and to have extensive experience, knowledge, and expertise in recruiting, training,
sales, and administrative functions that support the Company’s engineer placement business.
The Company submits a list of candidates selected in this manner to a general meeting of shareholders for
resolution upon the review and approval of the Board of Directors.
The Company has posted to its website (https://www.artner.co.jp/ir/governance/skill) a skill matrix for its
Directors that shows the scope of knowledge and experience that each of them possesses.

[ Supplementary Principle 4.11.2]
The Company discloses, in a notice of convocation for a general meeting of shareholders and its securities
reports, information about Directors who are not members of the Audit and Supervisory Committee and
who also hold key management positions at other companies, as well as information about Directors who
are members of the Audit and Supervisory Committee and who also hold such positions.
None of the current Directors of the Company who are not members of the Audit and Supervisory
Committee, nor the current Directors who are members of the Audit and Supervisory Committee, serve as
directors of other companies.

[ Supplementary Principle 4.11.3]
The Company periodically evaluates and analyzes the effectiveness of its Board of Directors and posts a
summary of evaluation results to its website.

[ Supplementary Principle 4.14.2]
Directors who are not members of the Audit and Supervisory Committee and Directors who are members of
the Audit and Supervisory Committee attend training sessions and external seminars to gain or broaden
knowledge and insights necessary to fulfill their professional responsibilities.
The Company will continue to provide them with information and opportunities for training.

[Principle 5.1 Policy for Constructive Dialogue with Shareholders]
The Company has put the Director and Head of the Corporate Planning and Strategy Division in charge of
IR. The IR and PR Group in the Corporate Planning and Strategy Division coordinates the Company’s IR
activities, including planning and organizing investor briefing sessions, which serve as a venue for
maintaining dialogues with shareholders.

2. Capital Structure

Foreign Shareholding Ratio Less than 10%




[Status of Major Shareholders]-

Sekiguchi Kogyo Co., Ltd. 4,310,000 40.56
Artner_ Employee Stock Ownership 995,748 9.37
Association
Osaka Small and Medium Business
Investment and Consultation Co., Ltd. 480,000 451
The Master Trust Bank of Japan, Ltd. (Trust 475,500 447
Account)
HARIGAE Tomonori 281,640 2.65
OKUSAKA Kazuya 254,880 2.39
EGAMI Yoji 129,252 1.21
Custody Bank of Japan, Ltd. (Trust Account) 119,500 1.12
THE BANK OF NEW YORK MELLON
140040 (Standing Proxy: Settlement and
Clearing Services Division, Mizuho Bank, 83,959 0.79
Ltd.)
The Nomura Trust and Banking Co., Ltd. 79,200 0.74
(Trust account)

None

I Supplementary Explanation
3. Corporate Attributes

Tokyo Prime Market

January

Services

More than 1,000

Less than ¥10 billion

Less than 10

4. Policy on Measures to Protect Minority Shareholders in Conducting Transactions with Controlling
Shareholder

5. Other Special Circumstances which may have Material Impact on Corporate Governance
| Not applicable.




II. Business Management Organization and Other Corporate Governance Systems regarding
Decision-making, Execution of Business, and Oversight in Management

1. Organizational Composition and Operation
Romaniziontorn. &0 L Tl Comrony wits e it and Supervisory Commites

[Directors]

15

1 year

President
8
Yes

I Outside Directors’ Relationships with the Company (1)

TERAMURA
Yasuhiko

From another company

MITANI Takaaki From another company
MORII Shinichiro From another company
*  Categories for “Relationship with the Company”
*  “Q” when the Director presently falls or has recently fallen under the category
“A” when the Director fell under the category in the past
*  “@” when a close relative of the Director presently falls or has recently fallen under the category
“ A”when a close relative of the Director fell under the category in the past

a. Executive of the Company or its subsidiaries

b. Non-executive director or executive of a parent company of the Company

c. Executive of a fellow subsidiary company of the Company

d. A party whose major client or supplier is the Company or an executive thereof

e. Major client or supplier of the listed company or an executive thereof

f. Consultant, accountant or legal professional who receives a large amount of monetary consideration or
other property from the Company besides compensation as a director/kansayaku

g. Major shareholder of the Company (or an executive of the said major shareholder, if the shareholder is a
legal entity)

h. Executive of a client or supplier company of the Company (which does not correspond to any of d, e, or f)
(the Director himself/herself only)

i. Executive of a company which has worked with the Company to appoint outside directors/kansayaku to
each other’s boards (the Director himself/herself only)

j- Executive of a company or organization that receives a donation from the Company (the Director
himself/herself only)

k. Others



Outside Directors’ Relationships with the Company (2)

TERAMURA
Yasuhiko

Yes

Yes

Designated as
Independent
Director

He has been appointed as
Outside Director as he has a
wealth of experience and
expertise gained from years of
service in key roles and
positions at financial institutions,
and as he is expected to deliver
well-rounded judgments based
on his unique career and provide
impartial and objective
oversight. He has been also
appointed as Independent
Director as he has no current or
past relationships with the
company that might give rise to
any conflict of interest with
general shareholders.

MITANI Takaaki

Yes

Yes

Designated as
Independent
Director

He has been reappointed as
Outside Director as he has wide-
ranging expertise gained from
his knowledge and experience in
the fields of accounting and
finance, and as he is expected to
continue to deliver well-rounded
judgments based on his unique
career and provide impartial and
objective oversight. He has been
also appointed as Independent
Director as he has no current or
past relationships with the
company that might give rise to
any conflict of interest with
general shareholders.

MORII
Shinichiro

Yes

Yes

Designated as
Independent
Director

He has been appointed as
Outside Director as he has a
wealth of experience and
expertise gained from his career
at key positions at Takara
Standard Co., Ltd., and as he is
expected to deliver well-rounded
judgments based on his unique
career and provide impartial and
objective oversight. He has been
also appointed as Independent
Director as he has no current or
past relationships with the
company that might give rise to
any conflict of interest with
general shareholders.




[Audit and Supervisory Committee]|

Committee’s Composition and Attributes of Chairperson

3 | Outside Director

Not appointed

Reasons for Adoption of the Current System

As the Company has in place a full-time member of the Audit and Supervisory Committee, no dedicated
staffers are assigned to provide administrative assistance to the committee. However, the Internal Audit
Office, which works closely with the committee, assists the committee as needed. In addition, at the
committee’s request, a staffer is assigned on a temporary basis to provide administrative assistance to the
committee.

Cooperation among the Audit and Supervisory Committee, an Accounting Auditor, and the Internal Audit
Departments

The Audit and Supervisory Committee and the Internal Audit Office consult with each other and exchange
information and views when preparing an annual audit plan and creating audit reports. This enables them to
share information and conduct audits efficiently. The Audit and Supervisory Committee and the Internal
Audit Office exchange information and views with an external accounting auditor of record in order to have
a common understanding of issues subject to audits. They also seek professional advice and guidance from
the accounting auditor as needed.

[Voluntary Establishment of Nomination and Remuneration Committees]

Established

Status of Voluntarily Established Committee(s), Attributes of Members Constituting the Committee and the
Chairperson

Nomination

and Outside

Remuneration “ v 1 = v v Director
Committee

Nomination

and Outside

Remuneration “ v 1 = v v Director
Committee




[Independent Directors]

[Incentives]

Supplementary Explanation

The Nomination and Remuneration Committee, chaired by the full-time member of the Audit and
Supervisory Committee, is composed of four members including the President and CEO and three members
of the Audit and Supervisory Committee who are Outside Directors, and will be held at least four times a
year. The Nomination and Remuneration Committee will make recommendations to the Board of Directors
on the appointment/dismissal and remuneration of Directors in order to enhance the fairness and objectivity
of the decision-making process of nominating and determining the remuneration of Directors as well as

enhancing corporate governance.

W

Matters relating to Independent Directors

| Not applicable.

Performance-linked remuneration

Supplementary Explanation

| Performance-linked remuneration may be paid to Directors out of up to 2% of annual profits.

Supplementary Explanation

[Director Remuneration]

No individual disclosure

Supplementary Explanation

The Company does not disclose the amount of remuneration for individual Directors, but discloses the total
amount in its securities reports and business reports.

Established

Disclosure of Policy on Determining Remuneration Amounts and Calculation Methods

The amount of remuneration for Directors is determined in accordance with the relevant internal rules. The
total amount of annual remuneration for Directors who are not members of the Audit and Supervisory
Committee should not exceed 200 million yen, as set forth by the resolution adopted at the Ordinary
General Meeting of Shareholders, held on April 27, 2017. The total amount of annual remuneration for
Directors who are members of the Audit and Supervisory Committee should not exceed 30 million yen, as
set forth by the resolution adopted at the Ordinary General Meeting of Shareholders, held on April 27, 2017.
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The Board of Directors and the Audit and Supervisory Committee are responsible for deliberating and
determining the remuneration of the Executive Team, which is composed of a fixed remuneration and
performance-linked remuneration. The remuneration of Directors who are not members of the Audit and
Supervisory Committee is determined by the Board of Directors, and the remuneration of Directors who are
members of the Audit and Supervisory Committee is determined through deliberation among the members
of the committee.

The Company notifies Outside Directors in advance of items on the agenda to be discussed and matters to
be reported on at an upcoming board meeting.

2. Matters on Functions of Business Execution, Auditing, Oversight, Nomination, and Remuneration
Decisions (Overview of the Current Corporate Governance System) [Update

The Company has in place the Audit and Supervisory Committee, and has five Directors who are not
members of the Audit and Supervisory Committee and three Directors who are members of it.

The Board of Directors

The Board of Directors is comprised of eight Directors, five of whom are not members of the Audit and
Supervisory Committee and three who are members of the committee. The Board meets twice a month: At a
mid-month business report board meeting, the members deliberate on the Company’s monthly business
performance; and at a regular month-end board meeting, they deliberate and decide on matters relating to
the Company’s management plan, as well as significant matters relating to day-do-day business operations.

The Compliance and Risk Management Meeting

The Company convenes Compliance and Risk Management Meetings once a month, attended by the
President and CEO and other Directors who are not members of the Audit and Supervisory Committee,
Directors who are members of the committee, and division and department heads. In these meetings,
members discuss policies and actions to ensure that all officers and employees of the Company abide by
laws and the Company’s Articles of Incorporation, and draw up the Risk Management Guidelines.

The CSR Promotion Meeting

The Company convenes the CSR Promotion Meeting four times a year, attended by the President and CEO
and other Directors who are not members of the Audit and Supervisory Committee, Directors who are
members of the committee, and division and department heads. In this meeting, the members hold discussions
to promote and manage the progress of issues and initiatives related to sustainability (including SDGs and
CSR initiatives).

The Audit and Supervisory Committee

The Audit and Supervisory Committee is comprised of three Outside Directors and meets twice a month.
Directors who are members of the committee also attend board meetings and other important internal
meetings. The committee provides impartial and independent oversight of the Company’s corporate
management, based on the audit standards as well as the audit policy and plans established by the
committee.

The Nomination and Remuneration Committee

The Nomination and Remuneration Committee, chaired by the full-time member of the Audit and
Supervisory Committee, is composed of four members including the President and CEO and three members
of the Audit and Supervisory Committee who are Outside Directors, and will be held at least four times a
year. The Nomination and Remuneration Committee will make recommendations to the Board of Directors
on the appointment/dismissal and remuneration of Directors in order to enhance the fairness and objectivity
of the decision-making process of nominating and determining the remuneration of Directors as well as
enhancing corporate governance.
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External Accounting Auditor of Record

The Company employs KPMG AZSA LLC as its accounting auditor of record. The Company has no
conflict of interest with the accounting firm or with the firm’s managing partners who conduct accounting
audits of the Company.

Names and accounting firms of certified public accountants who have conducted accounting audits of the
Company

Kenji Yono, designated limited liability employee and managing partner of KPMG AZSA LLC

Tomonori Yasuda, designated limited liability employee and managing partner of KPMG AZSA LLC

3. Reasons for Adoption of the Current Corporate Governance System

The Company has in place the Audit and Supervisory Committee in order to enhance the effectiveness of its
auditing, oversight, and corporate governance functions, as well as to achieve greater management
transparency and increase its enterprise value.
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II1. Implementation of Measures for Shareholders and Other Stakeholders

1. Measures to Vitalize General Meetings of Shareholders and Ensure Smooth Exercise of Voting
Rights by Shareholders

The Company allows its shareholders to exercise their voting rights via the
Internet.

The Company participates in the electronic voting platform operated by ICJ,
Inc.

The Company prepares an English-language translation of the Notice (or
Summary of Notice) of Convocation, which it posts on its website at
https://www.artner.co.jp/en/ir/.

The Company posts a convocation notice for a general meeting of
shareholders on its website at https://www.artner.co.jp/en/ir.

2. IR Activities [Updated|

The Company posts its “Disclosure Policy” on its
website at https://www.artner.co.jp/en/ir.

The Company holds investor briefing sessions three
to four times a year, either in person or online, to

share its management policy, financial results, and Yes
business forecasts with individual investors.

The Company holds an investor briefing session

twice a year, either in person or online, to share its

management policy, financial results, and business Yes

forecasts with financial analysts and institutional
investors.

The Company posts to the IR section of its website
its financial and other corporate information
required for timely disclosure and securities reports.

The IR and PR Group in the Corporate Planning and
Strategy Division coordinates the Company’s IR
activities.

3. Measures to Ensure Due Respect for Stakeholders

The Company has the “Compliance Rules” in place to ensure sound and
transparent corporate management.

The Company posts to the CSR section of its website the “Main CSR
Goals” and updates on CSR activities.

The Company posts its policy on the provision of information under the
“Disclosure Policy,” which is available on its website.
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IV. Matters Related to the Internal Control System
1. Basic Views on Internal Control System and the Progress of System Development

1. System to ensure that Directors and employees execute their duties in compliance with applicable laws
and regulations and the Company’s Articles of Incorporation

(1) At Artner, we have implemented the Compliance and Risk Management Meeting, chaired by the
President and CEOQ, as part of a system aimed at thoroughly educating employees regarding all applicable
laws and regulations and the Articles of Incorporation, and also ensuring such compliance.

(2) We have set up an internal whistleblowing system, under which Directors, employees, and other people
engaged in work for the Company can report corruption or wrongdoing to the Whistleblowing Committee,
which has a duty of confidentiality. It is prohibited to subject persons who submit whistleblower reports
using the system to any disadvantageous treatment as a result of such reporting. The system is designed to
ensure the effectiveness of whistleblowing to prevent or quickly detect violations of applicable laws and
regulations.

(3) The Internal Audit Office, operating independently of other divisions that execute business practices,
conducts internal audits. Through such audits, it verifies the appropriateness and effectiveness of the
internal management system of each division, and by promoting the improvement of the systems, it ensures
that all employees lawfully execute their duties.

2. System to ensure the appropriateness of financial reporting

(1) Directors and employees ensure the appropriateness of financial reporting by executing their duties in
compliance with the “Basic Framework of Internal Control Related to Financial Reporting.”

(2) Directors and employees smoothly operate the system to ensure the appropriateness of financial
reporting.

(3) The Internal Audit Office audits the operation of the system to ensure the appropriateness of financial
reporting.

3. System to store and manage information relating to the execution of duties by Directors

(1) Information and documents relating to the execution of duties by Directors are appropriately stored and
managed in accordance with the “Document Management Rules,” other applicable rules and regulations,
and related information management system manuals.

(2) The Internal Audit Office conducts internal audits to confirm that this information and related
documents are appropriately stored and managed.

4. Rules and system to manage the risk of loss

(1) We have formulated guidelines, “Structure to Conduct Risk Management,” to define a clear system for
managing different risks.

(2) We have classified and defined management risks in accordance with these policies, and each
responsible division identifies and analyzes the risk situation for each type of risk. We have set up a system
in which the various kinds of risks are managed through the Compliance and Risk Management Meeting.
Management and countermeasures for each type of risk are clarified and managed in the meeting.

(3) The Internal Audit Office, which is directly overseen by the President and CEO, is responsible for audits
in accordance with an internal audit plan. The office examines the method and details of audit
implementation and revises the audit method as and when needed.

5. System to ensure that Directors execute their duties efficiently

(1) Board of Directors meetings are held twice a month, as the basis of a system to ensure that Directors
execute their duties efficiently. The first board meeting of the month is a performance board meeting and
the second is a regular board meeting. Special board meetings are also held as and when needed. The scope
of authority of the Board of Directors is clearly defined in the “Board of Directors Rules.”

(2) To ensure efficient business management by the Directors, we have formulated “Organizational Rules,’
“Administrative Authority Rules,” “Division of Duties Rules,” “Division of Duties (Administrative
Authority) Statement,” and other internal rules.

bl

6. System to ensure appropriate business practices in a corporate group consisting of companies, parent
companies, and subsidiaries
The company does not currently have any parent companies or subsidiaries.
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7. Matters relating to employees who assist with the duties of the Audit and Supervisory Committee,
independence of such employees from other Directors who are not members of the committee, and ensuring
the effectiveness of the committee’s instructions to such employees

(1) If requested by the Audit and Supervisory Committee, an employee can be appointed to assist with the
duties of the committee.

(2) The appointment or dismissal, reassignment, and performance evaluation of such employees require the
approval of the Audit and Supervisory Committee.

(3) If the Audit and Supervisory Committee requests the appointment of an employee to assist with its work,
the appointment of a suitable employee to assist with the work needed by the committee is made in
consultation with the committee. The appointment is made with the prior approval of the committee, and
with an assurance of independence. To ensure the effectiveness of the instructions of the Audit and
Supervisory Committee to the applicable employee, the employee works exclusively for the committee,
without being assigned any other work.

8. System to enable Directors who are not members of the Audit and Supervisory Committee and employees
to report to the Audit and Supervisory Committee

(1) Directors who are members of the Audit and Supervisory Committee attend meetings of the Board of
Directors and other important meetings and receive reports on the state of business practice execution from
other Directors who are not members of the committee.

(2) Directors who are members of the Audit and Supervisory Committee are able to view important internal
decision request circulars, written decisions, and reports that are not discussed at the important meetings
mentioned above, and they also receive explanation of the contents of such documents as and when needed.
(3) Directors or employees should report to the Audit and Supervisory Committee any of the following: a
risk that may significantly harm the company; misconduct relating to execution of duties by Directors who
are not members of the Audit and Supervisory Committee; significant violation of an applicable law,
regulation, or the Articles of Incorporation; reports relating to the state of internal audits; facts reported
based on the internal whistleblowing system; and any other matter requested for the purposes of the Audit
and Supervisory Committee.

9. System to ensure that persons who make whistleblower reports to the Audit and Supervisory Committee
are not subjected to any disadvantageous treatment as a result of such reporting

In accordance with internal rules, it is prohibited to subject persons who submit whistleblower reports using
the system to disadvantageous treatment in retaliation for whistleblowing.

10. Matters relating to policies concerning procedures for prepayment or reimbursement of expenses arising
from the execution of duties by the Audit and Supervisory Committee members or other processing of
expenses or monetary obligations arising from the execution of such duties

The procedures for prepayment or reimbursement of expenses arising from the execution of duties by
members of the Audit and Supervisory Committee or other processing of expenses or monetary obligations
arising from the execution of such duties are carried out appropriately through applications made by
members of the Audit and Supervisory Committee.

11. Other systems to ensure that audits of the Audit and Supervisory Committee are effectively conducted
(1) The President and CEO and the Head of the Internal Audit Office strive to enable sufficient
opportunities for consultation with the Audit and Supervisory Committee members to examine the
establishment of a suitable working environment for the committee, in order to ensure the effectiveness of
audits.

(2) To ensure the effectiveness of audits by the Audit and Supervisory Committee, the committee members
demand that the President and CEO and the Board of Directors strive to make continuous improvements to
the auditing system.

(3) The Internal Audit Office, which is the internal auditing department of the Company, and the division
responsible for oversight of compliance and risk management meet regularly with the Audit and
Supervisory Committee to exchange opinions regarding issues to be addressed.

(4) If the Audit and Supervisory Committee deems it necessary to appoint legal advisors or other external
advisors when conducting an audit, such advisors can be appointed.
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2.

Basic Views on Measures against Antisocial Forces

1. Basic approach to the exclusion of antisocial forces

(1) To fulfill its obligations of corporate social responsibility and to protect the Company, any relations with
antisocial forces are cut off.

(2) In the event that the company is subjected to any unreasonable demands by antisocial forces, we respond
resolutely by legal means.

(3) We set up a “System for Cutting off Relations with Antisocial Forces” based on the manual for dealing
with antisocial forces.

(4) In preparation for unreasonable demands by antisocial forces, we are building close partnerships with an
external specialized agency, and in the event that we are subjected to an unreasonable demand by antisocial
forces, we will consult with the agency regarding how to respond, or request a response from the agency.

(5) Under no circumstances do we, for the sake of convenience, respond by engaging in behind-the-scenes
dealing with or providing money to antisocial forces.

(6) We regularly inform Directors and employees of our “System for Cutting off Relations with Antisocial
Forces” and promote awareness of it.

2. Internal system for exclusion of antisocial forces

(1) Under the Head of the Management Division, the General Affairs Group, as department responsible for
exclusion of antisocial forces, strives to prevent the Company from being subjected to any unreasonable
demands from such forces.

(2) We have concluded advisory agreements with a legal advisor and retired police officers, and collaborate
with a specialized agency.

(3) In collaboration with the Head of the Management Division, the General Affairs Group receives
guidance and advice from the legal advisor as circumstances demand, and maintains a database of
information on antisocial forces. As and when needed, the group also reports the details of such information
to the Board of Directors. Based on the information, each division and the Compliance and Risk
Management Meetings examine approaches to the exclusion of antisocial forces.

(4) We distribute a manual for dealing with antisocial forces to all employees and promote awareness of it.
(5) The General Affairs Group raises awareness of issues relating to the exclusion of antisocial forces
regularly at internal training sessions.
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V. Other
1. Adoption of Anti-Takeover Measures

Adoption of Anti-Takeover Measures Not adopted

I Supplementary Explanation

In order to respond to the mandate of its shareholders, the company recognizes that its most important
challenges are to continue the Company’s sustained growth and to increase corporate value. We presently
have no plans to introduce anti-takeover measures.

2. Other Matters Concerning the Corporate Governance System

The Company has in place the following system to ensure the timely disclosure of corporate information:

1. Basic policy on the timely disclosure of corporate information

The Company manages its corporate information accurately, and discloses it in a timely and appropriate
manner, to earn the understanding, trust, and support of the public. The Company considers it an essential
part of fulfilling its social responsibility to provide information that contributes to the greater transparency
and fairness of its corporate management, as well as to greater enterprise value. The Company discloses
such information as mandated by the “Rules on Timely Disclosure of Corporate Information by Issuers of
Listed Securities” (hereinafter the “Timely Disclosure Rules™), established by the Tokyo Stock Exchange,
expeditiously, accurately, and appropriately, and in accordance with applicable laws and regulations. The
Company discloses such information as mandated by the Timely Disclosure Rules via the Timely Disclosure
network (TDnet) and press releases, as well as on the Company’s website. The Company voluntarily and
proactively discloses information that is not mandated by laws or regulations when it considers that to do so
serves the public interest. When disclosing information, the Company follows its own “Information
Disclosure Rules” to ensure the appropriateness of information disclosure practices. The Company has in
place the Information Disclosure Committee, which is responsible for assessing the appropriateness of the
Company’s information disclosure practices.

2. Internal system for the timely disclosure of corporate information

The Company intends to fulfill its social responsibility, serve the public interest, and earn the trust and
respect of shareholders, investors, and all other stakeholders. To achieve this objective, the Company has in
place the Information Disclosure Committee, which is responsible for assessing the significance that each
piece of the Company’s corporate information may have to shareholders’ and investors’ decision-making.
The committee is also responsible for implementing and improving the internal system and processes for the
timely and appropriate disclosure of information, in accordance with the Timely Disclosure Rules and
applicable laws and regulations. The committee aggregates information that is expeditiously and
comprehensively collected and provided by relevant divisions and departments and that is considered
subject to disclosure under the Timely Disclosure Rules and applicable laws and regulations. The committee
is chaired by the President and CEO and is composed of the head of the Management Division, who serves
as Information Management Administrator, and heads of other divisions and departments who have access
to a wide range of corporate information. The committee meets to assess the timeliness, legal compliance,
and accuracy of information disclosure under the Timely Disclosure Rules and applicable laws and
regulations, including a decision whether to voluntarily disclose information deemed to be relevant to
investors. When the committee determines that particular information needs to be disclosed, it considers
how and when to disclose the information and submits its recommendation to the Board of Directors for
approval. With the Board’s approval, the committee discloses the information to the public.

3. Timely disclosure of significant decisions

The Company discloses its significant corporate-level decisions and financial results in resolutions duly
adopted by the Board of Directors. The Board resolves such matters as defined by the “Board of Directors
Rules.” The Information Disclosure Administrator, served by the Director in charge of information
disclosure, discloses matters of significance subject to disclosure as soon as the Board passes resolutions on
them.
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4. Disclosure of significant events

The Company designates division and department heads as Information Management Coordinators
responsible for managing information relating to significant undisclosed events that occur in their respective
divisions and departments. When the Company’s officers and employees become aware of undisclosed
significant events or information relating to potential significant events in the course of business, they report
such events or information to the Information Management Coordinators in their respective divisions or
departments. When the Information Management Administrator considers that the information provided by
an Information Management Coordinator is significant, the Administrator discloses such information to the
public at an appropriate time and by an appropriate method in a resolution duly adopted by the Board of
Directors. At a time of urgency, the President and CEO may plan on disclosure of such information to
ensure timely disclosure.

5. Prevention of insider trading

The Company has in place the “Rules for Managing Insider Trading of Stocks,” which guide officers and
employees in managing significant information that comes to their attention in the course of business and in
trading stocks. The rules serve as a deterrent to prevent insider trading and ensure that the Company earns
the trust of the stock market.
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