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The status of our corporate governance is as described below. 

Ⅰ  Basic concepts on corporate governance, capital structure, corporate attributes, and other 

basic information 

1.  Basic approach 
The Group has constructed an efficient and fair management system, and in order to maintain close relationships with all stakeholders, 
including all shareholders, as well as customers, the local community, and employees, etc., as well as for transparent, fair, prompt, and 
decisive decision making, by improving sustainable growth and medium to long term corporate value, has adopted the following five points 
as the basic policy for its corporate governance. 

1.  Prompt management decision making 
2.  Highly strategic organizational design 
3.  Ensuring the transparency and rationality of corporate acts 
4.  Establishing an appropriate internal control system 
5.  Performing accountability through proper disclosure 

Under this basic policy, we shall construct and operate an appropriate internal control system as a corporate group, shall work on the 
preparation and enhancement of the compliance system on an ongoing basis, and shall conduct a prompt and accurate response to various 
risks that have a significant effect on management. 

[Reasons for not implementing each of the principles of the Corporate Governance Code] 
The Company implements each of the principles of the Corporate Governance Code. 

[Disclosures based on each of the principles of the Corporate Governance Code]  

<Principle 1-4> [Cross-shareholdings policy] 
The Group, in comprehensive consideration of business strategy and business relationships with trading partners, etc., and from the 
perspective of maintaining and strengthening trading relationships with the companies that we have invested in to improve corporate value in 
the medium to long term, has cross-shareholdings. For individual cross-shareholdings, we verify the economic rationality, including the 
objective of the holding and whether or not the benefits and risks in conjunction with the holding are commensurate with the cost of capital, 
etc., as well as the future outlook, etc. 
Based on the results of the verification, the Group's policy is to reduce the number of shares with diminished meaning behind their holding by 
selling them. Based on the results of the 2020 verification, we sold shares of two companies held by our affiliates (34 million yen). 
In regard to the exercising of voting rights for cross-shareholdings, we make decisions of approval or disapproval based on whether or not 
the content of the proposal is contrary to the medium to long term improvement in corporate value of the company being invested in, and 
whether or not any major issues have arisen in relation to corporate governance at the company being invested in. 

<Principle 1-7> [Transactions between related parties] 
Transactions with officers: Pursuant to the Board of Directors Rules, these are subject to the passing of a resolution at a meeting of the 
Board of Directors. 
Transactions with major shareholders (holdings of 10% or more of voting rights): The Board of Directors verifies market price and transaction 
conditions, etc., in the same manner as for other general transactions, and a resolution is passed at a meeting of the Board of Directors. 

<Principle 2-6> [Demonstration of function as corporate pension asset owner] 
The Company has introduced a defined contribution pension plan, and conducts on going education for employees once per year. 

<Principle 3-1> [Enhancement of information disclosures] 
(1)  We publish our management philosophy and management strategy (medium term management plan) on our website. 

Management Philosophy: https://www.smcon.co.jp/en/corporate/corporate-principles.html 
Medium Term Management Plan: https://www.smcon.co.jp/en/investor/ 

(2)  Our basic concepts and basic policy on corporate governance are as stated in “I. Basic concepts on corporate governance, capital 
structure, corporate attributes, and other basic information 1. Basic concepts” of this report. 

(3)  The policies and procedures for determining individual officer remuneration are as described in “II. Overview of management 
organizations and other corporate governance systems related to managerial decision making 2. Matters relating to functions such as 
the execution of business, auditing, supervision, nomination, and the determination of remuneration (overview of the current corporate 
governance system)” of this report. 

(4)  The policies and procedures for appointment and dismissal of management level executives as well as the nomination of candidate 
directors and audit & supervisory board members by the Board of Directors are as described in “II. Overview of management 
organizations and other corporate governance systems related to managerial decision making 2. Matters relating to functions such as 
the execution of business, auditing, supervision, nomination, and the determination of remuneration (overview of the current corporate 
governance system)” of this report. 

(5)  The reasons for the individual appointment (dismissal) of management level executives, directors, and audit & supervisory board 
member candidates are disclosed on the Company's website. 

Notification of convocation of general meeting of shareholders: https://www.smcon.co.jp/investor/stock-information/generalmeeting/ 

<Supplementary Principle 4-1-1> 
The Company has introduced an executive officer system to separate the supervisory function of the Board of Directors from the business 
execution function of executive officers. In regard to matters to be entrusted to executive officers, these matters are made subject to a clear 



resolution of a meeting of the Board of Directors, and the responsibilities, division of duties, and decision-making authority are clarified in 
subordinate rules, in accordance with the matter being entrusted. 

<Principle 4-8> [Effective use of independent outside directors] 
In order to further enhance the independence and objectivity of the supervisory function of the Audit & Supervisory Board and the monitoring 
and supervisory function of the Board of Directors, we have appointed three independent, outside directors, and communications and 
coordination, etc., with management being handled by the General Affairs Department, which is the secretarial office of the Board of 
Directors. In addition, outside directors and the Audit & Supervisory Board regularly hold meetings at which they share information and 
exchange opinions on important managerial issues and the state of the Board of Directors, etc., and aim to work together. 

<Principle 4-9> [Independent determination criteria and qualities of independent outside directors] 
The Company selects persons as independent outside directors on the condition that they meet the requirements for independent officers set 
forth by the Tokyo Stock Exchange. It should be noted that for persons involved in transactions, there is the requirement of not being a 
stakeholder of a “specified related business operator”. In addition, we regard persons affiliated with an advising law firm or corporate 
accounting office as not being independent. 

<Supplementary Principle 4-11-1> 
When appointing directors, the Company, from the perspective of being a general construction company that is mainly focused on domestic 
and overseas civil engineering and construction businesses, selects persons who have a suitable level of knowledge in both businesses. In 
addition, from the perspective of maintaining a system that is suitable for the performance of business activities as a company which is listed 
on the First Section of the Tokyo Stock Exchange, we select persons who are familiar with governance, fundraising, and corporate 
management as members of a well-balanced Board of Directors, in consideration also of diversity, including in relation to gender and 
nationality. 
The number of persons is determined in consideration of current sales and business content. 

<Supplementary Principle 4-11-2> 
The main concurrent positions of directors and audit & supervisory board members are disclosed on the Company's website. 

Notification of convocation of ordinary general meeting of shareholders: https://www.smcon.co.jp/investor/stock-
information/generalmeeting/ 
Securities report: https://www.smcon.co.jp/investor/library/security-report/ 

<Supplementary Principle 4-11-3> 
An overview of the results of assessments on the current situation concerning the effectiveness of the Board of Directors conducted by 
directors and audit & supervisory board members is disclosed on the Company's website. We seek advice and opinions for further 
improvements, and endeavor to contribute to the effectiveness of the Board of Directors. 

Overview of the results of assessments on the effectiveness of the Board of Directors: https://www.smcon.co.jp/investor/corporate-
governance/ 

<Supplementary Principle 4-14-2> 
We endeavor to utilize opportunities to provide executive training, etc., for directors, and to cultivate their qualities as managers. In addition, 
we provide members of the Board of Directors with opportunities to learn the knowledge required for business management, including 
corporate law and corporate governance, as well as for regular training on management information, and aim to cultivate their skills so that 
they can achieve their missions as members of the Board of Directors. 

<Principle 5-1> [Policy on constructive dialog with shareholders] 
1)  We hold various meeting as an opportunity for communication with shareholders and investors, including general meetings of 

shareholders, annual financial results briefings for analysts, and individual meetings, and we endeavor to provide explanations on the 
corporate management and business activities of the Company, and aim to enhance content based on the opinions and requests, etc., of 
shareholders and investors. 

2)  These aforementioned dialogs with shareholders and investors are supervised by the Division Director the Corporate Planning Division 
and the Division Director the Administration Division, and assistance is provided by the managers of the Public Relations Office, Planning 
Department, and General Affairs Department. The related internal departments that assist with dialog engage in business while actively 
collaborating in matters such as the creation and review of disclosure materials and the sharing of information, towards the realization of 
constructive dialog. 

3)  The content of dialog with all shareholders and investors is reported by the Division Director the division concerned to the Board of 
Directors, and an explanation is provided on the Company's response policy as necessary. 

4)  When engaging in dialog with shareholders and investors, we appropriately manage insider information in accordance with our internal 
regulations entitled “Insider Trading Management Regulations”. It should be noted that the period from the day following the quarterly 
settlement date until the settlement announcement date has been positioned as a “silent period” in which we refrain from dialog 
concerning settlement information. 

<Principle 5-2> [Formulation and publication of management strategy and management plan] 
The Company regularly calculates the cost of capital. We formulate our business operations and management strategy based on the 
calculated cost of capital, and are aware of achieving an ROE (return on equity) that is at a level which exceeds the cost of shareholders' 
equity in the Company. 
In addition, in regard to the formulated management strategy, we check and analyze the progress status each year, and conduct reviews on 
the allocation of management resources, including investment in new technology development and human resource development. In the 
future as well, towards improving corporate value, we shall endeavor to secure profits that exceed the cost of shareholders' equity. 
 
 

2.  Capital Composition 

Foreign stockholding ratio Between 20% and 30% 

 
 
 
 
 



[Status of Major Shareholders] 
 

Name or Title 
Number of Shares 

Held (Shares) 
Ratio (%) 

The Master Trust Bank of Japan, Ltd. (Trust Account) 12,443,500 7.91 

Custody Bank of Japan, Ltd. (Trust Account) 5,756,100 3.66 

Mitsui Fudosan Co., Ltd. 5,397,965 3.43 

Sumitomo Realty & Development Co., Ltd. 5,340,413 3.39 

Morgan Stanley MUFG Securities Co., Ltd. 5,280,271 3.35 

Custody Bank of Japan, Ltd. (Trust Account 9) 3,422,400 2.17 

NORTHERN TRUST GLOBAL SERVICES SE, LUXEMBOURG RE LUDU RE:UCITS 
CLIENTS 15.315 PCT NON TREATY ACCOUNT 

3,301,120 2.10 

MSIP CLIENT SECURITIES 2,946,800 1.87 

JUNIPER 2,449,700 1.55 

Custody Bank of Japan, Ltd. (Trust Account 5) 2,330,700 1.48 

 
 

 

Presence or absence of controlling 
shareholders (excludes parent company) 

――― 

Presence or absence of parent company None 

 

Supplementary Explanation Updated  

○  [Status of major shareholders] Described based on the registry of shareholders current as of March 31, 2021. 

○  The Company hold 5,511,000 treasure shares, however, when calculating the ratio in [Status of Major Shareholders], these treasury 

shares were not included in the total number of issued shares. 

3.  Corporate Attributes 
 

Listed exchange and market 
classification 

Tokyo 1st Section 

Settlement Date March 

Industry Construction 

Number of (consolidated) employees 
as of the end of the immediately 
preceding fiscal year 

Over 1,000 

(Consolidated) sales in the immediately 
preceding fiscal year 

Between 100 billion yen and 1 trillion yen 

Number of consolidated subsidiaries as 
of the end of the immediately 
preceding fiscal year 

Between 10 and 50 

 
 

4.  Guidelines on measures to protect minority shareholders at the time of transactions, etc., with 
controlling shareholders 
――― 

5.  Other special circumstances that have a major impact on corporate governance 
○ About listed subsidiaries 

The corporate group of the Company includes the listed subsidiary SUMIKEN MITSUI ROAD CO., LTD., and the ratio of voting rights in 
said company held by our Company is 53.94% (current as of March 31, 2021). 

Said subsidiary, through the laying of roads and parking lots, the construction of condominium exteriors, as well as the manufacture and 
sale of asphalt mixes, is involved in a part of the construction business of the Group, and conducts corporate activities that emphasize 
profitability in order to contribute to mutual development, under the basic policy of the maintenance of voluntary action and independence. 
The situation of it being a listed company leads to the maintenance of social credibility, and as it is a major tool for expanding public works, 
we are aiming to ensure that the company maximizes its corporate value against the background of its social credibility as a listed 
company; we believe that this will directly lead to an increase in the corporate value of the Group itself. 



The Company respects the interest of minority shareholders in the management of subsidiaries that have minority shareholders, and 
performs appropriate procedures for the setting of transaction conditions, etc., as well, based on the same principle of competition as 
other partner companies, so as to ensure that no unjust or unreasonable transactions are forced. 

The Company has constructed an internal control system to cover the corporate group, and in order to improve the corporate value of the 
Group, engages in ongoing initiatives to improve and strengthen the compliance system, provides a prompt and accurate response to 
various risks that may have a significant impact on management, and in addition, has formed a highly transparent corporate group 
through the making of proper information disclosures to stakeholders and society. 

 
  



Ⅱ  Status of business management organizations for the determination, execution, and 

supervision of management decisions, as well of other corporate governance systems 

1.  Matters relating to institutional composition and organizational management, etc. 

Organizational Form Company with an Audit & Supervisory Board 

[Director-related] 
 

Number of Directors Under the Articles 
of Incorporation 

18 

Tenure of Directors Under the Articles 
of Incorporation 

1 year 

Chair of the Board of Directors Chairman 

Number of Directors Updated 10 

Appointment Status of Outside 
Directors 

Number of Appointed 

Outside Directors Updated 4 

Number of Outside Directors 
Designated as Independent Officers 
Updated 

4 

 

Relationship with the Company (1) Updated 

 

Name Affiliation 
Relationship with the Company (*) 

a b c d e f g h i j k 

Sakio Sasamoto From another 
company 

       
△ 

   

Jun Sugie Other            

Tamao Hosokawa Other        △    

Tsukasa Kawada Other        ○    

*Options for relationship with the Company 

*If the individual falls applicable under "current / recent" for each item, then "○", if applicable in the "past", then "△" 

*If the near relative falls applicable under "current / recent" for each item, then "●", if applicable in the "past", then "▲" 

a  Business executor of listed company or subsidiaries thereof 

b  Business executor or non-executive director of parent company of listed company 

c  Business executor of sibling company of listed company 

d  Party that has a listed company as a major trading partner, or the business executor of such a party 

e  Major trading partner of a listed company, or the business executor thereof 

f  Consultants, accounting professionals, and legal professionals who have obtained large sums of money or other property from a 

listed company other than in the form of officer remuneration 

g  Major shareholders of listed company (in the case of a major shareholder being a corporate entity, the business executor of said 

corporate entity) 

h  Business executor (individual only) of trading partner of listed company (which does not fall applicable under any of d, e, and f)  

i  Business executor (individual only) of company at which an outside officer concurrently serves 

j  Business executor (individual only) of recipient of donation from a listed company  

k  Other 
  



 

Relationship with the Company (2) Updated 

 
Name 

Independent 
Officer 

Supplementary Explanation on 
Conforming Items 

Reason for Appointment 

Sakio Sasamoto ○ 

Sakio Sasamoto is originally from our 
Company's business partner, JFE 
Holdings Co., Ltd., and has a wealth of 
experience in management through his 
work as Senior Managing Executive 
Officer of JFE Holdings Co., Ltd., Audit 
& Supervisory Board Member of said 
company, as well as President and 
Representative Director of JFE Life 
Co., Ltd. (He retired from all positions in 
the Group in June 2016). 
He has served as (part time) Outside 
Director of the Company since June 
2016. 

He was appointed as Outside Director so 
that his wealth of managerial experience can 
be used for the management of the 
Company. 
This Outside Director has no special 
relationship with the Company, and in 
addition, in consideration of the annual 
amount of transactions between the Group 
and the JFE Holdings Group having 
accounted on average for less than 1% of 
consolidated sales in each of the past three 
years, as well as of other factors, as there 
are no concerns of a conflict of interest with 
general shareholders, it has been 
determined that his independence has been 
ensured, and therefore he has been 
designated as an independent officer. 

Jun Sugie ○ 

Jun Sugie has a wealth of work 
experience, including through having 
served in key positions at the National 
Tax Agency, as director the Japan 
Securities Depository Center, Inc., as 
outside Director of IDOM Co., Ltd., and 
as Vice Chairman and Managing 
Director of the Investment Trusts 
Association, Japan. 
He has served as (part time) Outside 
Director of the Company since June 
2019. 

He has been appointed as an Outside 
Director so that his high level of specialist 
knowledge in the tax field and broad 
experience and insight in management can 
be used in the management of the 
Company. Said Outside Director has no 
special relationship with the Company; as 
there are no concerns of a conflict of interest 
with general shareholders, it has been 
determined that his independence has been 
ensured, and therefore he has been 
designated as an independent officer. 

Tamao Hosokawa ○ 

In addition to being active as a 
journalist, Tamao Hosokawa has also 
served as a part time lecturer at Seisa 
University, a Director of the Japan 
Institute for National Fundamentals, a 
Member of the Council for Cabinet 
Office Gender Equality, a Member  of 
the Council for Tokyo Metropolitan 
Information Disclosure / Personal 
Information Protection. in addition, She 
was a Director of the Chiba Institute of 
Technology, which is a business 
partner of the Company (She retired 
from this position in January 2020).  
She has served as (part time) Outside 
Director of the Company since June 
2019. 

She has been appointed as an Outside 
Director so that her objective perspective 
and broad insight as a journalist can be 
used in the management of the Company. 
This Outside Director has served as Director 
of the Chiba Institute of Technology, which 
is a business partner of the Company (She 
retired from this position in January 2020), 
however, in consideration of the annual 
amount of transactions between the Group 
and said corporate entity having accounted 
on average for less than 1% of consolidated 
sales in each of the past three years, as well 
as of other factors, as there are no concerns 
of a conflict of interest with general 
shareholders, it has been determined that 
her independence has been ensured, and 
therefore She has been designated as an 
independent officer. 

Tsukasa Kawada ○ 

Tsukasa Kawada has held important 
positions such as ambassadors of 
various  countries during his tenure in 
the Ministry of Foreign Affairs (He 
retired in November 2020), and has 
excellence knowledge and experience 
in the international field. He also serves 
as an advisor to Mitsui Sumitomo 
Insurance Co., Ltd., which has a 
business relationship with the 
Company. 
He has served as (part time) Outside 
Director of the Company since June 
2021. 

He has been appointed as an Outside 
Director so that his excellent knowledge and 
experience in the international field can be 
utilized in our management such as 
strengthening overseas business and 
promoting globalization 
This Outside Director also serves as an 
advisor to Mitsui Sumitomo Insurance Co., 
Ltd., which has a business relationship with 
the Company. However, in consideration of 
the annual transaction amount of the Group 
and the Group was less than 1% of the 
consolidated sales of the Group and the 
Group on average over the past three years, 
as well as of other factors, as there are no 
concerns of a conflict of interest with general 
shareholders, it has been determined that 
his independence has been ensured, and 
therefore he has been designated as an 
independent officer. 

 
 
 
 
 
 
 



 
Presence or absence of a voluntary 
committee equivalent to a nomination 
committee or remuneration committee 

Yes 

 
Establishment status of voluntary committees, member composition, and attribution of committee chair (Chairman & CEO) 
Updated 

 
 

Name of Committee 

All 
Committee 
Members 
(people) 

Full-time 
committee 
(People) 

Inside 
Directors 
(People) 

Outside 
Directors 
(People) 

Outside 
Experts 
(People) 

Other 
(people) 

Committ
ee Chair 
(Chairma

n & 
CEO) 

Voluntary 
committee 
equivalent to 
nomination 
committee 

Nomination and 
Remuneration 
Advisory Committee 

10 0 4 4 0 2 
Outside 
Directors 

Voluntary 
committee 
equivalent to 
remuneration 
committee 

Nomination and 
Remuneration 
Advisory Committee 

10 0 4 4 0 2 
Outside 
Directors 

 

Supplementary Explanation Updated 

 
In order to ensure the transparency and fairness of officer personnel and officer remuneration, we have established the Nomination and 
Remuneration Advisory Committee as an advisory body to the Board of Directors. The committee is composed of internal directors, outside 
directors, and outside audit & supervisory board members (part time) with representation rights. 
The other two committee members are outside audit & supervisory board members (part time). 

(Committee Member 
Name) 

(Position) (Attendance Status in FY2020) 

・Sakio Sasamoto Director (Outside) 100% (5 out of 5) 
・Hideo Arai Chairman, Representative Director 100% (5 out of 5) 
・Shigetoshi Kondo President, Representative Director, and 

Business Executor 
－  (Appointed in April 2021) 

・Shoji Kimijima Executive Vice President, Representative 
Director, and Business Executor 

100% (5 out of 5) 

・Yoshitaka Mimori Executive Vice President, Representative 
Director, and Business Executor 

100% (5 out of 5) 

・Jun Sugie Director (Outside) 100% (5 out of 5) 
・Tamao Hosokawa Director (Outside) 100% (5 out of 5) 
・Tsukasa Kawada Director (Outside) －  (Appointed in June 2021) 
・Aizou Murakami Audit & Supervisory Board Member (Outside) 100% (5 out of 5) 
・Yukihiro Hoshi Audit & Supervisory Board Member (Outside) 100% (5 out of 5) 

[Audit & Supervisory Board Related] 
 

Presence or Absence of Audit & 
Supervisory Board 

Yes 

Number of Audit & Supervisory Board 
Members Under the Articles of 
Incorporation 

6 

Number of Audit & Supervisory Board 
Members 

5 

 

Coordination Status of Audit & Supervisory Board Members, Accounting Auditors, and Internal Audit Department 

 
・ The accounting auditor holds regular meetings on audit plans, quarterly reviews, and audit reports, etc., as well as other meetings as 

appropriate, at which reports and explanations are received on the audit implementation status, issues identified as a result of an audit, the 
establishment status of a system for ensuring that the duties of the accounting auditor are performed appropriately, as well as assessments 
of the establishment and operation status of internal control in relation to financial reporting, etc. In addition, explanations on the 
implementation status of audits are also provided by the Audit & Supervisory Board Members, and efforts are made to strengthen 
communication through the frank exchanging of opinions. 

・As a general rule, the Audit Department, which is the internal audit department, holds a meeting each month, at which information is shared, 
such as detailed reports on audit plans, the implementation status of audits, as well as the issues identified as a result of audits, etc., and in 
addition, efforts are made for the performance of audits in a systematic and effective manner. 

 

Appointment Status of Outside Audit & 
Supervisory Board Members 

Number of Appointed 



Outside Audit & Supervisory Board 
Members 

3 

Number of Outside Audit & Supervisory 
Board Members Designated as 
Independent Officers 

3 

 

Relationship with the Company (1) 

 

Name Affiliation 
Relationship with the Company (*) 

a b c d e f g h i j k l m 
Yoshiyuki Kato From another 

company 
         

△ 
   

Aizou Murakami Attorney              
Yukihiro Hoshi From another 

company 
         

△ 
   

*Options for relationship with the Company 
*If the individual falls applicable under "current / recent" for each item, then "○", if applicable in the "past", then "△" 
*If the near relative falls applicable under "current / recent" for each item, then "●", if applicable in the "past", then "▲" 
a  Business executor of listed company or subsidiaries thereof 
b  Non-executive director or accounting advisor of a listed company or a subsidiary thereof 
c  Business executor or non-executive director of parent company of listed company 
d  Audit & Supervisory Board Member of the parent company of a listed company 
e  Business executor of sibling company of listed company 
f  Party that has a listed company as a major trading partner, or the business executor of such a party 
g  Major trading partner of a listed company, or the business executor thereof 
h  Consultants, accounting professionals, and legal professionals who have obtained large sums of money or other property from a 

listed company other than in the form of officer remuneration 
i  Major shareholders of listed company (in the case of a major shareholder being a corporate entity, the business executor of said 

corporate entity) 
j  Business executor (individual only) of trading partner of listed company (which does not fall applicable under any of f, g, and h) 
k  Business executor (individual only) of company at which an outside officer concurrently serves 
l  Business executor (individual only) of recipient of donation from a listed company  
m  Other 
 

Relationship with the Company (2) 

 

Name 
Independent 

Officer 
Supplementary Explanation on 

Conforming Items 
Reason for Appointment 

Yoshiyuki Kato ○ 

Yoshiyuki Kato is from Sumitomo 
Mitsui Trust Bank, Limited, which is the 
financial institution used by the 
Company (He retired from the 
Company in June 2012), and has 
specialist and broad knowledge and 
insight in trust banks. 
He has served as Outside Audit & 
Supervisory Board Member of the 
Company since June 2012. 

He was appointed as Outside Audit & 
Supervisory Board Member so that his 
experience in internal audits, etc., that he 
has accumulated at trust banks can be 
used in the audits of the Company's Audit & 
Supervisory Board. 
This Outside Audit & Supervisory Board 
Member does not have any interest in the 
Company, and in addition, in consideration 
of the amount of borrowings of the Group 
from Sumitomo Mitsui Trust Bank Group 
accounting on average for less than 3% of 
the average total consolidated assets of the 
Company in the past three years, there are 
no concerns of a conflict of interest with 
general shareholders, and therefore, it has 
been determined that independence has 
been secured, and he has been designated 
as an independent officer. 

Aizou Murakami ○ 

Aizou Murakami is the representative 
director of Kioi Law Offices, and has 
expert knowledge and experience as 
an attorney. 
He has served as (part time) Outside 
Director of the Company since June 
2012. 

He has been appointed as Outside Audit & 
Supervisory Board Member so that his 
specialist knowledge and experience as an 
attorney can be used in the audits of the 
Company's Audit & Supervisory Board. 
Said Outside Audit & Supervisory Board 
has no special relationship with the 
Company; as there are no concerns of a 
conflict of interest with general 
shareholders, it has been determined that 
his independence has been ensured, and 
therefore He has been designated as an 
independent officer. 



Yukihiro Hoshi ○ 

Yukihiro Hoshi comes from Sumitomo 
Metal Mining Co., Ltd., a business 
partner of the Company (He retired 
from the Company in June 2018), and 
has a wealth of experience in 
manufacturing, safety and the 
environment, as well as risk 
management, etc. 
He has served as (part time) Outside 
Director of the Company since June 
2018. 

He has been appointed as Outside Audit & 
Supervisory Board Member so that his 
wealth of experience in manufacturing, 
safety and the environment, as well as risk 
management, etc., can be used in the 
audits of the Company's Audit & 
Supervisory Board. 
This Outside Audit & Supervisory Board 
Member has no special relationship with the 
Company, and in addition, in consideration 
of the annual amount of transactions 
between the Group and the Sumitomo 
Metal Mining Co., Ltd. Group having 
accounted on average for less than 2% of 
consolidated sales in each of the past three 
years, as well as of other factors, as there 
are no concerns of a conflict of interest with 
general shareholders, it has been 
determined that his independence has been 
ensured, and therefore he has been 
designated as an independent officer. 

 

[Independent Officer Related] 
 

Number of Independent Officers 
Updated 7 

 

Other Matters Relating to Independent Officers 

 
――― 

[Incentive Related] 
 

Implementation status of measures relating 
to the granting of incentives to Directors Other 

 

Supplementary Explanation on Applicable Items 

 
In order to share the benefits and risks of stock price fluctuations with all shareholders, and to further increase the appetite to contribute to an 
increased stock price and corporate value, by resolution of the general meeting of shareholders held on June 28, 2018, a remuneration 
system was introduced for Directors (excludes Outside Directors) in which they are allocated restricted shares of the Company. 
 

Persons Eligible for Stock Options  

 

Supplementary Explanation on Applicable Items 

 
――― 

[Director Remuneration Related] 
 

Disclosure Status (of Individual 
Director Remuneration) 

Individual remuneration is not disclosed 

 

Supplementary Explanation on Applicable Items 

 
The number of Directors paid remuneration in the applicable fiscal year and the total amount of such remuneration is disclosed in the 
securities report and the business report. (The same disclosures are made for Audit & Supervisory Board Members) 
 

Presence or absence of decision-making 
policy for amount of remuneration or the 
calculation method thereof 

Yes 

 

Content of disclosure of decision-making policy for amount of remuneration or the calculation method thereof 

 
〇 Matters relating to the decision-making policy for the content of remuneration, etc., of individual Directors 

The Company, based on the report from the Nomination and Remuneration Advisory Committee, at the meeting of the Board of Directors 
held on February 24, 2021, prescribed a decision-making policy for the content of remuneration, etc., of individual Directors, and an overview 
of this is provided below. 
 



1.   Basic Policy 
Remuneration for Directors (excludes Outside Directors) of the Company is comprised of standard monetary remuneration, as well as 

restricted share-based remuneration which serves as a medium- to long-term incentive in order to share the benefits and risks of stock price 
fluctuations, and to further improve the motivation to contribute to improving the stock price and corporate value. 

Outside Directors, in consideration of their monitoring and supervisory role, are only paid the standard monetary remuneration. 
2.  Decision-making policy (includes the policy for determining the timing or conditions for the granting of remuneration, etc.) for the 
amount of monetary remuneration, etc. (excludes performance-linked remuneration and non-monetary remuneration, etc.), as well as the 
policy for the calculation thereof 

The standard remuneration (monetary remuneration) for Directors (excludes Outside Directors) of the Company is paid monthly, and the 
basic policy is to set the amount at an appropriate level in comprehensive consideration of the role of each position, as well as the business 
environment, performance, remuneration levels at other companies in related industries, as well as the treatment of employees. 
The standard remuneration (monetary remuneration of Outside Directors is paid monthly, and the basic policy is to set the amount at an 
appropriate level in consideration of the securing of talented personnel, and the effective demonstration of monitoring and supervisory 
functions as independent officers. 
3.  Decision-making policy for the content of non-monetary remuneration, as well as the amount or quantity of this, and the calculation 
method thereof (includes the policy for the determination of the timing or conditions for the payment of remuneration, etc.) 
a. Allocation and payment of restricted shares 

The Company, based on a resolution of a meeting of the Company's Board of Directors, which was held after the ordinary general 
meeting of shareholders, as remuneration for Directors (excludes Outside Directors. Hereinafter referred to as “Eligible Directors”) until the 
next general meeting of shareholders, shall provide monetary remuneration receivables for the allotment of restricted shares, within the 
range of 60 million yen per year, and each Eligible Director shall receive an allotment of restricted shares through the payment of the full 
amount of said monetary remuneration receivables by the method of in-kind investment. 

It should be noted that the paid-in amount per restricted share shall be determined by the Company's Board of Directors, based on the 
closing price of ordinary shares of the Company on the Tokyo Stock Exchange on the business day prior to the resolution date of the 
Company's Board of Directors concerning the allotment (if no transactions were established on that day, the closing price on the 
immediately preceding day on which transactions were established), within a range that is not particularly favorable to the Eligible Director 
receiving said restricted shares. 

In addition, the aforementioned monetary remuneration receivables shall be paid on the condition that the Eligible Director has agreed 
to the aforementioned in-kind investment, and has executed a restricted share allotment agreement that includes the content stipulated in 
c below. 

b. Total Number of Restricted Shares 
The total number of restricted shares to be allotted by the Company to the Eligible Directors shall not exceed 150,000 shares in any 

fiscal year. 
However, in the event of a stock split of the ordinary shares of the Company (includes a gratis allotment of ordinary shares of the 

Company) or reverse stock split being conducted, or in the event of the need arising to adjust the total number of restricted shares to be 
allotted in other cases, the total number of restricted shares shall be adjusted within a reasonable range, in accordance with the ratio of 
the stock split or the ratio of the reverse stock split, etc. 

c. Content of restricted share allotment agreement 
At the time of an allotment of restricted shares, based on the resolution of the Company's Board of Directors, the restricted share 

allotment agreement to be executed between the Company and the Eligible Director receiving an allotment of restricted shares shall 
include the content described below. 

A. The content of the transfer restrictions 
An Eligible Director who has received an allotment of restricted shares may not transfer to a third party, pledge, provide as collateral, 

provide as an inter vivos gift, bequest, or dispose in any other manner of the applicable restricted shares for a 30 year period (hereinafter 
referred to as “Transfer Restriction Period”). 

B. Gratis acquisition of restricted shares 
The Company, in the event of an Eligible Director who has received an allotment of restricted shares having retired from their position 

as Director or Executive Officer of the Company in the period from the start date of the Transfer Restriction Period until the day prior to the 
date of the immediately following ordinary general meeting of shareholders of the Company, with the exception of where there is a reason 
recognized to be justified by the Company's Board of Directors, the full amount of the restricted shares allotted to the Eligible Director 
(hereinafter referred to as “the Allotted Shares”) shall be acquired free of charge, as a matter of course. 

It should be noted that of the Allotted Shares, in the event of the transfer restriction based on the provisions on the reasons for the 
release of the transfer restrictions stated in c below not having been released as of the expiration of the Transfer Restriction Period of a 
above, the Company shall acquire these free of charge, as a matter of course. 

In addition, in the event of an Eligible Director having been made subject to criminal penalty of incarceration or above during the 
Transfer Restriction Period, or in the event of having been engaged in business that competes with the Company's business without the 
prior permission of the Company, or in the event of it being recognized by the Board of Directors that such an Eligible Director has violated 
an important element of the internal regulations, etc., of the Company, the Company shall acquire the full amount of the Allotted Shares at 
no charge, as a matter of course. 

C. Release of transfer restrictions 
The Company, on the condition that an Eligible Director who has received an allotment of Transfer Restricted Shares has been in a 

position of either Director or Executive Officer of the Company for a continuous period from the start date of the Transfer Restriction 
Period until the date on which the immediately following ordinary general meeting of shareholders of the Company is held, shall release 
the transfer restriction on all of the Allotted Shares upon the expiration of the Transfer Restriction Period. 

However, in the event of an Eligible Director having retired from the position of Director and Executive Officer of the Company prior to 
the expiration of the Transfer Restriction Period due to a reason recognized to be justified by the Company's Board of Directors, the 
number of the Allotted Shares subject to the release of the transfer restriction and the timing of the release of the transfer restriction shall 
be reasonably adjusted as necessary. 

D. Handling in the case of organizational restructuring, etc. 
The Company, during the Transfer Restriction Period, in the event of a proposal for a merger agreement in which the Company will 

become the extinguished company, for a share exchange agreement, share transfer plan, or other proposal relating to organizational 
restructuring, etc., in which the Company will become a wholly owned subsidiary, having been approved by a meeting of the general 
shareholders of the Company (however, in the case of approval by a meeting of the general shareholders of the Company not being 
required for the organizational restructuring, etc., the Board of Directors of the Company), by resolution of the Board of Directors, the 
transfer restrictions shall be released for the reasonably determined number of shares to be allotted, based on the period from the start 
date of the Transfer Restriction Period until the date of the approval of the organizational restructuring, etc., and prior to the effective date 
of the organizational restructuring, etc. 

In such a case, the Company shall acquire free of charge as a matter of course the Allotted Shares for which the transfer restrictions 
have not been released at the time immediately following the release of the transfer restrictions based on the provisions above. 

E. Other matters to be prescribed by the Board of Directors 
In addition to the above, the method for manifestations of intent and notifications in restricted share allotment agreements, the method 

of amending restricted share allotment agreements, and other matters to be prescribed by the Board of Directors shall be included in 



restricted share allotment agreements. 
4.  Policy on the determination of the ratio of monetary remuneration and non-monetary remuneration against individual Director 

remuneration, etc. 
The ratio of monetary remuneration and restricted share remuneration for Eligible Directors shall generally be set at an appropriate 

ratio in consideration of the business environment, performance, and remuneration levels at other companies in related industries. 
5.  Policy for determining the timing and conditions for the granting of remuneration, etc., to Directors 

(Described in 2 and 3 above) 
6.  Method for determining the content of individual Director remuneration, etc. 

The Company has the policy for the determination of individual Director remuneration, etc., determined at the Board of Directors, and in 
addition, upon consultation and a decision at the Board of Directors regarding the specific officer remuneration system and levels, etc., 
based on this policy, has the detailed individual remuneration determined within this range by the representative director authorized by the 
Board of Directors. 

When holding consultation and determining the officer remuneration system and levels, etc., at the Company's Board of Directors, a 
condition for submission to the Board of Directors is the holding of consultation with the Nomination and Remuneration Advisory 
Committee, which is an advisory body to the Board of Directors, and in which the majority of committee members are outside officers. 

7.  Other important matters concerning the determination of the content of individual Director remuneration, etc. 
(Described above in 3c b) 

8.  Reasons for the determination by the Board of Directors that the content of individual Director remuneration, etc., for this fiscal year is in 
conformance with the decision-making policy 

As described above, at the Board of Directors, when holding consultation and determining the officer remuneration system and levels, 
etc., discussions were held based on the aforementioned decision-making policy, and it was determined that the individual Director 
remuneration, etc., for this fiscal year was in conformance with the aforementioned decision-making policy. 

〇 Matters relating to resolutions of a general meeting of shareholders regarding Director remuneration, etc. 
(1)  At the 16th ordinary general meeting of shareholders held on June 27, 2019, a resolution was passed to set the total amount of annual 

Director remuneration as an amount no higher than 450 million yen (80 million yen for Outside Directors), and to include the employee 
portion of salary in this remuneration amount in the case of a Director who concurrently serves as an employee. There were nine 
Directors as of the conclusion of said ordinary general meeting of shareholders (of which three were Outside Directors). 
In addition, at said ordinary general meeting of shareholders, a resolution was passed to set the total amount of annual Audit & 
Supervisory Board Member remuneration to an amount no higher than 108 million yen. At the end of the General Meeting of 
Shareholders, the number of Audit & Supervisory Board Members is five (including three outside Audit & Supervisory Board Members). 
 
 

(2)  At the 15th ordinary general meeting of shareholders held on June 28, 2018, separate to the remuneration limit described in (1) above, a 
resolution was passed to set the total annual amount of monetary remuneration receivables to be paid as remuneration for restricted 
shares as an amount no higher than 60 million yen (Outside Directors are excluded). There were nine Directors as of the conclusion of 
said ordinary general meeting of shareholders (of which two were Outside Directors). 

[Outside Director (Outside Audit & Supervisory Board Member) Support System] 

・  A system has been put in place in which information that will contribute to the execution of duties is provided in a timely manner by the 
Headquarters Administration Department to Outside Directors. 

・ An Audit & Supervisory Board Office has been established as the organization that reports directly to Audit & Supervisory Board Members, 
and a system has been put in place where information that will contribute to the execution of duties is provided in a timely manner by the 
applicable department to the Outside Audit & Supervisory Board Members. 

[Status of persons who have retired from the position of President and Representative Director, etc.] 
 

Names, etc., of consultants and advisors, etc., who are former President and Representative Director, etc. 

 

Name 
Job Title / 
Position 

Business Content 

Working Form / 
Conditions 

(Full or part time, presence 
or absence of 

remuneration, etc.) 

President, 
Etc., 

Retirement 
Date 

Tenure 

Yoshiyuki Norihisa Advisor 

・  Matters relating to the 
maintenance and expansion of 
trading relationships with 
customers 

・  Matters relating to industry 
groups, the financial world, and 
corporate group activities 

・  Matters relating to public 
interest activities, such as 
social contribution activities 

Remuneration paid June 28, 2018 1 year renewal 

 

Total number of consultants and advisors, etc., who are 
former President and Representative Director, etc. 

1 

 

Other Matters 

 
・  The Company, by resolution of the Board of Directors, based on consultations held at the Nomination and Remuneration Advisory 

Committee, appoints consultants as necessary from the persons who have retired as Chairman or President. 
・  Consultants do not attend meetings of the Board of Directors or management meetings, etc., and are not involved in any managerial 

decisions. In addition, although they may give advice based on requests from the current management team, they do not have any 
authority to influence managerial decisions. 



2. Matters relating to the business execution, audit and supervisory, nomination, and remuneration 
determination, etc., functions (summary of the current corporate governance system) Updated 

□ Officer Status 
・  Directors (10): 6 Inside Directors / 4 Outside Directors, 9 males / 1 female 
・  Audit & Supervisory Board Members (5): 2 Inside Audit & Supervisory Board Members / 3 Outside Audit & Supervisory Board Members, 5 

males / 0 females 
・  The Nomination and Remuneration Advisory Committee has been established as an advisory body to the Board of Directors which is 

aimed at ensuring the transparency and fairness of officer human resources and officer remuneration, as well as strengthening corporate 
governance. 

・  The Company has executed contracts that limit liability under Article 423 Paragraph 1 of the Companies Act with the Outside Directors 
and all Audit & Supervisory Board Members. The compensation limit under said contract is the minimum liability limit prescribed by law. 

□ Business Execution 
・  The Board of Directors deliberates, determines, and reports, etc., on the management policies and other important matters of the 

Company. As a general rule, meetings are held once per month or from time to time as necessary. 
The execution status of business being covered by each Director is regularly reported at meetings of the Board of Directors, which 
improves the business execution supervisory function of the Board of Directors. 
(Director’s Name) (Position) (Status of Attendance at Meetings of 

the Board of Directors Held in FY2020) 
・Hideo Arai Chairman, Representative Director 100% (17 out of 17) 
・Shigetoshi Kondo President, Representative Director, and 

Business Executor 
100% (17 out of 17) 

・Shoji Kimijima Executive Vice President, Representative 
Director, and Business Executor 

100% (17 out of 17) 

・Yoshitaka Mimori Executive Vice President, Representative 
Director, and Business Executor 

100% (17 out of 17) 

・Takeshi Sagara Director and Senior Managing Executive 
Officer 

－   (Appointed in June 2021) 

・Toshio Shibata Director and Managing Executive Officer 100% (13 out of 13) 
・Sakio Sasamoto Director (Outside) 100% (17 out of 17) 
・Jun Sugie Director (Outside) 100% (17 out of 17) 
・Tamao Hosokawa Director (Outside) 100% (17 out of 17) 
・Tsukasa Kawada Director (Outside) －   (Appointed in June 2021) 

・  The executive officer system was introduced with the objective of revitalizing the Board of Directors, enhancing the business execution 
system, and improving management efficiency, by separating and clarifying the decision-making and supervisory functions of the Board of 
Directors from the business execution function. 

・  The management meeting which is composed mainly of executive officers, etc., has been established as a body for the deliberation of 
important matters relating to the execution of business. A management meeting, as a general rule, is held once per week and from time to 
time as necessary, in order to improve business efficiency, and with the objective of speeding up the execution of business based on the 
decisions of the Board of Directors. 

・  Various committees have been established as advisory bodies to the management meeting in order to ensure agile and accurate 
decision-making in the execution of business. The committees established as advisory bodies to the management meeting include various 
committees, such as the Internal Control Committee, which deliberates important policies for the performance of the social responsibility of 
the Company as well as the establishment of a compliance system. The committee membership comprises of Directors or Executive 
Officers, and meetings are held from time to time as necessary. 

□ Audit & Supervisory Board 
・  The Audit & Supervisory Board is composed solely of corporate auditors, and as a general rule, meetings are held once per month, or 

from time to time as necessary. 
・  The Audit & Supervisory Board determines the investigation method for audit policies, business, and assets, as well as other matters 

relating to the execution of duties of Audit & Supervisory Board Members, and in addition, reports are received on the status and results of 
the audits conducted by each Audit & Supervisory Board Member, and important matters relating to audits are discussed and resolved. 

・  The Audit & Supervisory Board Office has been established; it reports directly to the Audit & Supervisory Board Members, and two 
dedicated employees have been assigned to assist with the duties of Audit & Supervisory Board Members. Only Audit & Supervisory 
Board Members have the right to instruct and command these assisting employees, and the independence of the assisting employees 
from all of the Directors has been guaranteed. 

・  Two Audit & Supervisory Board Members (full time) have been appointed from within the Company. 
Michio Harada, a full time Audit & Supervisory Board Member, has gained extensive knowledge in finance and accounting from his many 
years of experience at the Accounting Department, and in addition, has been involved with the Internal Audit Department; therefore, he 
has abundant knowledge of the business of the Company, and has expertise in audit practice. 
Naoto Tokunaka, a full time Audit & Supervisory Board Member, has gained extensive knowledge in finance and accounting from his 
many years of experience at the Accounting and Finance Department, and in addition, has been involved with related business 
departments; therefore, he has abundant knowledge of the business of affiliated companies. 

・  Meetings to exchange opinions with the President and Representative Directors are held regularly, and efforts are made to deepen the 
mutual awareness of the environment surrounding the Company, important issues and risks that should be addressed by the Company, as 
well as the direction of management, etc. In addition, regular meetings are held with Outside Directors, and efforts are made to exchange 
opinions and to share awareness regarding the issues that should be addressed by the Company, the risks surrounding the Company, as 
well as major audit-related issues, etc. 

□ Accounting Auditor 
・  The Company has executed an audit agreement with Ernst & Young ShinNihon LLC which appoints said company as our accounting 

auditor, and the ongoing audit period is 55 years. 
It should be noted that the names of the certified public accountants who have engaged in audit business during FY2020, as well as 
assistants involved in audit business, are as shown below. 
○  Names of certified public accounts who have engaged in business 

・ Business execution employee designated with limited liability Sento Fukumoto 
・ Business execution employee designated with limited liability Yoshikatsu Nakahara 

○  Composition of assistants involved in audit business 
・  Certified public accountants: 6 people, Other: 14 people 



□ Decisions on the appointment, dismissal, and remuneration of officers 
・  A Nomination and Remuneration Advisory Committee comprising of Representative Directors and part time Outside Officers has been 

established as an advisory body to the Board of Directors; it provides appropriate advice and remarks on the managerial proposals 
concerning the Company's officer remuneration system from an independent and objective perspective, and upon conducting careful 
verification, and the Board of Directors makes individual decisions on remuneration in consideration of the advice and opinions of the 
Nomination and Remuneration Advisory Committee. 

・  In regard to proposals for officer human resources prepared by the President, their validity and rationality is assessed upon the 
performance of a check on the transparency, fairness, and timeliness of the appointment at the Nomination and Remuneration Advisory 
Committee, in reference to the independently prescribed “Officer Appointment Criteria”. The Board of Directors passes resolutions on 
officer human resources in reference to the evaluation of the Nomination and Remuneration Advisory Committee. 
In addition, in relation to successors, a "Successor Succession Plan", which clarifies the successor requirements, selection process, and 
training plan, etc., has been independently prescribed, and the validity and rationality of proposals for successor human resources 
prepared by the President are evaluated upon confirmation of the transparency, fairness, and timeliness of the appointment at the 
Nomination and Remuneration Advisory Committee, in reference to said plan. The Board of Directors passes resolutions on successor 
human resources in reference to the evaluation of the Nomination and Remuneration Advisory Committee. 

・  In the event of an business executive being dismissed during their tenure, the validity and rationality of this is discussed upon confirming 
objectivity, timeliness, and transparency at the Nomination and Remuneration Advisory Committee, in reference to the independently 
prescribed “Chief Executive Officer, Etc., Dismissal Criteria” or the “Officer Dismissal Criteria”. The Board of Directors passes resolutions 
on dismissal in reference to the results of the discussions of the Nomination and Remuneration Advisory Committee. 

3.  Reasons for the selection of the current corporate governance system 
The Company has adopted the Audit & Supervisory Board Member System and Executive Officer System as systems that sufficiently 
demonstrate the respective monitoring and supervisory functions for the execution of business, and these systems are operated through an 
organizational structure that has been divided so that “decision-making and supervision” is performed by the Board of Directors, the 
“execution of business” is performed by Executive Officers, and “audits” are performed by the Audit & Supervisory Board and the accounting 
auditor. In addition, Outside Audit & Supervisory Board Members and Outside Directors have been appointed to enhance the decision-
making function and supervisory function of the Board of Directors, and in addition, in order to further improve the transparency and fairness 
of corporate management, the Nomination and Remuneration Advisory Committee has been established for the monitoring function of a 
company with an Audit & Supervisory Board. 

  



Ⅲ  Implementation status of measures concerning shareholders and other stakeholders 

1.  Status of initiatives for the revitalization of general shareholder meetings and the facilitation of the 
exercising of voting rights 

 

 Supplementary Explanation 

Early issuance of notification of 
convocation of general meeting of 
shareholders 

When voting rights are to be exercised by shareholders, a notification is sent three 
weeks prior to the date of the general meeting of shareholders in order to ensure 
sufficient time for examination. 

Electronic exercising of voting rights Voting rights may be exercised electronically. 

Participation in the electronic voting 
right exercising platform and other 
initiatives towards improving the 
environment for the exercising of voting 
rights by institutional investors 

We have adopted the “Institutional Investor Voting Rights Exercise Platform”. 

Provision of convocation notice 
(summary) in English 

An English version of the notification of convocation of general meeting of shareholders 
is created, is submitted to the “Institutional Investor Voting Rights Exercise Platform”, 
and in addition, is posted on the Company's website. 

 

2.  Status of IR Activities 
 

 

Supplementary Explanation 

Presence or 
absence of 

explanation from 
representative 

Creation and publication of disclosure 
policy 

Posted on the Company’s website. 
https://www.smcon.co.jp/investor/disclosure-policy/ 

 

Holding of regular briefings for analysts 
and institutional investors 

As a general rule, “financial results briefings” are held twice 
per year (after the publication of the annual financial results 
and the Q2 financial results). 

Yes 

Posting of IR materials on the website Posted without delay after publication.  

Establishment of department 
(representative) for IR 

The “Public Relations Office” has been established. 

 

3.  Status of initiatives relating to respecting the position of stakeholders  
 

 Supplementary Explanation 

 
  



Implementation of environmental 
preservation activities and CSR activities, 
etc. 

We regard our social responsibility as "responding to the demands of stakeholders 
through our business activities", and promote company-wide CSR activities aimed at 
realizing the management philosophy of the Company in order to ensure our 
sustainable development. 

□ Establishment of compliance system 
A “Corporate Behavior Charter” has been created as action guidelines and a 

“Detailed Explanation on Laws and Ordinances, Etc.” has been created as a 
supplementary explanation in order for the officers and employees of the Company as 
well as Group officers and employees to engage in fair corporate activities, and these 
are incorporated into the promotion of sound business activities. 

□ Establishment of an appropriate internal control system 
An Internal Control Committee has been established; said committee conducts 

deliberations on the implementation of the measures required in order to ensure the 
effectiveness and efficiency of business, which is one of the objectives of internal 
control, and in addition, monitors the implementation status thereof, based on the 
“Basic Policy on the Internal Control System” (Resolution of the Board of Directors). 

□ Identification of materiality 
We evaluate and deliberate issues that have a major impact on the Company and 

its stakeholders, and identify the key issues (materiality). 

□ Promotion of sustainability 
We have established a Sustainability Promotion Committee, which identifies issues 

in the three areas of the environment, society, and the economy, and proposes 
measures, etc., with the objective of the realization of a sustainable society. 

It should be noted in regard to the environment that the medium to long term outlook 
has been clarified in the “Green Challenge 2030” environmental policy, and that we are 
strengthening our efforts. 

□ Support for the Task Force on Climate-related Financial Disclosures (TCFD) 
We are aware that the evaluation and formulation of measures, etc., on business 

impact in relation to the risks and opportunities of climate change are necessary for the 
realization of a sustainable society and the sustainability of business, and announced 
our support for the TCFD Declaration in May 2021. We are aware of climate change 
drivers affecting civil engineering, construction, overseas, and new area businesses at 
the Group, and identify risks and opportunities based on scenario analysis. 

□ Promotion of diversity 
We have established a Diversity Promotion Committee to actively promote women, 

foreign nationals, seniors, and persons with disabilities, etc., under the strong 
commitment of top management and the reformation of employee awareness, and in 
addition, to realize a corporate culture in which diverse human resources play an active 
role. 

Among these issues, we are aware that the promotion of female advancement is a 
key issue required by the times and society, and in addition, that the initiatives towards 
the realization of this are our mission as a company. In order to dispel the traditional 
image of the construction industry, and to make it possible for women to actively enter 
the industry, were are actively working on the achievement of a work-life balance and 
the establishment of a working environment in which all employees, including women, 
are able to demonstrate their abilities. 

□ Issuance of corporate report 
The Company has positioned the business activities aimed at the realization of the 

“management philosophy” as CSR activities. 
Therefore, we publish a “corporate report” once each year with the objective of 

making stakeholders aware in an easy to understand manner of our initiatives over the 
course of the fiscal year based on our management philosophy. 

 

  



Ⅳ  Matters Relating to the Internal Control System, Etc. 

1. Basic Concepts and Establishment Status of Internal Control System 

○  Basic concepts on the internal control system 
The Company and the Group, in order to improve the corporate value of the Group, engages in ongoing initiatives to improve and 
strengthen the compliance system, provides a prompt and accurate response to various risks that may have a significant impact on 
management, and in addition, has formed a highly transparent corporate group through the making of proper information disclosures to 
stakeholders and society; this has been adopted as the basic policy for the internal control system. 
It should be noted that the Company has regarded the “Basic Policy on the Internal Control System” as the basic policy for continuous 
efforts conducted over many years, and conducts a review every fiscal year. In addition, a meeting of the Internal Control Committee is 
held each quarter, at which reports are given on the progress status, the rectification and improvement status of issues, etc., detected 
over the course of the operation of the internal control system, as well as the status of efforts for measures to prevent recurrence that are 
taken as necessary, and at which the operation status is monitored. By reporting the results of this to the Board of Directors, we are 
working towards the construction and operation of an appropriate internal control system. 

Overview of the “Basic Internal Control Policy for 2021” 

1. System for ensuring that the execution of duties by Directors and employees of the Company conforms with laws, ordinances, and the 
Articles of Incorporation 
・  In order to further raise awareness of compliance, as well as to establish an even higher level of corporate ethics, we conduct ongoing 

compliance education concerning laws, ordinances, regulations, and social norms, etc., relating to business, including the Antimonopoly 
Act, the Construction Business Act, and work style reform-related laws, based on internal and external risk cases, including collusion 
issues, etc., for officers and employees (includes seconded and dispatched personnel, etc.), including those at affiliated companies.  

・  In order to ensure the reliability of financial reporting, we operate an internal control system based on the “Basic plan and policy for the 
establishment and operation of internal control for financial reporting”. 

・  For the establishment of higher corporate ethics, the transparency of management, and for the prompt and appropriate response to risk 
events, we continue to conduct awareness education for officers and employees of the Company and our affiliated companies in order to 
deepen a correct understanding of “i-message” (a general term for the whistleblowing system and harassment consultation help desk 
system). In addition, we thoroughly operate this in order to further improve the reliability and effectiveness of the system. 

・  In order to further raise awareness and to establish internal control and risk / crisis management, the Audit Department audits the 
operational status of the internal control system, and in addition, verifies and evaluates the effectiveness of the monitoring system and the 
individual procedures prescribed in the basic policy for said system, and urges the department in charge at headquarters to make 
improvements as necessary. The department in charge at headquarters provides guidance, ensures horizontal deployment, and monitors 
the indications from various audits, etc., as well as measures to prevent the recurrence of events in which risks have emerged, and 
confirms the effectiveness of these in cooperation with the Audit Department. (The same applies to each of the items of 2, 3, 4, and 5 of 
the basic policy below.) 

・  The progress status of activities based on the basic policy for the internal control system (includes reports on individual events relating to 
the emergency of risks) are regularly reported by the Director in charge to the Board of Directors. (The same applies to each of the items 
of 2, 3, 4, and 5 of the basic policy below.) 

2.  System for the storage and management of information relating to the execution of duties of Directors of the Company 
・  In regard to documents concerning the execution of duties of Directors, with the exception of where otherwise prescribed in laws and 

ordinances, these are appropriately stored and managed by the department with jurisdiction together with the related documents, and 
requests for viewing from Directors and Audit & Supervisory Board Members are responded to, in accordance with the “Document 
Management Regulations”. 

・  Through provisions on information security based on the “Information Security Basic Policy” (ISMS manual, etc.) and the improvement of 
the IT environment, etc., we have established a system that can promote the protection, sharing, and use of information held by the 
Company and its affiliated companies. In addition, we conduct measures to make officers and employees (includes seconded and 
dispatched employees, etc.), including those of affiliated companies, aware of the importance of information security, and furthermore, we 
aim to enhance the management system in order to prevent the leakage of information. 

3.  Regulations and other systems for managing the risk of losses of the Company 
・  Through the construction and operation of a risk management system based on the “Risk Management Regulations” and the ongoing 

making of improvements thereto, we are further increasing the effectiveness of risk management, the reduction of risks that may have an 
effect on the operation of the Company's business, as well as the prevention of such risks from emerging. 

・  We promote reforms in awareness and business towards the realization of work style reforms through company-wide initiatives, and 
steadily execute various measures, including the “time saving program”. In addition, when implementing these reforms and measures, the 
performance of monitoring and guidance on improvements by officers and employees with sufficient understand will lead to enhanced 
effectiveness and the reduction of long working hours. 

・  We scrutinize the major potential risks that may arise in the performance of the Company's business on a project by project basis, 
thoroughly prevent the occurrence of risks, and in addition, have enhanced the system so that events that arise can be revealed 
immediately through the sharing and reliable and prompt transmission of information. 

・  In order to respond to the manifestation of risks that cause, or which may cause, a significant impact on the management or business 
activities of the Company due to personal or property damage or the loss of social credibility, etc., we conduct appropriate deployments 
based on the “Crisis Management Regulations”. 

・  We have established a business continuity system in order to mitigate losses in the case of a major disaster or pandemic, etc., occurring. 
In addition, in order to respond to these events as they occur, we conduct ongoing verifications and reviews in a timely manner on the 
effectiveness of the business continuity system. 

4.  System for ensuring that the execution of duties of Directors of the Company is performed efficiently 
・  We have improved business efficiency and have clarified the authority and responsibility for the execution of business by clearly 

distinguishing the decision making function and business execution monitoring function of the Board of Directors, and the business 
execution function of the executive officers. In addition, regular reports are given on the execution status of the business under the 
jurisdiction of each Director at meetings of the Board of Directors. 

・  We have established a management meeting comprising mainly of executive officers, etc., with the objective of the multi-faceted and 
efficient examination of important management issues concerning the execution of business of the Company and the Group, as well as to 
speed up decision making. 

・  In regard to the annual management plan, in addition to the expanded management meeting comprising of executive officers who are 



managers, etc., and branch managers, we aim for the regular ascertainment of the progress status at the Board of Directors and the 
management meeting, etc., as well as the improvement of plan efficiency. 

5.  System for ensuring the appropriateness of business at the corporate group comprising of the Company and our subsidiaries 
・  The departments under the jurisdiction of affiliated companies (domestic: affiliate administration division, overseas: international 

branches) promote the establishment of an appropriate governance system, internal control system, and risk management system in 
accordance with the circumstances of each affiliated company, and in addition, make efforts for the enhancement of Group control and the 
construction and operation of an effective internal control system through confirmations of effectiveness by monitoring. 

・  Opportunities for reports on the status of the execution of duties, etc., by President & COOs, etc., of affiliated companies are regularly 
made available; the progress status of the annual management plan of each company is monitored, and support and guidance is provided 
towards the achievement of each company's plan, through such status reports, etc. 

・  In order to further improve awareness and establish the presence of internal control and risk / crisis management at the Group, the Audit 
Department conducts audits on the construction and operation status of an internal control system in accordance with the circumstances 
of each company, and in addition, verifies and evaluates effectiveness, and urges the department with jurisdiction at affiliated companies 
to make improvements as necessary. The department in charge at affiliated companies provides guidance, ensures horizontal deployment, 
and monitors the indications from various audits, etc., as well as measures to prevent the recurrence of events in which risks have 
emerged, and confirms the effectiveness in cooperation with the Audit Department. 

6.  Matters relating to the system for employees who should assist the duties of the Audit & Supervisory Board Members of the Company 
and the independence of such employees from the Directors of the Company, as well as matters relating to the ensuring of the effectiveness 
of instructions provided by Audit & Supervisory Board Members to such employees 
・  We have established an Audit & Supervisory Board Office, which reports directly to the Audit & Supervisory Board, and have placed two 

dedicated employees to assist with the duties of the Audit & Supervisory Board Members (“Assisting Employees”). 
・  Only Audit & Supervisory Board Members have the right to give instructions and orders to the Assisting Employees affiliated with the 

Audit & Supervisory Board Office, the independence of the Assisting Employees from all Directors is guaranteed, and the prior consent of 
a full time Audit & Supervisory Board Member is required for personnel transfers, personnel evaluations, and disciplinary action, etc. 

・  Assisting Employees are granted the authority to collect the information required for the performance of Audit & Supervisory Board audits, 
based on the instructions of Audit & Supervisory Board Members, from the various internal departments and from affiliated companies. 

7.  System for reporting to Audit & Supervisory Board Members of the Company and system for ensuring that persons who file reports are 
not made subject to disadvantageous treatment 

・  Representative Directors and other Directors, etc. (includes the Division Director each division and officers in charge), specifically 
prescribe the meetings to be attended by Audit & Supervisory Board Members, the materials that they should review, as well as the 
matters that should be reported to Audit & Supervisory Board Members regularly or in a timely and prompt manner, and thoroughly inform 
the general managers of each department at the Company under their charge. 

・  The Directors and employees of the Company, as well as the Directors, Audit & Supervisory Board Members, and employees of affiliated 
companies (“Affiliate Personnel, Etc.”) provide reports from time to time to Audit & Supervisory Board Members on the business of the 
Company and affiliated companies, as well as important matters that have an impact on performance. Notwithstanding the above, the 
Audit & Supervisory Board may request reports from Affiliate Personnel, Etc., at any time, as necessary. It should be noted that there shall 
be no unfair treatment on the grounds of having given such a report. 

・  Reports and information which may conflict with compliance, such as whistleblowing, are promptly reported to the Audit & Supervisory 
Board after being obtained. In addition, in the event of a case that falls applicable under crisis level 2 or higher based on the Crisis 
Management Regulations, this is reported without delay to the Audit & Supervisory Board. 

8.  Matters relating to procedures and treatment, etc., such as for the prepayment of expenses that arise for the execution of the duties of 
the Audit & Supervisory Board of the Company 

・  The Audit & Supervisory Board Members may request advice from external experts for the performance of audits, and may freely 
commission the implementation of investigations, etc., and the costs that arise in conjunction with these, including prepaid expenses, with 
the exception of those recognized to not be necessary for the execution of the duties of such Audit & Supervisory Board Members, shall 
be promptly processed by the Company. 

9.  System for ensuring that the audits by the Audit & Supervisory Board Members of the Company are performed effectively 
・  We aim to maintain and improve effectiveness by further promoting understanding among the Representative Directors and other 

Directors, Etc. (includes the Division Director each division and the officers in charge), of the importance and effectiveness of the audits 
conducted by the Audit & Supervisory Board. 

・  Regular discussion events are held with the President and the Representative Directors in order to deepen mutual understanding with 
Audit & Supervisory Board Members. 

・  The effectiveness of audits is improved through the regular exchanging of opinions and cooperation between the Audit & Supervisory 
Board Members and the accounting auditor, Internal Audit Department, and Outside Directors. 

・  We are making efforts to improve the IT environment in order to increase the effectiveness of the audits by the Audit & Supervisory Board. 

2.  Basic concept for the elimination of antisocial forces and the establishment status thereof 

□ Basic concept for the elimination of antisocial forces 
The Company prescribes in the “Corporate Behavior Charter”, pursuant to the purport of the Anti-Organized Crime Law, etc., that the non-
responding to unreasonable demands from antisocial forces and the non-performance of acts involving the use, etc., of an antisocial force, 
are compliance items. 

□ Establishment status of system for the elimination of antisocial forces 
The establishment status of internal systems at the Company is as shown below. 
(1)  Establishment status of response supervisory department and manager for the prevention of unreasonable demands 

The Company has established the General Affairs Department at headquarters and an Administration Department at each branch as 
the department in charge of supervising the response to unreasonable demands. In addition, a manager for the prevention of 
unreasonable demands is appointed at each response supervisory department. 

(2)  Status of cooperation with outside specialist organizations 
We always maintain close contact with the officer in charge at the police department with jurisdiction, and have established a contact 
and reporting system with the persons in charge at headquarters and each branch. 

(3)  Status of collection and management of information relating to antisocial forces 
We actively participate in seminars, etc., held by the activities to eliminate violence promotion center of each prefecture, and in addition 



to collecting information, the latest information on antisocial forces is managed at the General Affairs Department, based on the 
information obtained through cooperation with the policy department with jurisdiction. 

(4)  Establishment status of response manuals 
An explanation on the Anti-Organized Crime Law and the Company's response are prescribed in the “Detailed Explanation on Laws 
and Ordinances, Etc.” 

(5)  Implementation status of training activities 
Education is conducted during onboarding training and other internal training, etc., through the use of the “Detailed Explanation on 
Laws and Ordinances, Etc.” 

  



Ⅴ  Other 

1.  Presence or absence of the introduction of takeover defense measures 
 

Presence or absence of the introduction of 
takeover defense measures 

None 

 

Supplementary Explanation on Applicable Items 

 
The Company is aware that the improvement of corporate value is an important responsibility of the Company as a corporate entity. We 
believe that the raising of profitability and the increasing of corporate value will lead to the benefit of all shareholders, and will bring about 
long term capital stability, and are aware that this in itself is the most effective measures to defend against corporate acquisitions. On the 
other hand, in the event of a large scale share acquisition that is determined not to contribute to the corporate value of the Company and the 
common interests of shareholders, the response to this shall be carefully examined by the Board of Directors. 

2.  Other matters relating to the corporate governance system 
□ Overview of timely disclosure system 

The Company has designated the Planning Department as the department in charge of timely disclosures, and timely disclosures are 
performed via the system described below. 

1.  Collection and ascertaining of internal information 
The Planning Department is in charge of the collection and ascertaining of internal information at the Company. 

2.  Timely disclosure 
In regard to the ascertained internal information, upon consultation with related departments, centered on the Planning Department, 
the fact of a decision and financial results information is disclosed without delay after their determination and approval, and facts that 
occur are disclosed without delay after their occurrence. 
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