20th Council of Experts
Follow-up of Japan's Stewardship Code and Japan's Corporate Governance Code
20th October 2020
Dear Fellow Council Members,
ICGN Statement to the Council of Experts for the Follow-up of Japan's Stewardship
Code and Japan's Corporate Governance Code
I have pleasure in sending you ICGN comments on the items noted in the Agenda for the
next Council Meeting which will take place on 20th October 2020. Regretfully, I will not be
able to join you in person on this occasion and hope that the comments presented in this
Led by investors responsible for assets under management of USD$54 trillion, ICGN is a
leading authority on global standards of corporate governance and investor stewardship.
Our membership includes business leaders and institutional investors who have a shared
interest - and thus a shared responsibility - in promoting the success of companies to
preserve and enhance long-term value, contributing to strong economies and healthy
societies.
shared responsibility, as advocated in the ICGN Global
Stewardship Principles 1and the ICGN Global Governance Principles2, the latter of which is
currently subject to Member consultation as part of a three-year review cycle. Our comments
forthwith are therefore guided by ICGN Principles and largely written from the perspective of
the global institutional investor community.
COVID-19 and Corporate Governance
ICGN understands that the first meeting of the Council is to assess the economic and social
challenges brought about by the COVID-19 and how this impacts corporate governance.
The COVID pandemic presents the most significant public health and economic crisis of our
time and calls for new forms of cooperation on a global scale. In response, ICGN published
a letter to corporate leaders 3in April in the spirit of solidarity to provide an agenda for
dialogue with investors as we navigate this unprecedented challenge together. This agenda
elevates the importance of social factors as a key determinant to a com
long-term
financial health and sustainability and respectfully suggests broad priorities companies might
consider while dealing with the crisis. These include:
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Ensuring employee safety and welfare while meeting short-term liquidity
requirements to preserve financial health and solvency;
Pursuing a long-term view on social responsibility, fairness and sustainable value
creation and publicly defining a social purpose as we all adjust to a new reality;
Taking a holistic and equitable approach to capital allocation decisions, considering
the workforce, stakeholders and providers of capital; and
Communicating comprehensively with all stakeholders to instil confidence and trust
ing resilience into strategy and operations.
We published a statement of shared responsibilities for companies and investors alike which
addresses the above points and organised a series of webinars, the summaries of which are
available on the ICGN website.4

The Council has articulated priorities for consideration as part of the
Corporate Governance Code. These subjects are identified by the Japan FSA as follows:
1.
2.
3.
4.
5.

Cost of capital and capital efficiency
Board effectiveness, including independence and diversity
Sustainability
Ensuring confidence in audits
Governance of group subsidiaries

ICGN has already opined on these subjects in our contribution to previous Council meetings
which we will reiterate in due course. We also published a series of Japan related policy
priorities at the ICGN Annual Conference, hosted by the Japan Exchange Group in July
2019 and which we have taken the liberty of providing as an annex to this letter.
We agree that the aforementioned subjects are important, and we look forward to opining
further on these matters. Additionally, we respectfully suggest that the Council considers
three further matters being: (1) timing of publication of the securities report, (2) annual
general meetings, and (3) human capital management.
Timing of publication of the Securities Report
The Securities Report (Yuho) includes valuable information for investors around the
business model, corporate strategy, audited financial results, Key Audit Matters and other
corporate governance related information such as cross-shareholdings. The Yuho should
therefore be published pre-AGM, not post. Companies listed in TSE prime market should
make both English translated Securities Report and Notice of AGM.
Our Japan related policy priorities (provided in the annex) encourage companies to move
their respective record dates from March to April to allow AGMs to be held in July. Not only
will this lead to less AGM clustering, but this will also give companies additional time to
prepare the abovementioned materials in English before the AGM.
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Annual General Meetings (AGM)
The AGM is an important forum for shareholders to hold the board and management
accountable for preserving and enhancing long-term corporate value. Ideally AGMs should
allow for the physical presence of participants, including provision for voting electronically by
proxy, and ensure live interaction is possible between shareholders and the board and
management.
During the COVID crisis, virtual-only AGMs have become the new normal and has led to
emergency legislation being enacted in multiple markets to allow companies to seek
shareholder approval on things like dividend proposals, share issuance authorisations,
director elections and auditor appointments. Hybrid
have also been popular which
proceedings accessible via the internet.
While ICGN Members recognise the need for hybrid and virtual-only AGMs in this current
environment, we encourage regulators to ensure that shareholder rights are not infringed so
as not to restrict their ability to hold companies properly to account. Certain minimum
shareholder rights should be guaranteed to allow for robust challenge of boards and
management through interactive and unmoderated questioning or statements made by
shareholders to have meaningful dialogue on contentious proposals.
When holding a hybrid or virtual-only AGM, we strongly encourage companies to ensure
interactivity with shareholders and to replicate as best as possible the in-person AGM
experience. In doing so companies might consider the following as an optimal format as
described in a Viewpoint from the ICGN Shareholder Rights Committee:5
Publish AGM information at least one month ahead of the meeting, including the
meeting format and procedures around registration, access, participant identification,
shareholding verification and voting options.
Use video technology as well as audio technology to allow for facial expression to be
shown.
Allow participants to ask questions and make statements in advance and during
the AGM and allow for follow up questions and statements if necessary.
Record and respond to all questions and made such responses promptly publicly
available (avoid legalistic language).
Enable participants to be able to cast votes live, noting all matters on the ballot
should be voted by poll.
Ensure accuracy of tracking and reconciling any advance votes received pre-AGM
with any live votes cast during the AGM itself.
Disclosure around human capital management
The COVID-19 pandemic has exposed deep social inequalities, for example in terms of
income, gender or race. ICGN Members are increasingly addressing these issues with
companies including:
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health and safety especially in industries where human interactivity is high,
diversity noting the disproportionate number of female redundancies,
anti-discrimination policies and practices,
human rights in the supply chain,
staff training as companies have transitioned their operations to a virtual and socially
distanced world, and
income inequality to ensure ordinary employees are treated fairly in terms of pay,
bonus, pension and other benefits, e.g., access to medical insurance.
Many ICGN Members are calling on regulators to require companies to publish better
information around how human capital is managed as part of a longer-term strategy for
value creation. ICGN recently issued a letter 6to support a coalition of our Members who had
formed the Human Capital Management Coalition which called on the United States
Securities and Exchange Commission (US SEC) to require companies to disclose
information about their human capital policies, practices and performance.
We subsequently welcomed, a change of reporting rules by the US SEC to require
helpful first step and we
encourage the US SEC and other regulators to continue to require companies to provide
more transparency around human capital management, particularly on things like workforce
stability, total workforce costs and ethnic/racial diversity across different employee levels.
Thank you for this opportunity to provide commentary for the Council meeting and we look
forward to the continued deliberations.
Yours faithfully,

Kerrie Waring
Chief Executive Officer
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