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2025 revision of Japan’ Stewardship Code

Summary of comments received at the public consultation process and FSA's responses
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We support the proposed amendment to Principle 4 of the Stewardship Code to require
investors to disclose their holding size to the Japanese issuers on request and to disclose in
advance a policy on how investors will respond to such requests. Principle 4 currently states that
“Institutional investors should seek to arrive at an understanding in common with investee
companies and work to solve problems through constructive engagement with investee
companies.” In our view, the proposed amendment will contribute to ensuring that engagement
with our investee companies is constructive.

Stewardship aims to improve the dialogue between investors and investee companies.
Companies are bombarded with the opinions of multiple stakeholders, and one method of
triaging investor feedback is by the holding size of the investor. Transparency around ownership
is key to have constructive and candid conversations about value creation.

BETICCHERWVEEHYNES TSVFET,
We appreciate your support for the revision.
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Globally, we are also seeing the trend towards greater transparency. Section 793 of the UK
Companies Act 2006 allows companies in the United Kingdom to request intermediaries to
disclose the identity of their investors to aid their shareholder analysis. The revisions to the
European Union Shareholder Rights Directive 1l (SRDII) provided companies with the ability to
make a shareholder identification request using electronic messaging to the entire custody chain.
Investors who operate in the European Union are familiar with such requests and will already
have central processes established to satisfy such identification requests.

We already have a global process which allows the listed companies in which we invest to
confirm the size of their holding from a central Compliance mailbox. We will disclose our
approach, including the mailbox address, in our 2024 Stewardship Report, due to be published
at the end of April 2025. Thus, we see it as reasonable for investors to disclose a policy on how
they will respond to such requests from investee companies.
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We support disclosure on shareholdings. We believe that providing transparency on
shareholding and disclosure policies promote well-functioning financial markets and brings
benefits to investors, companies and regulators.

Nonetheless, we believe that the dialogue between investors and companies should not be
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impacted by the size of share ownership. We take our fiduciary responsibility to vote shares and
engage with companies very seriously, regardless of the size of our investments.

We believe that encouraging companies to consider a dialogue with their shareholders beyond
share ownership in line with their resources and capabilities, should be also marked in the body
of the proposed paragraph 4.2, rather than left as a point in the footnote.

As you pointed out, we believe that constructive
dialogue between institutional investors and investee
companies should not be merely driven by the size of
shareholdings.
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We support the elevation of beneficial ownership disclosure from Note 16 to Guidance 4-2 in
the main principles. The proposed approach, which requires disclosure only upon company
request rather than as a proactive obligation, strikes an appropriate balance between corporate
transparency and operational practicality for institutional investors.

However, we recommend considering two important technical aspects in the implementation:

1. Timing: Any shareholding disclosure should clearly reference a specific point in time, as
institutional investors' positions can fluctuate significantly, particularly in dynamic investment
strategies.

2. Engagement dynamics: The interaction between engagement activities and investment
decisions should be acknowledged. Constructive dialogue with companies can naturally
influence investment theses and position sizing, making point-in-time disclosures particularly
relevant.

These considerations, while perhaps too granular for inclusion in the main guidance, are
crucial operational factors that will impact the effective implementation of this principle.

CERBYNES TTNFET,
Thank you for your opinion.
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22 We agree that transparency on beneficial shareholders is likely to contribute toward better | HETDBEICCEBRIWL=EEHYNES ZXWVVET,
relationships between investors and corporates, and ultimately more effective engagements. CHEROLTHADEFIZOVNTIE, I TIZEREAKIC
Considering this revision as a first step, we encourage the FSA to continue discussions with | # W\ TEFMZREIARHDONTNRERMLTEY E
investors and corporates to identify opportunities for broader mechanisms (such as databases) | 97,
to enhance transparency more systematically.
We appreciate your support for the intent of the revision.
We recognise that the industry associations have
already started discussions regarding the mechanisms
you mentioned.
23 We reference the proposed guidance stating “In order to support constructive dialogue with EIZEQEEFRICDOVTIL, EEXEDREDERNE

investee companies, institutional investors should, in response to requests from investee
companies, explain how many shares they own/hold in the company and should disclose in
advance a policy on how many they will respond to such requests from investee companies."

We value engagement with portfolio companies and are supportive of initiatives that facilitate
constructive dialogue between institutional investors and investee companies. We believe that
engagement is an important tool that enables us to hear directly from company directly from
company directors and executives about board’s oversight of management, strategy, material
risks and other corporate governance matters to our funds.

While we understand the rational for requesting shareholdings, we note that depending on the
organisational structure of an asset manager, it may be operationally difficult and/or resource
most up-to-date number of shares held in each investee company at the time of requesting a
prescribed disclosures could be considered material non-public information.

We support the existing Large Shareholding reporting system in place in Japan which is
comparable to other markets in which our funds invests.

While we recognize that some investee companies would find the disclosure of shareholdings
helpful when assessing engagements, we believe that constructive dialogue between
institutional investors and investee companies should not be merely driven by the size of
shareholdings (as stated in Note 16 of the existing Stewardship Code).

Finally, while we appreciate the need for transparency and are supportive of initiatives that
facilitate constructive dialogue, we question whether disclosure of the exact number of shares
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held should be prescribed in Japan's Stewardship Code (as opposed to the amendment of other
relevant regulations/guidelines). In this regard, we encourage stakeholders such as data
providers, custodian banks, and others working together to build an ecosystem where
shareholdings are easily attainable.

Regarding how investors respond to requests from investee companies, we are supportive of
investors outlining how and why they engage in their preferred medium. For example, we have
published a guide on its website outlining our engagement practices and approach. This
document states that "When evaluating on engagement request, we consider, among other
factors, the company's proposed agenda items, the clarity of the disclosures regarding matters
on the ballot, whether we have any governance concerns, and whether follow-up on a previous
proxy voting decision is appropriate. If we decline an engagement request, it is typically because
we do not have any questions related to the matters on the ballot or we do not have concerns or
uncertainty regarding the company's governance practices based on the company's current
disclosures and/or our previous engagement with company leaders. We also commonly share
our perspectives and engage with portfolio companies by email, particularly during proxy
seasons."
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The reference point in time of the number of shares
held should be determined by each institutional investor
provided it aligns with the purpose of constructive
dialogue between institutional investors and investee
companies.

Institutional investors are expected to develop a policy,
based on their situations, on how they will respond to
requests from investee companies. For example,
institutional investors may disclose the following items:

- The reference point in time for the number of shares

held;

- Frequency of possible responses;

- Response time required;

- How to confirm the credibility of the inquirer, and;

- Other considerations and matters for inquiry

*It should be noted that disclosure should not be limited
to the items mentioned above and should be periodically
updated as the revised Code is implemented.

Also, as you pointed out, we believe that constructive
dialogue between institutional investors and investee
companies should not be merely driven by the size of
shareholdings.

Furthermore, we recognise that the industry
associations have already started discussions regarding
the mechanisms you mentioned.

Lastly, Principle 1 states, “[ijnstitutional investors should




have a clear policy on how they fulfil their stewardship
responsibilities, and publicly disclose it.” We think it may
be preferable for institutional investors to outline in their
policy how and why they engage through their preferred
medium, as you pointed out.
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On replacing part of Note 16 with new Guidance 4-2, stating that institutional investors should
explain how many shares they own/hold in the company in response to requests from investee
companies, we believe this could pose hurdles for investors. Firstly, there is a time lag between
purchasing shares and engaging with the company, during which the number of shares held
could change, making it impractical to track continuously. Secondly, some investors may be
unable to disclose their shareholdings for legal or practical reasons, and we do not want this to
be used as an excuse for companies to decline engagement requests. Therefore, we think it is
better to leave this as an option for investors to disclose. We do support, however, shareholders
disclose their holding status in the case of filing resolutions.
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From the perspective of building dialogue and mutual
trust between investee companies and investors, we
believe it is important for institutional investors to explain
how many shares they own/hold in the investee
companies in response to the inquiries from the investee
companies. This will help increase the transparency of
beneficial shareholders.

The reference point in time of the number of shares held
should be determined by each institutional investor
provided it aligns with the purpose of constructive
dialogue between institutional investors and investee
companies.

As you pointed out, we believe that constructive
dialogue between institutional investors and investee
companies should not be merely driven by the size of




shareholdings.

25

BAGENHERERORENLGCRERREZILET S LERETELL., AESHEER
LE=RERTHERECRER EOENERFOHRGND IR FEMNTT, REKREICEHT H1F
HeF LD BRLTHLRARREZRATLEVVEERERIFET 5.

REXEEENODRDICH CTRARABERTINEEE. 584 — 2 & L THEICME
1%, KIEHORRICERT 5, KEHICE Y., WEDRHRE G LRER T OERLDER
EHFLTL S,

Fl=., §%&. EEREIDERALOENMEZSHICEDHDH. SHEFDRELZ{T5~E
THd.

BETICTHRW=EEHYMNES TSVET,

Tl EZBRBISOVWTIE, §&. ZHEDEHEZRIC
BVWTSHE LORERTHEDHEDORIRICET 5&H
PTHON T IZDERMLTEY ET,

26

HEEt4—2(CREBDHSH (A DRREGHIREMRTIEHRT 5-DDA 2V IINRBET
HdETH, TDEHFEBESINDRA T4 7Y (BHIREREBRTIYIART+T7Y) BR
TOREPEHESEBTETAICLHINATVSESICEEZLL., SR, EHEERTRIS
NBBET, WA LTA 7V EBRTOERILGEINDEL D, ERMTICESIXEEFET S,

BELGCERELTERYEY,

27

Identification of beneficial ownership:
+  We are supportive of the proposed addition of item 4-2, as a first step towards improving
transparency of beneficial ownership.
» However, we would caution that this must not be used as a reason for companies not to
engage with investors, companies should be open to dialogue with their investors and should be
encouraged to engage appropriately, even if the investor is not a stewardship code signatory and
as such does not comply with this policy.
+ ltis also important to remember that there are some practical challenges, for example; many
asset managers will have holdings on behalf of a very large number of end beneficiaries, there
are time lags between share trading points and engagement dates, and some investors may not
be able to disclose their holdings for legal or other practical reasons. Therefore, it is important
that policies and systems required must be reasonable, flexible and realistic and should not
create further confusion about who is best placed to engage, nor create barriers to engagement.
+ Additionally, it is important to ensure that the appropriate legal changes are made in other
places to facilitate better identification of beneficial shareholders, for the benefit of both
companies and their shareholders.

28

We support the principle of increased transparency of beneficial shareholders, however we do
not agree with such a requirement for the sole purpose of engagement. Investors’ willingness or
ability to respond to such requests should not become a barrier or create any time delay for
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investors to have access to companies for constructive dialogue. Companies should be open to
engaging with investors even if they do not provide this information, or are not signatories to the
Code, or have smaller shareholdings.

There may be practical limitations to providing such information due to the large number of
portfolios held by asset managers with operations across multiple jurisdictions. In addition,
adequate data security protocols are needed to maintain confidentiality on behalf of investors
and prevent misuse of shareholder data including shareholder identity and quantity of holdings.

FSA may wish to consider requiring the transparency of beneficial owners at record dates for
voting rights and dividends as an alternative route to deliver transparency to companies.

MITHORA TV IDERMLTEY FI,

HHeE T, THEBEOTEHEADEBIZOVTIE, 37 TIC
EFRFRICE VD TERMNGRESIBOH 5 TLVD EFRA
LTEYFET,

We appreciate your support for the intent of the revision.

The Code will continue to be based on the concept that
constructive dialogue between institutional investors and
investee companies should not be merely driven by the
size of shareholdings.

The Code adopts a principles-based approach,
expecting institutional investors to fulfil their stewardship
responsibilities with an emphasis on substance. In the
implementation of Guidance 4-2 of the revised Code, it is
up to each institutional investor to decide how to respond
to inquiries from investee companies, as long as it is
beneficial for the purpose of constructive dialogue with
them. Institutional investors should disclose in advance a
policy on how to respond to inquiries from investee
companies. If there is a valid reason not to disclose the
number of shares held, it is preferable to include that
reason in the policy.

Regarding legislation, we acknowledge that the
establishment of a system to confirm beneficial
shareholders under the Companies Act will be discussed
in the Legislative Counsel of the Ministry of Justice.

We also recognise that the industry associations have
already started discussions regarding the mechanisms
you mentioned.
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1. The proposed Principle 4-2 should be revised as follows: T#&%&EF % & OB TERMIZRT
EET 2012, BEAERNLDROICIELT] > EELALEN O HZIRER L EEMIC
WHEEFITOOICTEEMLGREENREINTZHES] ; from “In order to support constructive
dialogue with investee companies, institutional investors should, in response to requests from
investee companies” to “When an investee company shows reasonable needs to engage in
constructive dialogue”.

2. The proposed Principle 4-2 should be further revised as follows: T{%(Zxt L TEREAT R E
ThY. BEEEENORONBH o -HZEDOHEAHICOVTHONLHRRIRETH D

— [ HERERBSNEIET L THRBLOMBEET 2EREEED L, SENLGEHETH
T DENETRETHA] ; from “explain... and should disclose in advance a policy on how
they will respond to such requests from investee companies” to “make efforts to disclose, to the
extent it is reasonable, in consideration of its confidentiality obligation and other relevant factors”

Reason:

1. The proposed Principle 4-2, in particular the Japanese version, indicates that institutional
investors (not investee companies) see the needs to disclose shares [for the institutional investor]
in order to engage in constructive dialogue with investee companies, which is the opposite of the
situation the proposed 4-2 intends to address, and should be corrected.

2. The approach proposed in the revised Principle 4 could allow abusive and excessive requests
for disclosure by investee companies at the expense of institutional investors, which would
significantly disrupt otherwise permissible institutional investors’ investment activities.

We note that the Code recognizes that the stewardship activities involve costs, as noted in
Item 4 in the Aims of the Code section, which, the Code seems to indicate should be borne by
the institutional investors and, ultimately, their clients and beneficiaries as “necessary costs for
investment” (described as ‘indispensable element in asset management” in the English
translation).

The revised Principle 4 can be read as to allow any investee companies (including investee
companies that had not even adopted the Corporate Governance Code) to seek information
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E3 I

We believe that increased transparency of beneficial
shareholders is important from the perspective of building
dialogue and mutual trust between investee companies
and investors.

The Code adopts a principles-based approach,
expecting institutional investors to fulfil their stewardship
responsibilities with an emphasis on substance. In the
implementation of Guidance 4-2 of the revised Code, it is
up to each institutional investor to decide how to respond
to inquiries from investee companies, as long as it is
beneficial for the purpose of constructive dialogue with
them. Institutional investors should disclose in advance a
policy on how to respond to inquiries from investee
companies.
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about shares that any institutional investors adopting the Code may hold without showing any
reasonable needs for such information to engage in constructive dialogue and without any
reasonable or meaningful guardrail or standards applicable to investee companies.

There is no responsibility whatsoever of the investee companies in connection with the costs
associated with institutional investors’ efforts in responding to these requests albeit those costs
being solely borne by institutional investors, their underlying investors and beneficiaries.
Therefore, institutional investors should only be required to respond to investee companies’
requests when there are reasonable needs for such information to engage in constructive
dialogue.

3. Further, the revised Principle 4 offers no assurance that investee companies will provide
opportunities to have constructive dialogue. In this regard, the minutes of the third Experts’
Meeting on the Code which took place on 26 February 2025 confirm that, as the premise of the
revised Code, the investee companies’ inquires are to be made to support constructive dialogue.

Consistent with such understanding discussed during the Experts’ Meeting, the Code should
clarify that the inquiries that the Code expects institutional investors to respond are the inquiries
to provide opportunities to have constructive dialogue.

We have concerns that, without such clarification, this amendment would only be used for
investee companies’ benefits to know potential investors who may be a threat to the
management team of the companies from the companies’ perspective (and to take so-called
defensive measures), and not for purposes of actually initiating or facilitating engagement with
institutional investors. By including the proposed clarification, the costs would become
meaningful expenses for institutional investors as institutional investors can expect to have
engagements with those making inquiries.

We note that asset managers regularly meet with companies that they do not hold positions in
for due diligence purposes either as a potential candidate or in connection with another company
whose stock they do own; and it would be detrimental to the market and the price discovery
process if companies decline meetings with asset managers or dismiss their views just because
they are not a shareholder at that time, or do not own enough shares to be considered important
enough to meet with, which the Code also intends to prevent, as noted in the footnote 15 (in
Japanese version)/16 (in English translation).

- 14 -




4. Moreover, shareholding information can be competitively sensitive information.

Institutional investors should be allowed to make decision as to whether or not to respond, to
what extent it responds, how it responds, in consideration of the costs associated with such
responses, and its cost-benefit analysis in achieving the goal of medium- to long-term investment
return for their clients and beneficiaries, likelihood of opportunities for constructive dialogue being
provided by requesting investee companies, what safeguards requesting companies had
implemented to preserve the confidentiality of the information, and implications of fiduciary duties
and confidentiality obligations or other statutory and contractual obligations that institutional
investors may owe to their clients and beneficiaries.

The Code should explicitly clarify that institutional investors may consider these various
considerations and implications. In this regard, it is reassuring that the FSA commented that
“beneficial shareholders’ responses will be, in our understanding, within the scope of what they
can do in practice”, which is consistent with the clarification we are seeking.

33

We in principle supports replacing part of Note 16 with Guidance 4-2, which requires
institutional investors to disclose shareholdings upon request. This aligns with global trends (e.g.,
the UK Stewardship Code’s emphasis on ownership transparency). However, we would like to
outline the following concerns below:

a) Equitable Treatment of Shareholders: While the Code emphasizes equitable treatment of
shareholders, we note that disclosing specific shareholdings may potentially create an uneven
playing field. The FSA should consider any risk that engagement with smaller shareholders may
be deprioritized by corporates in response to disclosure of holdings and that investors with
smaller declared holdings might be disadvantaged in terms of corporate access. We therefore
propose that FSA consider moving Footnote 16 “Constructive dialogue between institutional
investors and investee companies should not be merely driven by size of shareholdings” to the
main Guidance to supplement Code 4-2.

b) Ensure secure data protocols: While article 4-2 mentions the purpose of the data collected is
“In order to support constructive dialogue” We believe it is important to introduce safeguards to
ensure the companies use the data collected only for legitimate purposes and to avoid or prevent
misuse. As an example, the EU Shareholder Rights Directive Il (SRD IlI) mandates ISO 20022
standards for transmitting shareholder identity data, with strict access controls and 12-month
retention limits to prevent misuse of shareholder registers.

c) Operational costs: Asset managers across many jurisdictions may find it operationally
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burdensome and costly to aggregate the data across multiple strategies and portfolios, with
different approaches to voting and engagement. Whilst we support the intent of the article, we
would recommend adding “on a best effort basis” so that investors can have some flexibility to
respond to requests practically and within reasonable costs.

As the FSA is already working on legalizing this requirement by amending Company Law in the
Legislative Council, we believe that standardizing the process and building required systems
later will be helpful. Various parties including ICJ, a subsidiary of Tokyo Stock Exchange that
provides an electronic voting system, or Broadridge can provide a system for asset managers
and companies to detail holdings upon request, which seems to be a cost-effective approach to
providing the data.

d) Encouraging transparency in communications with shareholders: Often there is a time-gap
between engaging and investing and asset managers hope that companies do not use this
clause potentially to not engage. It is important to encourage corporates to be more transparent
in their communication with shareholders, and to accept engagement can also be a critical “pre-
investment” strategy for many investors.

At the same time, we note requirements for confidentiality between asset managers and
underlying clients and would emphasize that requirements to provide information on
shareholdings should not require disclosure of underlying beneficial ownership.

e) Loss of competitive positioning for some strategies: For some activist and alternative
strategies, revealing the number of shares before the AGM can lead to loss of competitive edge
and sensitive information. In addition, the number of votable shares may be fluid especially in
the run up to a shareholder meeting where there are contested proposals and can change rapidly
on a day-to-day basis. Hence, these strategies should be able to provide an indicative response
rather than precise number of shares held.

The Code will continue to be based on the concept that
constructive dialogue between institutional investors and
investee companies should not be merely driven by the
size of shareholdings.

The Code adopts a principles-based approach,
expecting institutional investors to fulfil their stewardship
responsibilities with an emphasis on substance. In the
implementation of Guidance 4-2 of the revised Code, it is
up to each institutional investor to decide how to respond
to inquiries from investee companies, as long as it is
beneficial for the purpose of constructive dialogue with
them. Institutional investors should disclose in advance a
policy on how to respond to inquiries from investee
companies, including the granularity of the responses. If
there is a valid reason not to disclose the number of
shares held, it is preferable to include the reason in the
policy.

Also, we recognise that the industry associations have
already started discussions regarding the mechanisms
you mentioned.
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comfortable disclosing our holdings to investee companies upon request. Meanwhile, we Thank you for your opinion.
encourage companies to make annual general meetings (AGMs) more accessible and inclusive
by a) permitting attendance by beneficial (substantial) shareholders, and b) staggering AGM
dates.
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While we support transparency in shareholder-company relationships, we believe mandating
a formal policy on shareholding disclosure procedures may be unnecessarily prescriptive.
Instead, we recommend a more flexible approach whereby institutional investors describe their
engagement process in their stewardship policies. This approach would avoid creating additional
administrative burden through formal policy requirements, while maintaining the spirit of
transparency and constructive dialogue.
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We believe that each institutional investor will determine
how to disclose its policy on responding to inquiries from
investee companies, based on its situations.
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We support the new Guidance 4-2 stating that institutional investors should explain how many
shares they own, in response to requests from investee companies. We think this requirement
would be helpful in improving transparency and building trust to better facilitate constructive
engagement between investors and their investee companies. Meanwhile, considering that it
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may also require some flexibility in implementation, we do not feel that the proposal for disclosing
a prescribed policy in this regard is more helpful to advance the practice as a principle-based
approach.

58

We are supportive of expanding the guidance to include disclosure of policies for responding
to shareholding inquiries but given many investors are based in different jurisdictions and have
different proxy voting and engagement strategies, we believe specifying disclosure “on a best
effort basis” will allow signatories to follow the directives to best of their capacity, without undue
cost or operational burden. Additionally, we note that there is no explicit regulatory requirement
in other jurisdictions mandating asset managers to publicly disclose a policy on how they will
respond to requests from investee companies regarding the number of shares they hold.
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On adding that institutional investors should disclose in advance a policy on how they will
respond to such requests from investee companies to Guidance 4-2, we believe it should be
optional for investors to disclose this policy.
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We do not agree that it is necessary for investors to have a public facing policy on their
responses to ownership requests from companies for the purpose of engagement. In line with
the above recommendation [to Q1-1], FSA may consider replacing this with a policy to disclose
the beneficial ownership at record date to the investee company.
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Institutional investors should disclose their policy in
advance regarding how they will respond to inquiries from
investee companies. We believe that this will improve the
predictability of practices for both companies and
investors and contribute to increased transparency of
beneficial shareholders.

The Code adopts a principles-based approach,
expecting institutional investors to fulfil their stewardship
responsibilities with an emphasis on substance. In the
implementation of Guidance 4-2 of the revised Code, it is
up to each institutional investor to decide what to include
in their policy on how to respond to inquiries from investee
companies, as long as it is beneficial for the purpose of
constructive dialogue with them.
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In principle, we welcome the revision to guidance 4-5 — we agree that collaborative
engagement is an important vehicle of stewardship that can increase its effectiveness.

69

On revising Guidance 4-5 to emphasize that engaging with investee companies in
collaboration with other institutional investors (collaborative engagement) is an important option,
we agree. When considering methods for dialogue, it is crucial to ensure they lead to constructive
dialogue that contributes to the sustainable growth of investee companies.

BETICCHERWVEZEH YN ES TTVET,
We appreciate your support for the revision.
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We welcome the recognition by FSA that collaborative or collective engagement can be
beneficial for both investors and companies and can support deeper and more effective dialogue.
We suggest that FSA explains why collective engagement is an important engagement option
for investors to consider where appropriate. For example, FSA can highlight that collective
engagement can be more effective in some instances, especially if companies are not
responding to individual engagement, and can provide learning opportunities for investors,
especially those with smaller or newer stewardship teams.

75

We support the FSA's continued emphasis on the importance of collaborative engagement,
including measures taken to address concerns regarding the Large Shareholding Reporting
Rule.

We further encourage the FSA to consider incorporating a footnote to clarify why institutional
investors should consider this approach.

For example, we recognize that investor collaboration is widely seen as a key stewardship
strategy, both for dealing with companies that have not responded to individual engagement and
for encouraging action on system-level issues.

In the context of sustainability-related system-level issues, as part of the A Legal Framework
for Impact project, we have identified that collaborative engagement is likely both to reduce the
costs and enhance the prospects of a successful sustainability outcome.

BETOMEICCHRIWEEHYLES ZSVET,

SHROWETIE, BERERORF 17— Ky TiEE
[ZHETHEM - EMG) V—XZEML. OX FEERT
LBREEOTRENED SN FER, READEDF
MR RICET AL LEEINE I N EZHEIZE V=L
TEEGERRELT, B RLTWVWSIHDTY,

We appreciate your support for the intent of the revision.

Consideration was given to how to supplement
quantitative and qualitative resource and to reduce costs
in institutional investors’ stewardship activities. This
revision concluded by proposing collaborative
engagement as an important option for institutional
investors, with the expectation that they consider whether
it will lead to constructive dialogue that benefits the
sustainable growth of investee companies.
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Such an explanation could complement the Asset Owner Principles by clarifying that in the
context of fiduciary duty, collaborative engagement can be an important option to consider in
order to address system-level risks that affect the portfolio as a whole.

76
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We are supportive of the recognition that collaborative efforts can play a valuable role in
facilitating constructive dialogue. However, both actual and perceived obstacles persist.

CERHYMNES TTVFET,

Thank you for your opinion.
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CERHYMNES TTVFET,

80

We reference the proposed guidance stating that “In addition to institutional investors engaging

AI—FISENT, RF2T7—FYy TEHER THE
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with investee companies independently, engaging with investee companies in collaboration with
other institutional investors (collaborative engagement) is also an important option. When
considering methods for dialogue, it should be kept in mind whether they will lead to constructive
dialogue that contributes to the sustainable growth of investee companies.”

Our stewardship does not participate in collaborative engagements. In our view, one-on-one
engagements allow investors to maintain independence in accordance with the investor’s
specific investment strategies or fund mandates, which in turn results in constructive dialogue.
Our team was an early pioneer of engaging with portfolio companies about their company’s
corporate governance practices. Direct engagement is an important tool that enables us to hear
from company directors and executives about a board’s oversight of management, strategy,
material risks and other corporate governance matters. In turn, through our engagements,
company leaders can gain a deeper understanding of what matters to the funds.

While we appreciate that collaborative engagement may be appropriate for some investors,
we believe that it is not suitable for all investors due to varying mandates, investment strategies,
stewardship policies and stewardship resources available. We are supportive of collaborative
engagements being an option for other investors, provided that it does not become a compulsory
requirement that all investors should participate in collaborative engagements, and that investee
companies will continue to offer one-on-one engagement opportunities with investors.

In addition, we note the term “sustainable growth” is not defined by the FSA and thus may be
subject to each investor’s own interpretation. We believe effective stewardship enhances long-
term investment returns through promotion of governance best practices. Stewardship is
undertaken by a diverse range of organisations performing different roles and pursuing different
investment strategies, and it should be recognized that stewardship practices, including the types
of dialogue conducted, will inevitably vary depending on the investor’s specific investment
strategies or fund mandates.
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In this Code, “stewardship responsibilities” refers to the
responsibilities of institutional investors to enhance the
medium- to long-term investment return for their clients
and beneficiaries (including ultimate beneficiaries) by
improving and fostering the investee companies’
corporate value and sustainable growth through
constructive engagement, or purposeful dialogue, based
on in-depth knowledge of the companies and their
business environment and consideration of sustainability
consistent with their investment management strategies.
As you mentioned, the implementation of the Code would
vary depending on the size of investors and the investors’
asset management policies.
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Also, the Code adopts a principles-based approach,
expecting institutional investors to fulfil their stewardship
responsibilities with an emphasis on substance. For
Guidance 4-6, the implementation of the most suitable
dialogue is determined by each institutional investor,
provided that it serves the purpose of the constructive
dialogue that supports sustainable growth of investee
companies.

81

Collaborative engagement:
*We are supportive of the goals of the changes to paragraph 4-6.

*We suggest a minor amendment to the language in English: “Collaborative engagement with
other institutional investors may also be an effective approach when considered appropriate.”

*We believe that this is a pragmatic and balanced amendment, recognising that collaborative
engagement is a potentially useful mechanism, but that the choice of engagement approach

should be made by the investor based on their judgment.
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The Code adopts a principles-based approach,
expecting institutional investors to fulfil their stewardship
responsibilities focusing on substance. For Guidance 4-6
of the revised Code, the implementation of the most
suitable dialogue is determined by each institutional
investor, provided that it serves the purpose of the
constructive dialogue that supports sustainable growth of
investee companies.

The revision is an English translation of the
corresponding part of the original Japanese text
implicating “an effective approach when considered
appropriate” as you noted.
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82

We are supportive of adding “dialogue that contributes to the sustainable growth of investee
companies,” as that implies the mid-to-long term horizon of engagement over short-term
behaviour.

Inclusion of the term “constructive” may be more nuanced and could lead to differences in
opinion. When evaluating approaches to investor dialogue, it is important to recognize that
investors, like companies themselves, are diverse in their perspectives and methods. Some may
offer candid or critical feedback with the genuine intention of supporting the company’s growth
and value creation. If a company were to dismiss such input as “unconstructive” and
consequently exclude these investors from further dialogue, it risks incurring significant
opportunity costs by foregoing potentially valuable insights. Ultimately, as publicly listed entities,
companies have a responsibility to remain open and responsive to all investors, ensuring that a
broad spectrum of viewpoints is considered in the pursuit of long-term corporate value
enhancement.

We are concerned that describing collaborative engagement as “an important option” might
give the impression collaborative engagement is “optional” which is not FSA's intention as Article
7-3 reiterates that Collaborative engagement is an important part of the Code. We are aware this
could be a Japanese English translation issue as the Japanese version does not imply
collaborative engagement to be optional. For the English version of the Code, we suggest
“collaborative engagement is also an important part of stewardship activities”. We believe that
maintaining practical flexibility to use various engagement methods is important to give the Code
flexibility to accommodate various stewardship approaches.

We would like to reiterate the recommendation in our response to the Stewardship Code dated
February 7, 2020 and we note that the UK Stewardship Code provides guidance for signatories
to report on outcomes in a way that aligns with their long-term stewardship goals. In the UK,
signatories are expected to submit an annual Activities and Outcomes Report, detailing how they
have applied stewardship principles through their activities and the resulting outcomes. This
approach focuses on outcomes and not just principles. We believe Japan’s Stewardship Code
could also include Guidance to encourage reporting on mid- to long-term outcomes to reflect
stewardship commitment.
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The Code adopts a principles-based approach,
expecting institutional investors to fulfil their stewardship
responsibilities with an emphasis on substance. For
Guidance 4-6 of the Code, the implementation of the most
suitable dialogue is determined by each institutional
investor, provided that it serves the purpose of the
constructive dialogue that supports sustainable growth of
investee companies.

Guidance 7-4 provides “asset managers should
regularly conduct self-evaluations with respect to the
status of their implementation of each principle, and
disclose such results together with the results of their
stewardship activities including dialogue with companies.”
Given its situation, it is preferable for each institutional
investor to report the outcome of its stewardship activities
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in the context of promoting companies’ sustainable
growth.

83

ERERETACEE LGB T 7 —OA D FOBEFESIEZNELVDN, THL 26 F£D
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Collaborative engagement offers several compelling advantages that can enhance the
effectiveness of stewardship activities. The aggregation of assets under management amplifies
investors' voice and influence, while the consolidation of multiple similar discussions into
coordinated dialogues significantly improves operational efficiency for both investors and
companies. Furthermore, collaborative initiatives enable the communication of clear, consistent
expectations and milestones to investee companies, avoiding the potential confusion that could
arise from multiple independent engagements conveying similar but slightly varied messages.
While these benefits are substantial, investors should remain mindful of jurisdiction-specific
regulatory considerations (e.g. in Japan or the US), such as 'acting in concert' rules and group
shareholding thresholds, ensuring that collaborative engagements are structured appropriately
within local legal frameworks.

85

We welcome the recent proposed clarifications on the scope of joint holders and the scope of
the act of material proposal in the Large Shareholding Reporting Rule. Institutional investors
should ensure that they fully understand the final revisions which are intended to promote
collective engagement by clarifying what constitutes acting in concert. In particular, institutional
investors should note the whitelisting of themes of the sale of cross shareholdings and the
increase in the number of independent directors which are core components of corporate
governance reforms to drive long-term value creation.

86

Institutional investors should bear in mind not to cross the line concerning the large
shareholder reporting rule, which is also under revision, when conducting collective/collaborative
engagements.

87

We support in principle the proposed revision to Guidance 4-5 regarding investors’
commitment to collaborative engagement activities as “an important option”, in addition to
engaging with companies individually. We recognise that collaborative engagement, when
conducted appropriately, could form a key escalation mechanism for advancing stewardship
activities more effectively where necessary.

Meanwhile, we would like to make some suggestions for further clarity and improvement of
the Code in terms of the issues below:
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In February 2014, the FSA published the “Clarification
of Legal Issues Related to the Development of Japan'’s
Stewardship Code” (the “Document”’), and sought to
clarify the interpretation of “joint holders” under the large
shareholding reporting rules as well as “specially related
parties” under the tender offer rules. However, since there
were suggestions for further clarification or limitation to
enable more effective dialogue between companies and
investors, we implemented a revision to clarify the scope
of “joint holders” in the 2024 Amendment to the Financial
Instruments and Exchange Act (the “Amendment”), taking
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1. The amendments to the Financial Instruments and Exchange Act (FIEA), which was
proposed by the FSA and passed by the National Diet in May 2024, have provided some much
needed clarity on the concert party/joint holder provisions under Japan’s Large Shareholding
Reporting Rules. We appreciate the clarification that, as long as multiple investors do not reach
a specific agreement (e.g. submit “material proposals” or coordinate on voting matters), they will
not be regarded as “joint shareholders”. In addition, the activities that are not directly related to
corporate control, such as requests for changing capital policy or dividend policy, are not
considered as a material proposal.

However, given that collaboration among investors may take different forms (e.g. through an
investor forum or public platform, or by bilateral discussions), depending on their individual
circumstances (i.e. the differences in investment style and process, the priority issues to engage
on, and available resources etc.), we believe that a more detailed Guidance and clarification by
the FSA on interpretation and implementation of the FIEA amendments, with regards to the
definition of “material proposals” and the scope of “joint shareholding”, is needed as an official
document to replace the outdated “Clarification of Legal Issues Related to the Development of
the Japan’s Stewardship Code” (published in February 2014). This would be essential in
encouraging collaborative engagement activities and ensuring the effectiveness of applying this
revised principle of the Code.

2. As referred to above, there are different forms of and approaches to investor collaboration.
Our observation is that the general perception and practices of collaborative engagement tend
to be around joint activities conducted through an investor platform (e.g. global investors
initiatives, networks and associations etc.). From our extensive engagement experiences,
however, we recognise that having individual and private dialogues with investee companies can
often lead to constructive and in-depth discussions. It also helps foster a mutual understanding
and trust in the engagement process towards influencing companies, particularly on certain key
issues such as their capital allocation strategy and practices. On such occasions, when an
escalation step for the engagement is required, we believe that bilateral discussions and
exchange of thoughts directly with other major shareholders would likely be more effective in
achieving positive changes in the company. Therefore, we think the Code should explicitly
acknowledge such bilateral engagement with other investors as a legitimate and useful approach
to collaborative engagement activities. We would also expect the additional FSA Guidance (as

into account international trends.

We will update the Document in accordance with the
Amendment and the amendment to the cabinet order and
the cabinet office ordinances related to the Amendment.
Going forward, we will continue our efforts to clarify the
interpretation while taking their implementation into
consideration.

Also, Guidance 7-3 clarifies “[e]xchanging views with
other investors and having a forum for the purpose may
help institutional investors conduct better engagement
with investee companies and make better judgments.”
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mentioned above in Point 1) to be helpful in facilitating such bilateral discussions among
investors.

88

AB/ANTIAANEESN TS (6 FEMBERIMEIEFRECRIBS - NERSES
DARIZTONT] DHFES B30 NRARLTEEZERETAFEZITOEEZEMELLGNT
&1 R IBERDEFIDITECLDERTHASC &I ZHEETDHICE. ThoZAEEL -
EAETEREICHATSIOHATREY 50H., WIS DEHICEZAT 50T H FTERE
DITECENL THIE SN DD EREICTRETRILBLDEEZFT,

89

L. HEREREOBBIIEETHILEBHLTEY ., READE L ZTOREDELKEMN
BERIZDOENDEFRMEXIFEFTRLTLET, LM LEA S, EFTA 2025 F 3 A 14 Bt
TRARLI, REREREZICEBTAEERBFRI VAT« - TUNT 4« THEIORAFRIZET
HHMETDOREE (LUT IKHREE] EVLWVWET,) IT&Y ., AHETED BN ELHON D L&
SLTWWEYT, £F2T, HttiE, 202554 B 13 BT, AREE~DBSEZXPITIERE
FEBTICIRHLEL:,

BARMIZIE, W LTEREBENEHE (RIEZCHIZEIRERFVNI IS T4 - TYNT 1
) OAVIRIDL I VERETIHIHRERN. tOBREREARLTI VS —D AL METS
BEIZIE, ARERD FEELRRETE] OBNEINDIEZTNLHL LMD, tMDFRER
EOBBI U —D AV REEZDESITHBEBILTVET, ChickY., EHOERER
NER LTIV =P AV R ETOTOVENZEMDD LT, BERFEI VAT« - TUN
T4 TIZRBBEHODBERNER LTIV =D AV R ETO2>TWWSEDEH TSN, £RF
FE LA INGEICIE. REREREZEDREDEETHD S5%ITHET HEREENHY F
T, BLRDBREHROTTEHL TLSEHRDRERD. HBEERNSERL TN (HT, £ED
BaATESRMICERIN: TEW OFEZEHICAREENELEINEETET S LIEFT
HETT, LI=A2 T, 84 — 5 TIRESNTWA LS BIRBEIToI-MHER. LURERDHES
BERZHARABREELALIRETHLELENTIRL., FHITEXRER/ONSAREELADH S
CEEBEBLTULWETD,

FROEEY ., ARETEE, HERERMOB@BZEINHEI L, EEQI—RL—b - HNFY
ADBIEICET HHMEDEHEFNHT2EDEEZFTT, KEFRARESEHEZIIODL\THLE
NOEONEBEICITIR FEBEAINDE I END, BEEDI VS-S AV M EELEE
MERETHHIRRT HLITHEYET, Thid. ELDBAE. TOLS5LGEERETHDEIC
EOTIERETY, LMLEAL, COLIHFERIE. 10 FLULEIZTHIz5a—FKRL— b - AN
FURBREDEREZWIT. AF1T—FYy T - a—KOBMETFTTEL, LYLLEKTO
BEOBMICERT A EICHEYET, D Ed, B84 —512BL T, 20K S HiHEIE.

2025 £ 3 A 14 BIAK LT- 556 F&FEMREEI
EFUEICERIBT - NERSESF] ONRICEL. 5%
WEEDNTYyyair M FEETHEALE-IERICH
THEERMTOEZAIF, ATV w40 bORER
FIIRITDH TERMTOZEZA] WMIZBEVLWTERLLET,

SRUTIZ. 2014 £E2 AICTARRAF2T— Ky T-
A—FREZHEFALZMNRRAIRDIBZZAFOERE] (U
T IRAXE)D Z8KRL. RERABRSHEICE TS [H
RREE] (RUOAFBEMFIEICESTS MFABEERED
(SR T HMTDONT., FEROBAELZR > TLWEY,
oLttt BELBEREDEVILEREDRED -5
21X, B LHABERIIBREASABE L DIEREAH o=
Ehn, BNEDOBRAFLHEFTA T, FH6FEREM
BEEFREICE T THEREE] OHEZHAELET
SHEREZITo>TEYFEY,

S#&. ARERVERECHRDIBT - NEFSHHRIE
EHFAT. AXEZLEHI 5EH. SROERREZE
BFA T, 5lESkHSHEROBELIZE I TREICE Y
ATEVWYFET,

- 37 -




| BB D DEMERICEL L TRESNIRENH D EEETT S L EMEBENELES, |

f2—2. BEBERNMGBI S —DAD REASICEHE>TBEIREREH LN, HHESICTTZTDER,

90

(MR ERSRB T O — DA FETSICHEH>TEETARER] L LTI, ICGN
Global Stewardship Principles 3.7 Collaborative engagement (Billi 1) [ZEE&E S B3Em L5
2. TUT—DAV MREEENDL D, HET HRERDEHE. BHORNREEZSTERER
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;¥ 1. Investors may consider collaborating with other investors to engage with companies
and issuers on specific issues, as appropriate. Investors should disclose collaborations
undertaken, engagement objectives, time frames, key engagement milestones, and outcomes,
as appropriate. Investors should respect ‘acting in concert’ and market abuse regulations,
confidentiality, client interest, and ensure that voting decisions are made individually.
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Stewardship is an essential strategy for investors to influence real economy actors and assets
to achieve financial objectives and sustainability outcomes. Collaborative engagements are an
especially relevant form of stewardship when addressing system-level risks.

Itis a fundamental aspect of an investor’s fiduciary duty to preserve and create long-term value
on behalf of beneficiaries. Addressing system-level risks is compatible with fiduciary duty,
especially for universal owners and long-term investors because system-level risks can affect
the financial performance of the market as a whole.

We support enhanced accountability and transparency for stewardship activities and
alignment of incentives and responsibilities across the investment chain to strengthen the
enabling environment for effective stewardship. It is important to be careful with communication
to ensure transparency and alignment of interests when conducting collaborative engagements.
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We appreciate your valuable input.

In light of your opinions, we will continue to promote the
effective implementation of stewardship activities, for
example by collecting and disseminating good practices.
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Collaborative engagement requires careful planning between investors but can play a pivotal
role through bringing together the views of both international and domestic investors to help
unlock shareholder value.
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However positive outcomes require planning and coordination as we follow in our Working
Groups. We have highlighted below some of our recommendations for good practice in
collaborative engagement, based on our experience in coordinating investors stewardship
activity.

From our experience, below are recommendations for successful collaborative engagements:

Investors

» Have preparatory calls ahead of the meeting for comprehensive planning: allocate sub-group
members to individual topics for the meeting

* Focus on key issues for company engagement (pre-determine speakers and focus questions
for the meeting rather than laundry-list approach)

» Facilitate collaborative engagement that includes voices outside of Japan and
recommendations in line with global best practices

» Two-way conversation for all meetings: allocate time at end of discussion for companies to
ask questions

» Have sequential meetings with managers, directors over a period of 2-3 years

* Meet the company in-person at least once a year to build trust with the company

* Respect Acting in Concert rules and make sure to provide agenda of potential discussion
topics that make this clear

* No one member to dictate the narrative, discuss investors’ common priority areas before the
call with the corporate

 Set short term and mid term KPIs for the engagement process and update after each
engagement meeting

Corporates

* Encourage having more company officials hear the view of investor members; ensure
investor concerns are discussed at the board level for effective implementation

« Align targets with investor dialogues and not just box-ticking; awareness of financial terms
including valuations, ROE, cost of capital through director and key management personnel
training

* Disclosures and transparency on recognized areas for improvement, including transparency
on board evaluations

(Fr-EfAZ. SIEHMERLTEVNYEY,

We appreciate your valuable input.

In light of your opinions, we will continue to promote the
effective implementation of stewardship activities, for
example by collecting and disseminating good practices.
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Relevant rules and regulations that need to be followed in process of collaborative
engagement:

+ Compliance with Competition Law: Attendees must adhere to competition laws and avoid

agreements or practices that prevent, restrict, or distort competition.

* Prohibition on sensitive information exchange: Attendees must not disclose or exchange
strategic or competition-sensitive information about their businesses, such as pricing, volumes,
costs, customer or supplier details, business strategies, or investment plans.

» Avoid coordination: Attendees must not coordinate views or actions that could restrict
competition or result in concerted action between members or investment companies.

« Information exchange caution: Any inadvertent exchanges of information that could breach
competition law must be avoided.

 Legal compliance: Participation in meetings requires full compliance with competition law.
Attendees subject to legal or regulatory regimes must ensure they comply with their obligations,
including public disclosure requirements.

* No financial, legal or investment advice: Our inputs do not include financial, legal or
investment advice.
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We welcome the greater emphasis on collaborative engagement of the proposal. We highly
value shareholder collaboration as an engagement strategy to support dialogue with our
investees in the most time- and cost-effective manner. We view collaborative engagement as an
important lever to access specialist knowledge on specific themes, regulation and market
practice. It is a tool for escalation when required, if our concerns haven’t been acknowledged
through direct engagement.

We believe that the decision on engagement strategy and discussion topics should be based
on the contribution to sustainable growth of investee companies. It is our view that collaborative
initiatives should be prioritised based on the materiality on a company’s long-term value creation.

We also believe that a key part of any engagement process is to keep this objective in mind
throughout and to measure progress against the objective over time. Clear and realistic
milestones can be beneficial for both investors and companies. Further, we consider monitoring
progress and engagement outcomes fundamental to assess the effectiveness of stewardship
actions. We consider the setting of a clear escalation strategy in case of engagement failure also
a relevant aspect of the process.

We suggest that the panel consider including these aspects in future revision of the Code.
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We appreciate your valuable input.

In light of your opinions, we will continue to promote the
effective implementation of stewardship activities, for
example by collecting and disseminating good practices.
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104 We support the streamlining of the Code which clarifies the guidance and helps increase | HETDBEIZCBRWN:=EEHYMNES TENFET,
investors’ focus on stewardship matters that are not already standard market practice. We appreciate your support for the revision.

105 On streamlining the Code by removing, consolidating and simplifying parts that have
permeated stewardship practices since the Code's development and revision, we agree and
appreciate the effort. This approach will make the Code more principles-based and easier to
follow, promoting better stewardship practices.

106 We support the proposed changes in streamlining the Code, as we do not think the changes
would significantly undermine the application of the principles outlined in the revised Code.

107 We believe that the proposed streamlining of the Code is appropriate.

108 We support the streamlining of the code, provided this will lead to greater clarity and
effectiveness.

We supported the streamlining of the UK Stewardship Code in the 2025 revision in order to
avoid placing onerous reporting burdens on investors who have signed up to the Stewardship
Code.

Although the context is different, our views on distinguishing between baseline expectations
and advanced expectations to encourage progression appropriate to a signatory’s size and
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capacity could be relevant in Japan’s case as well.

109 We welcome the proposed changes in the language and structure intended to simplify and
consolidate the Code. We believe that the revised structure will make the recommendations
easier to read and understand.

110 We are supportive of the clarifications to expectations around conflicts management and CERBYNES TETVET,
disclosure of conflicts of interest policies. Thank you for your opinion.

111 In principle we support efforts to streamline and simplify the Code, noting that the number of | ETICZBRWV=-FEHYMNES TTNET,
footnotes has been reduced by around 25% and that the three-year period for review has been |  SHEDHETIE. FKE - RETEH O —EHEIZBE LE
removed, making the Code more dynamic and ensuring its evolution to reflect current practices | D ZEHIEAFEFREZHIRR - 4 - BEIET 54
and requirements. E. RAYLE/T) o TNIEER>TWNVSHDTT,

i) In particular, we support the addition of Footnote 4 which references the fiduciary duties of | £ o2& % . HIfR - #i& - BEIE SN E=ERRIZ DLW TZ DR
asset owners through the “Asset Owner Principles” and the deletion of Footnote 8 and Footnote | ENEBMMNEESIND LD TIEH Y FH A,
19 regarding stewardship policies that may differ between asset owners and asset managers.
i) We recommend Footnote 18 should be retained as in many situations, investment managers We appreciate your support for the revision.
may engage initially with investee companies before selecting those with which to have in-depth The revision aims to streamline the Code by removing,
dialogues, given the size and diversity of their portfolios. consolidating and simplifying the parts that have become
integral to stewardship practices since the Code was
initially developed and revised. It should be noted,
however, that the removal, consolidation, or simplification
does not imply that such parts are no longer important.
112 Footnote 8 should be retained or the concept should be incorporated in the text of Principle 1- | $#8DRETIE. FE - ETHEN L —FEHBNZBELE

2. Same comment applies to footnote 19.

Reason: Footnote 8 provides important clarification that the policy of each “institutional
investor” on its stewardship responsibilities (a “Policy”) who adopts the Stewardship Code (the
“Code”) can vary from institutional investor to institutional investor, reflecting the role and
business (including the investment strategy/purpose) of the particular institutional investor, along
with the explicit recognition that roles and businesses of asset managers and those of asset
owners are different within the investment chain. Removal of such important clarification appears
to indicate that the Code provides less flexibility with regard to the nature or investment
strategy/purpose of a particular institutional investors, which would discourage new institutional
investors from accepting the Code.
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BRTHIIE) BEIZLE>THRRIZERYEBET,

The revision aims to streamline the Code by removing,
consolidating and simplifying the parts that have become
integral to stewardship practices since the Code was
initially developed and revised. It should be noted,
however, that the removal, consolidation, or simplification
does not imply that such parts are no longer important.

The Code adopts a principles-based approach,
expecting institutional investors to fulfil their stewardship
responsibiliies with an emphasis on substance. As
Preamble 7 of the revised Code states, how to implement
the Code would vary depending on the size of institutional
investors and the asset management policies (e.g., long-

113

We appreciate the FSA's efforts to streamline various aspects of the Code to reflect emerging
market expectation and local regulation. While we have no substantive concerns, we offer the
following feedback:

Principle 1
We support this principle. We provide regular disclose of its Investment Stewardship program

and proxy voting policies and outcomes to give our fund investors, portfolio companies and other
key stakeholders an understanding of the activities conducted on behalf of the funds.

Principle 2

We support the rewording of Guidance 2-2 as well as the merger of Original Guidance 2-4 and
Guidance 7-2, as stated in our Conflicts of Interest Policy.

Principle 3

We note that the FSA has not proposed any change to Guidance 3-1, which states that
institutional investors shall "fulfil their stewardship responsibility with the aim of enhancing the
medium-to long-term corporate value and capital efficiency and supporting the sustainable
growth of the companies." However, we would reiterate that investors have different mandates,

term investment or short-term investment, active
management or passive management).
CERBYNES TEWVET,
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including capital efficiency decisions, which we believe should be made by company boards and
management teams. Nonetheless, as part of our stewardship responsibility, we work to
understand how boards oversee the related risk factors that are material to the investee
companies, including but not limited to capital efficiency related risks.

Principle 4

Under the re-numbered Guidance 4-7, while we understand the sentiment that "shareholders
should be treated equally in handling undisclosed material facts" and that the types of dialogue
conducted will inevitably vary depending on the investor's specific investment strategies or fund
mandates, we would emphasise that for certain investors, constructive dialogue does not involve
the receipt of undisclosed material facts. Instead, we look to companies to disclose timely
information related to material risks specific to their company to enable the market to accurately
price the information into each security.

Principle 5

We provide regular disclosure of its Investment Stewardship program and proxy voting policies
and outcome to give our fund investors, portfolio companies and other key stakeholders an
understanding of the activities conducted on behalf of the funds.

We note Guidance 5-4 “When institutional investors use the service of proxy advisors, it is
important that they use the service based on an understanding of the voting recommendation
process, including the human and operational resources of the advisors. They should not
mechanically depend on the advisors’ recommendations but should exercise their voting rights
at their own responsibility and judgment based on the results of the monitoring of the investee
companies and dialogue with them. When disclosing their voting activities, institutional investors
using the service of proxy advisors should publicly disclose the name of advisor and how they
utilize the service in making voting judgments specifically.”

We support transparency regarding research processes. As we have disclosed in our
document, proxy voting platform services provided by several proxy advisory firms are an input
to our research process. Importantly, the date from these third-party providers serves as only
one of many inputs into our Investment Stewardship’s research and voting processed. We
believe that this disclosure is important and sufficient, and that naming specific proxy advisors is
and should not be required. This perspective is in line with regulation in other markets in which
We invest.

Principle 6

THRRIZEGYRFEYS,
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Thank you for your opinion.

Principle 3

In this Code, “stewardship responsibilities” refers to the
responsibilities of institutional investors to enhance the
medium- to long-term investment return for their clients
and beneficiaries (including ultimate beneficiaries) by
improving and fostering the investee companies’
corporate value and sustainable growth through
constructive engagement, or purposeful dialogue, based
on in-depth knowledge of the companies and their
business environment and consideration of sustainability
consistent with their investment management strategies.
The Code adopts a principles-based approach, expecting
institutional investors to fulfil their stewardship
responsibilities with an emphasis on substance. How to
implement the Code would vary depending on the size of
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Our Investment Stewardship provides quarterly and annual reporting of voting and
engagement activities conducted on behalf of the funds. It also discloses perspectives on
governance topics on an ongoing basis so that our investors, portfolio companies and other
interested stakeholders understand our perspectives and approach.

Principle 7

We note Guidance 7-4 “Institutional investors should endeavor to improve their policies based
on the Code and the quality of their stewardship activities by reviewing at an appropriate timing
the status of their implementation of each principle, including guidance. In particular, asset
managers should regularly conduct self-evaluations with respect to the status of their
implementation of each principle, including guidance, disclose the results toward continued
improvement of their governance structures, conflicts of interest management, and stewardship
activities, etc., and disclose such results together with the results of their stewardship activities
including dialogue with companies®. In doing so, asset managers should be conscious that
these are consistent with their investment management strategies and lead to the medium- to
long-term increase of corporate value and the sustainable growth of companies.”

Our preference would be for it to be reworded such that “Asset managers should regularly
evaluate their implementation of the principles and disclose the ways in which they continually
improve their governance structures, conflicts of interest management, and stewardship
activities, etc., and disclose such results together with the results of their stewardship activities
including dialogue with companies.”

institutional investors and the asset management policies
(e.g., long-term investment or short-term investment,
active management or passive management).

Principle 5
The Code adopts a “comply or explain” (comply with the

principles or explain why they are not complied with)
approach. If an institutional investor finds that some of the
principles of the Code are not suitable for it, the investor
can choose not to comply with them by explaining a
sufficient reason. Guidance 5-4 is provided in
consideration of the significance of proxy advisors’
recommendations for voting decisions of institutional
investors. The Code signatories should explain the reason
if they choose not to disclose the name of proxy advisor
they use.

IV Z0fth

4. EEEDIEFN. KETENHETHBICHT 2ERRVEDER,
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CERBYNES TEVET,
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We commend the FSA and the Expert Panel on the Stewardship Code for regularly reviewing
the Code and for seeking continuous improvement through public consultation. We strongly
support these ongoing efforts as they align with our shared goal to enhance Japan’s standing as
a preeminent global financial center.

The Stewardship Code plays a critical role in ensuring that institutional investors engage

ERTRURFaT— Ry T - a—RICET2FH
SBEORMEAICTERWEEHYNES TETVE
ERS

We appreciate your support for the initiatives by the
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constructively with the companies in which they invest.

We appreciate the ongoing work to continuously evaluate and update the Stewardship Code,
which will further strengthen Japan’s corporate governance environment and contribute to the
sustained growth of its economy.

FSA and the Expert Panel.

116 We recognise that the Japan Stewardship Code emphasises capital management and CERBYNES TETNET,
allocation at the individual company level. Thank you for your opinion.
However, we also believe that stewardship from a Universal Owner perspective, which
considers market-wide impacts, is an important and valuable approach that can deliver benefits
to individual companies, the broader market, and long-term asset owners.
117 MEELELE] ITE. JU—FEEFENSZEFHETARE, WETO— FRIX 6 IZEEED EB Y. Ro—FiE. &K
BRICEELTI Y= FEANFOROBENENRTEY . MY BEADEBLEET S, I, BERERNBAROLERAITREZITIHEE
DHEICEVWTWETA, Ko—FOFEEICEBITS TRF
17— FOyTEE OFTICETHRYICENT,
DEEICREZTIHBEICHERT S EAARETT .
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NS, COA—FOZRANICEE T 2EEREEXZVERDNS, FHI03—FKOES54 T | . €8T E LTI, 5IEHESE. KAa— FIZE D HED
)OO TN BBETEDREBO BB ENTZTOEMENH >F2Oh. I—HRL—bH | FEKROHER., XFa27—F2y TEEHORMEEL D
NFUR - A= REHITHREITARETH D, EIMREEENCENEL LTHETOERZR | & - £BEEZMRITITHLELZREL T, HBTRERICEK
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RLTEWVWYFET,
119 We have been encouraged by the progress made by Japanese companies in terms of | BELGLZERELTERYET,

corporate governance over the past several years, and are grateful for the efforts and leadership
of the TSE and FSA on these matters. The effective implementation of the revised Stewardship
Code will also require support from continuous governance reform and change of management
mindset. The Code has emphasised that investors’ stewardship activities should contribute to
“achieving sustainable growth and increasing corporate value” of investee companies. As the
wording of “corporate value” appears rather vague and open to differing interpretation and
understanding, we think that an emphasis on shareholder value creation over the long-term in
the Code would provide helpful clarification. By way of precedent we note that, in the UK
Stewardship Code, stewardship is clearly defined as “the responsible allocation, management

AIO—FIZBVWT, RFaT7—Foy THEET MEE
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and oversight of capital to create long-term sustainable value for clients and beneficiaries”.

We appreciate your valuable input.

In this Code, “stewardship responsibilities” refers to the
responsibilities of institutional investors to enhance the
medium- to long-term investment return for their clients
and beneficiaries (including ultimate beneficiaries) by
improving and fostering the investee companies’
corporate value and sustainable growth through
constructive engagement, or purposeful dialogue, based
on in-depth knowledge of the companies and their
business environment and consideration of sustainability
consistent with their investment management strategies.
Therefore, the responsibilities clearly include the
enhancement of the mid- to long- term investment return
for their clients and beneficiaries.

120 FHERBEIRRAICETLEBROREICLD L, THERICOEFFLTHERAKIC/NT | TBERHYNES TEVFET,
P aAA D MIFLEWEERTI WAENDI L, BHEBRBICTHEBINALEBY LE)R | Ka—FONTY v 34 FEOBETE. HEERD
X 0% BENEARERNMRAL TV SRR EHEL., SNERER - SAE#EICE 5] 7 | RETI— FEIVWITHEBEARE - RETRBICARSINT
EHELTHLOADEMTEEELEZDDT. NTY vy a4 MEERRAERRIESNE | BYET,
BIZIE BRI Z SRR LY,

121 We advocate that all FSA consultations be made available in English to support accessibility Thank you for your opinion.
and effective engagement with international institutional investors. We are encouraged by the The draft revision to the Code for public consultation, as
following news article published in Nikkei on March 31, 2025 proposing that the Tokyo Exchange | well as the final version of the revised Code, are publicly
mandate English disclosure to lure overseas investors - Nikkei Asia and hope that this practice | disclosed in both Japanese and English simultaneously.
will also be adopted by regulators.

122 | - We recommend that the Code encourages investors to engage with independent directors and CERHYNES TETVFET,

report on these meetings and the topics discussed at a high level. The increase in number of
independent directors is a core component of the ongoing corporate governance reform in
Japan. It is important for investors to engage with these directors to develop a deeper
understanding of the effectiveness of the boards of investee companies.

* The Code could include a point that institutional investors should consider engaging on
corporate governance and corporate disclosure policies and standards as these impact all listed

WETa— FiE 13 (FEERRMUE 10) (2 T(ATEY) EHDH
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companies across the jurisdiction. This can be an effective way to address systemic or market
level issues that support the fulfilment of stewardship responsibilities.

* The Code could also include the recommendation, from the background note to the
consultation, that the comply or explain approach is reaffirmed by clients and beneficiaries of
signatories to the Code. This will drive accountability on the part of signatories given the Code is
not a legally binding regulation.

9,

MEOABIE., REEATLEDRRFICKY., HELED
E(TLICERYBDIEDEZEZAONETH, EHI—3
[EXEEDRHRE G DHIBETREFED 1 D& LTHNT
DRAEHELTULET,

S, KRO—FOZAN - FEfEICH->TlE. D T3
VISA AT ITHORTLA V] OFEOBEMN, O—
FOELBETHIHEREREDH LG LT, BE - F
BEICHO-OTERBINDIILENEETHY . &7t
THZDORMIBHTENY FT,

Thank you for your opinion.

Note 10 of the English version of the revised Code (note
13 in Japanese) states it is considered beneficial that
institutional investors have dialogue with non-executive
officers (including independent outside directors and
kansayaku (audit and supervisory board members)) of the
company.” It may be preferable for institutional investors
to include dialogue with independent outside directors, as
necessary, in their reports on the implementation of the
Principles or the outcomes of their stewardship activities.

Topics of dialogue should vary depending on each
investee company, taking into account the specific
circumstances of each one. Guidance 3-3 includes
“governance” as one of the matters to be covered in
dialogue between institutional investors and investee
companies.

Going forward, when signatories accept and implement
the revised Code, it will be important for the "comply or
explain" approach to be reaffirmed not only by institutional
investors, who are signatories to the Code, but also by
their clients and beneficiaries. We will also continue our
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efforts to disseminate the purpose of the approach.

123

We believe the primary function of the Board is to ensure a company prospers and grows in
the long term. Boards should be equipped with adequate skills to deal with crisis and guide the
management as well as communicate to investors effectively.

Principle 5 of Japan’s Corporate Governance Code (2021) states: During such dialogue,
senior management and directors, including outside directors, should listen to the views of
shareholders and pay due attention to their interests and concerns, clearly explain business
policies to shareholders in an understandable manner so as to gain their support, and work for
developing a balanced understanding of the positions of shareholders and other stakeholders
and acting accordingly.

In order to strengthen constructive dialogue between shareholders and the Board and
especially with independent directors, we would recommend the inclusion of an additional clause
in the Draft Revision of the Stewardship code under Principle 4. Our recommendation is to add
clause 4.8:

“Where relevant, institutional investors should seek to meet with board members, and in
particular with designated independent directors, to have a better understanding of how the
boards of investee companies function.”

This is referenced at Footnote 14, and we recommend including it in the Guidance as an
additional clause to stress its importance and communicate the necessity for engagement to take
place at a senior level.

Rationale: If regulators are encouraging greater and more meaningful dialogue between
corporates and investors, this should be included in both the Corporate Governance Code as
well as the Stewardship Code. If the stewardship reports also indicate the number of meetings
with independent directors and topics discussed, it would be a good indicator of how serious the
stewardship effort of the asset manager/ asset owner is.

BELGCERELTERYET,
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We appreciate your valuable input.

Note 10 of the English version of the revised Code (note
13 in Japanese) provides “it is considered beneficial that
institutional investors have dialogue with non-executive
officers (including independent outside directors and
kansayaku (audit and supervisory board members)) of the
company.” It may be preferable for institutional investors
to include dialogue with independent outside directors, as
necessary, in their reports on the implementation of the
Principles or the outcomes of their stewardship activities.

124
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125

Broader considerations for effective stewardship, encouraging companies to play their part:

In addition to changes aimed at investors via the stewardship code, there are also areas that
the JFSA could continue to promote with companies in order to promote effective dialogue with
companies. For example:

*Encouraging a framework and practice where feedback from engagement meetings is fed
back to the Board.

*Continuing to encourage companies to ensure that independent outside directors are
available for engagement and that those directors are actively seeking to engage with investors
on a regular basis.

*Encouraging companies to make clear links in their sustainability related financial disclosures
to materiality and strategic relevance.

HEELGICBERELTRYFET,
We appreciate your valuable input.

126

We recommend highlighting within the Code the benefits of adopting a variety of stewardship
tools, including escalation, during the engagement process. While maintaining flexibility in
implementation timing and methods, the Code should explicitly acknowledge that investors may
need to escalate their engagement approaches, particularly when companies demonstrate
prolonged unresponsiveness to initial dialogue attempts. This escalation capability serves as an
important mechanism to ensure the effectiveness of stewardship activities, though its specific
application should remain at the discretion of institutional investors based on individual
circumstances and engagement outcomes.

We also believe the Code can acknowledge the important role investors can play in identifying
and responding to systemic market risks, while recognizing that their capacity to do so varies.
While not every investor will have the resources or scale to actively address systemic risks,
consideration of these risks should be integrated into their stewardship approach where feasible.
The emphasis should be on investors developing an awareness of systemic risks and
responding proportionately to their size and capabilities, rather than prescribing specific actions
that may not be suitable for all market participants.

In 6-1, it would be welcome to highlight the requirement on investors to be responsive to their
clients' periodic reporting requests regarding stewardship activities. Rather than committing to a
standardized proactive reporting approach, managers should maintain flexibility to

BEELGCERELTERYETD,
We appreciate your valuable input.
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accommodate varying client-specific reporting requirements and templates.

127 | - Page 4, paragraph 12: We recognize that the FSA proposes to remove provisions relating to CHEREREAT. UTOEBYBELEL:,

a periodic review of the Code, which reflects the status quo where a revision was foregone over P4 para 12

the past two years. The proposed text however is not coherent, as deleting reference to a Such_improvements to the Code are supposed to
“review” from the second sentence makes the “review” referred to in the third sentence | enable institutional investors and their clients and
ambiguous. Perhaps it would be clearer if the third sentence started with “such improvements to | beneficiaries to be better versed in the stewardship
the Code are supposed to...”, as this would refer to the improvements indicated in the | responsibilities, and help the Code to become more
immediately preceding sentence. widely accepted in Japan.

- The FSA could consider including reference to the ICGN Global Stewardship Principles, for | RIX 12D &EHY . £RF & LTIL, 51EHE. EEM
example, to provide greater global alignment on the definition of stewardship. BEAROBRAFLHEEZ. AO— FORNBEOELLHE

FHH>TWLWEET,

We corrected the sentence as below in light of your
comments.

P4 para 12

Such_improvements to the Code are supposed to
enable institutional investors and their clients and
beneficiaries to be better versed in the stewardship
responsibilities, and help the Code to become more
widely accepted in Japan.

As mentioned in Preamble 12, we will continue our
efforts to improve the Code, taking into account global
trends.
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130 While the FSA has not proposed any change to the definition of “stewardship responsibilities”, BEELCERELTRYET,

in the Role of the Code section, it is stated that:

“Stewardship responsibilities refers to the responsibilities of institutional investors to
enhance the medium-to long-term investment refurn for their clients and beneficiaries
(including ultimate beneficiaries; the same shall apply hereafter) by improving and fostering
the investee companies’ corporate value and sustainable growth through constructive
engagement, or purposeful dialogue, based on in-depth knowledge of the companies and
their business environment and consideration of sustainability (medium- to long-term
sustainability including ESG factors) consistent with their investment management strategies.”
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We would like to reiterate that because the terms “sustainable growth” and “sustainability” (and
“ESG factors”) are not currently defined in the Code, these terms shall be subject to each
investor’s own interpretation and their use could lead to confusion or misunderstanding.

As stewards of passively managed equity index funds, we believe effective stewardship should
enhance long-term value creation through promotion of governance best practices. We would
like to highlight that we approach risk from the perspective of what is financially material to each
investee company, and we assess material risks, including material environmental or social risks,
in the context of company’s circumstances.

We appreciate your valuable input.

The Code adopts a principles-based approach,
expecting institutional investors to fulfil their stewardship
responsibilities with an ephasis on substance. How to
implement the Code would vary depending on the size of
institutional investors and the asset management policies
(e.g., long-term investment or short-term investment,
active management or passive management).
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CERBHYNES TETVET,
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We suggest that you consider:

In para 3.3 — amending the following to sentence: “Factors may include, for example, the
investee companies’ governance, strategy, performance, capital structure, business risks and
opportunities (including risks and opportunities arising from social and environmental matters),
and-how the companies address them, and how they are linked to corporate value and financial

outcomes”.

TEOKRDIBIEL, HBEZXIRELETLEOLEMEM L
[CRIFTE=RF1IT—Roy TEFEHO—BE L LTITHhNhS
3LDTY, EETIABNED & S5 ICEMBEB 7
RIZDEADHME, HRICHEEH I3 —SITEESINTLS
LDEEZONET,

Understanding situations of investee companies is
conducted as a part of stewardship activities toward
increasing the value of investee companies. Guidance 3-
3 emphasises the importance of understanding “the
situations of investee companies” and its link to corporate
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value and financial outcomes is naturally implied in the
Guidance.
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Fair disclosure:
*We are supportive of fair disclosure requirements.

AI—FOBEICTHRWEEHYAE S TEVE
ERS

We appreciate your support for the intent of the Code.
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We support the intent of Article 8-2, ensuring that proxy advisors have adequately skilled
personnel to communicate with different stakeholders and support engagement efforts. However,
we would respectfully point out that the concentration of AGMs in Japan makes it difficult for both
investors and proxy advisors to manage their resources. We look forward to proposals from the
FSA and METI enabling AGMs to be distributed over a longer time period, potentially alleviating
service provider staffing issues.

CERBYNES TETNFET,
Thank you for your opinion.
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The Code facilitates broad applicability, flexibility, and continued enhancements

The Code has proven an effective means of enhancing the framework for investor
stewardship. The Code provides for flexibility through the “comply or explain” mechanism and
continues to achieve broader applicability to institutional investors and service providers of
different sizes.

As referenced by the FSA, the Code could be streamlined “by removing, consolidating, and
simplifying the parts that have permeated stewardship practices since the Code was developed
and revised,” allowing signatories to focus on substance rather than form. As also acknowledged
in the proposed revision, “further detailed requirements, if introduced, may undermine the original
purpose of the ‘comply or explain’ approach and may cause corporate governance reform in
practice to lose its substance.” We support the FSA's decision to maintain a principles-based
framework in revising the Code.

Role of proxy advisory firms under the Code

We would like to note that the revision of the Code presents an opportunity to memorialize the
respective roles and responsibilities of the market participants subject to the Code. With respect
to proxy advisory firms, the Code appropriately characterizes these firms as service providers to
institutional investors. As such, We, and proxy advisory firms generally, are not in a position to
interact with companies in the same manner as investors are expected to engage with their
portfolio companies under the Code. We view this distinction as an important principle. Engaging
with companies on how they could or should improve on their corporate governance practices is
a matter for shareholders, not proxy advisory firms, to address. Indeed, as a service provider to
a wide range of institutional investor clients, we may provide different vote recommendations on
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The Code adopts a principles-based approach; a
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the same ballot item depending on the clients’ voting policy choices. By emphasizing the role
and responsibilities of proxy advisory firms as service providers, the Code helps to reinforce the
principles of independence, objectivity, and integrity of proxy research, which are of paramount
concern to institutional investors.

Independence and integrity of proxy research are paramount

With respect to the draft revisions to Principle 8-2, we would like to share some observations
and suggestions for FSA consideration.

The expectation for proxy advisory firms to rely on publicly available corporate disclosure and
focus on research accuracy is appropriate and already corresponds to our established practices.
our business model depends on factual accuracy and our record of accuracy is one of which we
are proud.

Our incentives are to ensure that our investor clients have access to accurate information;
these incentives align with those of both institutional investors and issuers alike. We have
established effective processes to identify and address factual errors. In addition, we engage in
dialogue with companies and are open to interacting with them when there are unclear points in
their published disclosures or to gain deeper insight and to check material facts relevant to our
research.

Regarding the proposal to introduce an expectation for proxy advisors to “effectively
communicate” with “stakeholders, including companies,” if this addition remains in the revised
Code, it should align with text under Principle 8-3 that states that the “exchange [of] views with
companies” should be done “upon necessity’ (emphasis ours). This coherence could be
achieved by adding “as necessary” to Principle 8-2.

In addition, it is currently unclear who would comprise “stakeholders,” which is a broad term.
Setting the expectation for proxy advisors to “develop appropriate and sufficient human and
operational resources” to communicate with a potentially wide range of interested parties could
unnecessarily expose them to multiple sources of external pressure regarding the development
of proxy research reports and vote recommendations. Moreover, for both emerging and existing
proxy research firms, the expectation to communicate “effectively” with “companies” and
“stakeholders” could be highly resource intensive and raise practical challenges during an
already compressed proxy season window. For these reasons, too, the inclusion of “as
necessary” to Principle 8-2 is, in our view, important.

principles-based approach in this context expects
institutional investors to fulfil their stewardship
responsibilities focusing on substance. The significance of
a principles-based approach is as follows: even if
principles may look abstract and broad on the surface,
they can work effectively if relevant parties confirm and
share the aim and spirit of the principles, and review their
activities against the aim and spirit, not necessarily
against the letter of the principles. In implementing the
Code, the Code signatories, including proxy advisors,
should respect such intent of the principles-based
approach.

Also, the Code adopts the “comply or explain” approach
(comply with the principles or explain why they are not
complied with). A signatory who made its intention to
accept the Code public does not have to comply with all
of the principles uniformly. However, signatories, when
they make explanation, should aim to articulate to clients
and beneficiaries the approach they chose to adopt in lieu
of the principles they have decided not to comply with.
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In general, we believe Principles 8-2 and 8-3 could be better balanced to avoid the impression
that more issuer involvement in the research process could enhance the quality of proxy
research or accuracy of vote recommendations, or altogether better align the recommendations
with investors’ best interests. While dialogue and interaction with companies, as subjects of proxy
research, can be helpful, proxy advisory firms are ultimately accountable to their institutional
investor clients, who subscribe to the services that proxy advisors provide. Investors’ confidence
in the quality and integrity of proxy research and vote recommendations depends upon the
reliability and independence of proxy advisors. Accordingly, it is important that proxy advisors are
not unnecessarily exposed to external pressures of market participants or organizations with a
vested interest in the outcome.

Investors and proxy advisors would benefit from a clearly articulated policy view embedded in
the Code that promotes the independence of proxy analyst research. Small textual changes
could easily help achieve this objective, such as the inclusions of “if’ and “could” under Principle
8-3, as proposed in the bracketed text in the following: “Upon the request from a company that
is the subject of a proxy recommendation, [if] it is considered to contribute to secure
accuracy...proxy aavisors [could] provide the company with an opportunity to confirm whether
such information is accurate, etc., and provide the submitted opinion of the company to their
clients together with the recommendation.”
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