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The proposal also relies heavily on “comply or
explain” mechanism which is new to Japan. This
could potentially result in an excessive use of
boilerplate in the disclosure of the application of
the code’s principles, especially when dealing
with the “explain” part. Such a development
would make the disclosure meaningless to
investors, stakeholders and regulators.

BAMRI—FOREZRIZ. BRIZESTHLL
(A TS5A AT -THRTLAVIDFEIZEH

RKEURTFELTWD, COFEIT HFIZITHIR
TLAV IDE R EH/RSBEIZENT, 3—FD
FRAZERT5EHATTIHEIC. S0 iBE

REERICOLENDAIREELN DD, TDXIT

HEDRRICEOT. HRER. BKE. HHEEB
[CEOTRRDERDENLDELDZES,

CHEEORIZONTIE., HEREROZED
EZRARZFIZHL. Aa—RARODIETRICE
WTHERDERPFERANITHONEIEALL
FO. BB LTUKIENEELEEZTLVET,

Fr=.AVTSA-FT7 - THRTLAVIDF
FEIZDWTIK, BRIZESTEREEIZEADEN
HLDTHY . FDEFRICTOVTLRAMNZR-T
IKZENBETHAEEZATLET,

VIVF—DAVMDIARE

23

There is an administrative cost associated with
adherence to the stewardship code. It is
important to note that large institutional investors
could have the resources and the administrative
capacity to apply the code. However, small
institutional investors may not have the
administrative tools or the resources to
implement active stewardship and it could be
prohibitively expensive...

FSA could possibly consider a different approach
to small institutional investors who have small
amounts under management. To make adherence
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to the code cost effective, FSA could possibly
consider different forms of participation for
different kinds of players (i.e. active — long only
asset managers versus passive; equities versus
bonds; activist asset managers; Hedge funds;
asset owners versus asset managers, etc.)
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investors to choose the focus of their monitoring.
It is important, however, that they are
encouraged to monitor a broad range of factors,
not just financial ones. Risk arises from
non-financial issues.
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We note that principle 4 is carefully worded to
‘achieve common understanding’ with investee
companies. Although we recognise that it is
extremely important to do this, and we practice
this every day, there will always be cases where
a ‘common understanding’ cannot be reached. In
this case, there should be a defined procedure to
escalate the issue, in order to resolve it more
effectively.
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Principle 4, Guidance 4.3, allows investors
discretion in disclosing details of their dialogue
with companies. It is right that corporate
engagement should generally take place on a
confidential basis if trust is to be established
between investors and companies. Investors
should therefore not routinely disclose the
content of such engagement, but it should also be
clear that the purpose of engagement is not to
enable investors to obtain private information
that gives them a market advantage.
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We are concerned that there is not stronger
requirement in the Code for Japanese investment
firms to fully disclose its voting records. We do

BARRI—FTIE, EARERICHL T, &

REQTEEREDEEMERATZERIRDT

WEWCEZREFBEIL TS, BET, 8

ARFARITENTIL, BERIFTRZRDDE.
HOTHEBRERICKDIBEBAIGTERIETH
ZEMRSEDIDTIRGLD, ELVO-BEDE

3




not find voting records being aggregated by
resolution type to be helpful disclosure.

(ftht RE3#4)

RIEQTHEEREBEDEECLICEEHBT
FAHCENERLGEATAETHALEFE DY

(AP

RiHESnf=LIATY,

D=, KO—FTIL, BRIEDITEER
[CONWT. EBEIELICEE-FIHLTARTA
SFELTLETH, JHEHED LY. BL DR
EiIRERICEWT, BRIFRET SN, B
BDRAF1T—ROyTEREZREMIZR-T
ETE2EBMISLVEHIEN DGR, £
DEIICTRETHHEEZFT

BE.EEI-FTH, EAMLGRRAZEE
LT. 23 LLEAFATERELTHELTIE
WEWEWSRBBEICLELE,

@ TN

VEARNI =D A NDLEN

29 | The principle of ‘collective engagement’ has not | aI—RQHREICIE. EMMIL S —CAVE | CHEEOESY. XRHRIHEVTL, £F
been incorporated into the suggested code. We | |-pg4 2 Ema| AEAAEN T, FhilE, | TV —SAUME, B9 LLBRDEREIC
oy e oaetr o actvely anaace on | BEERELBBEARAXBEOMBIHL | BIIRFELOTREA. Fhe, BB
common issues. This is not unique to Japan; we TEBMICHIALTI VT —DAURETICE | TTHONTULVELD TGV, EDE/RMNES
have observed this in markets such as the US, | ICIEETHAZLZ K-> TS, CDERE | vFELT=,
which has treaded carefully on the potential issue | (. B A (FIZ4HA DO ERETIEAL, XED K& HE.JiEiEDEBY . Aa—FIZIZEEK
of consortiums. SHmBTHLRALMBENRRINTEY. M | T 5 —SAVMNET 2RBIEEYAEAT

BEROEAERAEZ ZBEMERIEICOL | WERAHN, BEICHL T, MERERHS O
TEECEFESN TS, REREDERZBEITIEDLETDHDIG
EERITHEIERTHAEEZEALNDE. iBH
LTLWEY (FEE7—3),
VLRI R
30 Many investors are concerned about| - ZL DRI ERIL. BRI S —D A B AE R EZ BRI ERERE X EL

unintentionally being considered by the
company or regulators to have formed a concert
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party by discussing views on a company with
one another whilst engaging independently. It
would be appreciated if the Financial Services
Agency (FSA) would in due course publish
guidance which would provide clarification in
Japan on the issue.

* In November 2013, the European Securities

and Markets Authority (ESMA) has published a
statement on practices governed by the
Takeover Bid Directive, focusing on
shareholder cooperation relating to acting in
concert and the appointment of board
members. ..

We think that it would also be helpful if the
FSA, liaising with other regulators and
legislators in Japan, could consider developing
and providing such kind of clarification to
address concerns of institutional investors and
to help facilitate effective engagement
collaboration.
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- It is important to recognize that companies,

even more than investors, should accept
primary responsibility for seeking common
ground with investors and initiating
constructive engagement.
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- ...the draft does not specifically mention that
company boards also have responsibility for
stewardship. We would suggest that it would be
helpful to make this clear. This would
strengthen the position of investors in instances
where they wish to engage with a board that is
perhaps reluctant to have a meaningful
dialogue.

- It is perhaps beyond the strict scope of this
consultation but we consider that the existing
“Principles of Corporate Governance for Listed
Companies” published by the Tokyo Stock
Exchange in 2004 need to be reviewed and
reinforced”.
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The FSA should report annually on progress
with the code. It would also encourage investors
to adhere to the code if they were obliged by the
FSA to state publicly whether or not they apply
it as is the case with asset managers in the UK.
Asset owners who might not be subject to such a
declaration could be required to state their
expectations with regard to the code when
issuing mandates to asset managers.
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We expect the FSA collaborates with the
Ministry of Justice and the Ministry of
Economy, Trade and Industry to remove the
barriers to achieve Japan’s long-term growth.
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The Corporate Act Committee in the Ministry of
Justice discusses the reform of corporate laws
including board structure and independent
directors. The Competitiveness and Incentives
for Sustainable Growth: Building Favorable
Relationship between Companies and Investors
Project in the Ministry of Economy, Trade and
Industry discusses policies for competitiveness
of companies for sustainable growth. The
top-down governance would clearly be a strong
incentive to change activities of companies and
investors towards the long-term and integrated
thinking.
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