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Subject: Draft revisions to the “Principles for Responsible Institutional Investors”
«Japan’s Stewardship Code» - To promote sustainable growth of companies through
investment and dialogue

Dear Nozaki-san

The International Corporate Governance Network (ICGN) appreciates the opportunity to
comment on the Draft revisions to the “Principles for Responsible Institutional Investors” -
Japan’s Stewardship Code.

We are grateful to the Japan Financial Services Authority for welcoming our CEO, Jen
Sisson, to contribute to this process via participation in the Council of Experts on the
revisions to the Japan Stewardship Code, and we appreciate that many of our suggestions
from the Council meetings have been taken into consideration already in this consultation
document.

Led by investors responsible for assets under management of over $90 trillion, ICGN is an
authority on global standards of corporate governance and investor stewardship.
Headquartered in London, our membership is based in more than 40 countries. ICGN’s
Global Governance Principles and Global Stewardship Principles, written from an investor
perspective, are widely used by our members in their company assessments and voting
decisions, and by regulators when developing corporate governance rules.!

We are broadly supportive of the updates to the Code, but would like to make the following
suggestions:

Identification of beneficial ownership:

o 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.

e 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

1 ICGN Global Governance Principles (2021), ICGN Global Stewardship Principles (2024)
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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.

o 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.

Collaborative engagement:

o We are supportive of the goals of the changes to paragraph 4-6.

e 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.”

o 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.

Fair disclosure:
o We are supportive of fair disclosure requirements.
Conflicts of Interest:

o We are supportive of the clarifications to expectations around conflicts management
and disclosure of conflicts of interest policies.

Other suggestions:
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”.

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:

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

e 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.

e Encouraging companies to make clear links in their sustainability related financial
disclosures to materiality and strategic relevance.
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ICGN is grateful for the opportunity to comment on these proposals and is very happy to
discuss our concerns further, we would be happy to convene a discussion of our
international institutional investor members if that would be helpful.

Thank you again for the opportunity to share our perspective. If you would like to follow up
with questions or comments, please contact policy@icgn.org.

Yours faithfully,

Jen Sisson
Chief Executive Officer, ICGN
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PROVISIONAL JAPANESE TRANSLATION:

(please note this translation has been prepared using translation software, please reach
out to policy@icgn.org for any translation queries).
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Jen Sisson
Chief Executive Officer, ICGN
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