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Minister Akazawa, Ryosei

Ministry of Economy, Trade and Industry Corporate System Division
Economic and Industrial Policy Bureau

Kasumigaseki, Chiyoda-ku

Tokyo 100-8901

Japan

17 July 2026

Dear Minister Akazawa,

Subject: Drafts of the Interpretation, Key Points and the Q&A on the
“Guidelines for Corporate Takeovers”

The International Corporate Governance Network (ICGN) welcomes the opportunity to
comment on the drafts of the Interpretation?, Key Points?, and Q&A3 on the "Guidelines for
Corporate Takeovers*" (together, the "Draft Materials"), published for public comment on 18
June 2026.

Led by investors responsible for assets under management of >US$100 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.

ICGN commented on the original Guidelines for Corporate Takeovers in 20237, and we
welcome METI's continued efforts to support their consistent understanding and application.
We believe that any update should ensure they remain firmly grounded in shareholder
interests, objective value creation, and accountability.

In line with our Global Governance Principles, we believe that shareholders should have the
right to vote on major decisions affecting their interests, including mergers, acquisitions, and
other extraordinary transactions, and anti-takeover measures such as shareholder rights
plans. We also believe that Japan's takeover guidance should reinforce shareholder primacy
by requiring objective, evidence-based assessments of acquisition proposals, maintaining
strong board accountability, and ensuring shareholders retain the ultimate decision-making
role in control transactions.

These principles inform our comments below.

" Japan Ministry of Economy, Trade and Industry (METI), Interpretation of the “Guidelines for Corporate
Takeovers” (Draft), 2026

2 Japan Ministry of Economy, Trade and Industry (METI), Key Points of the Guidelines for Corporate Takeovers
(Draft), 2026

3 Japan Ministry of Economy and Industry (METI), Q&A on the “Guidelines for Corporate Takeovers”, 2026

4 Japan Ministry of Trade and Industry (METI), “Guidelines for Corporate Takeovers”, 31 August 2023

5 International Corporate Governance Network (ICGN), ICGN Global Governance Principles, 2021

6 International Corporate Governance Network (ICGN), ICGN Global Stewardship Principles, 2024

7 International Corporate Governance Network, ICGN Letter to METI on the Draft of the Guidelines for Corporate
Takeovers, 4 August 2023
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General Comments
ICGN supports METI's intention to improve consistency in applying the Guidelines.

We support the Ministry's stated premise that the Guidelines themselves are maintained and
not revised, and that the Draft Materials are intended to support consistent understanding
rather than change the underlying text.

Investors, as shareholders, rely on a transparent process and clear standards to ensure
boards act in their interests when considering an acquisition. This makes precision in the
Key Points and Q&A particularly important. Ambiguity in how a board should weigh a bona
fide offer against a standalone alternative creates a risk that boards accept, reject, or
otherwise favour proposals in ways that do not reflect shareholders' own interests, without
shareholders having an effective means to correct that outcome after the fact.

We welcome several aspects of the Draft Materials in this spirit.

e We are pleased that the three Principles published in the Guidelines in 2023 are
quoted without amendment, including the Principle of Shareholders' Intent and the
Principle of Transparency.

e We welcome that the Q&A also preserves the Guidelines' original warning that
corporate value should not be used as a tool for management to defend itself, and
states on several occasions that shareholders ultimately decide the success or failure
of an acquisition.

e We also welcome the Q&A's definition of a bona fide offer, which discourages boards
from using procedural grounds to avoid engaging with a credible proposal, and its
recognition that a considerably higher purchase price is generally an indicator that an
acquisition will enhance corporate value.

We remain concerned, however, that parts of the Draft Materials go further than clarification
in practice, introduce new interpretive concepts not found in the 2023 Guidelines, and could
place certain bona fide acquisition proposals, and the shareholders considering them, at an
unintended disadvantage. We set out our specific concerns below.

Specific Comments

1. Testing corporate value across the whole transaction (Key Points, Section 2; Q&A,
Questions 1 and 5)

The Draft Materials test whether an acquisition succeeds by reference to the target
company's own post-acquisition corporate value. This test works differently depending on
the type of acquirer.

A strategic acquirer typically creates value through synergies that appear inside the target
company itself, such as cost savings, revenue growth, and the integration of technology and
capabilities. Because these synergies are often unavailable to financial acquirers, strategic
acquirers can frequently justify a higher price and outbid financial sponsors in a competitive
process.

A financial acquirer, including private equity investors, typically creates value through selling
non-core businesses, disposing of non-operating assets, and improving the capital structure,
realising proceeds in excess of the acquisition price. The resulting entity may be smaller, and
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may show a lower corporate value by the target company's own former measure, even
where the transaction as a whole reflects efficient capital reallocation and genuine value
creation.

Assessing only the target company's post-acquisition value therefore risks understating the
benefits of financial-sponsor transactions. We encourage MET] to clarify that the relevant
test is the value created by the transaction as a whole, including value realised through
business combination, restructuring, capital recycling, or the more efficient use of assets
under different ownership, rather than the target company's standalone value alone.

There is a further reason not to rely on the target company’s post-acquisition value alone.
The Guidelines define a desirable acquisition as one that contributes to both the
enhancement of the target company’s corporate value and the interests of shareholders. Yet
even where an acquisition is expected to increase corporate value, general shareholders
may not receive that benefit. In a full acquisition for cash consideration, they exit at the
acquisition price and receive none of the post-acquisition increase. For these shareholders,
the decisive question is not how far the acquirer can raise corporate value after completion,
but whether the price offered is sufficiently attractive compared with the value the company
could realise by continuing its business without being acquired. We therefore also ask METI
to clarify that the board should explain concretely and carefully, according to the type of
transaction, whether the consideration shareholders would receive, or the value of the
shares they would hold after the transaction, is sufficient when measured against that
alternative.

2. Discipline around non-price considerations and standalone alternatives (Key
Points, Section 1(1) and Section 4(2); Q&A, Question 3, Answers 1 and 4)

The Q&A states that a board may rely on qualitative explanations where quantification of
corporate value is difficult, without guidance on how much weight these should carry relative
to quantified analysis. Qualitative factors such as economic security, supply chain resilience,
employee impact, or an acquirer's track record may be relevant considerations, but only
where they can be linked clearly to value, risk, feasibility, or future cash flows. We encourage
MET] to state clearly that qualitative considerations relevant to corporate value should be
quantified wherever reasonably possible, and that factors which cannot be quantified should
carry correspondingly less weight.

We are also concerned that the Q&A states, for the first time, that a board has broad
discretion under the Business Judgment Rule when deciding whether to accept an
acquisition. The Guidelines were previously explicit that they were not intended to clarify
matters of directors' duty of care under the Companies Act. In our 2023 comments on the
Guidelines, ICGN stated that "the Board should consider proposals that serve the best
interests of shareholders, even if an entrenched management could be impacted." We ask
METI to confirm that this new framing does not reduce a board's practical accountability to
shareholders, and that it should be read together with the quantification standard requested
above.

The Key Points also state that boards “are expected to increase corporate value by exerting
management efforts during the normal phase, and to take steps to ensure that such increase
of corporate value is reflected in market capitalization.” If that expectation is met, a
standalone alternative may rarely present a more compelling outcome than a bona fide
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premium offer. We would ask METI to make this clear, while continuing to allow for a
standalone alternative in principle.

This expectation should extend to understanding value as well as enhancing it. The Key
Points note that normal phase efforts enable the board, on receiving a proposal, to compare
it promptly with the measures available under continued incumbent management. For
shareholders to make the equivalent comparison, as stated in point 1 above, the board must
already hold a considered view of the company’s intrinsic value, a concept the Guidelines
themselves employ in Section 2.2.1. We ask METI to clarify in Section 1 of the Key Points
that companies should also make efforts during the normal phase to understand their
intrinsic corporate value, so that boards can respond to proposals, and shareholders can
evaluate them, promptly.

We therefore ask METI to make clear that where a board recommends remaining
independent, it should explain to shareholders:

» why it believes the company is worth more than the acquisition price offered;
* how it intends to deliver that additional value;

* how success will be measured; and

» how the board will be held accountable if that value is not achieved.

We ask that METI clearly set out these expectations in the Q&A.
3. Economic security as a corporate value factor (Q&A, Question 4)

We note that Q&A Question 4 formally expands "corporate value" to include "the
management addressing economic security," illustrated by a case example in which a board
may weigh a bidder's plan to change a company's supply chain against the acquisition. This
concept does not appear in the 2023 Guidelines.

We recognise that economic security is a legitimate matter of public policy. We would,
however, ask METI to confirm that any such factor must be capable of quantified analysis
under the standard requested in point 2 above, consistent with the Q&A's own statement,
which we welcome, that corporate value should not be used as a tool for management to
defend itself.

4. Premium offers and competing proposals (Key Points, Section 5(1) and (2); Q&A,
Question 7)

We understand MET]I's position is broadly consistent with international takeover practice:
boards are not required to support the highest-priced bid in every circumstance. However,
where a credible premium proposal exists, the board should face a high burden of
explanation. If the board says the standalone plan is better, shareholders need to
understand why that value has not already been delivered and how delivery will be
measured.

We note the worked example in Q&A Question 7, in which a board supports a lower-priced
proposal on corporate value grounds, that proposal's tender offer subsequently fails, and a
higher-priced competing proposal the board did not support succeeds regardless. The Q&A
concludes that the board's original decision does not, in itself, constitute a breach of duty of
care.
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We ask METI to confirm that the quantification approach requested in point 2 above, for a
standalone alternative, should extend equally to a board's choice among competing bona
fide offers, including in circumstances similar to the Question 7 example.

5. Special committee robustness (Key Points, Section 6)

Section 6 of the Key Points discusses when a special committee is appropriate and how it
should be composed, but says little about when it should be established or how its work
should be disclosed to shareholders. By contrast, the 2023 Guidelines explicitly encouraged
companies to disclose the committee's role and involvement in negotiations.

We ask METI to reinforce, in the Key Points, that a special committee should be established
early enough to influence the outcome, should be genuinely independent of both the
acquiring party and any conflicted incumbent management, and should have sufficient time,
information, and independent advice to test management's assumptions. Where a board
rejects a credible premium offer, supports a lower-priced proposal, or proceeds with a
conflicted transaction, we also ask METI to confirm that the committee's process and
conclusions should be disclosed clearly enough for shareholders to assess whether minority
interests were properly protected.

6. Takeover response policies and countermeasures (Key Points; Q&A)

We note that the Key Points and Q&A address Chapter 5 of the Guidelines, which covers
takeover response policies and countermeasures, only in passing. In our 2023 comments on
the Guidelines, ICGN stated that such measures "can be harmful to shareholder value, so
they should only be used in exceptional and limited cases," and welcomed the Guidelines'
constraints on resolutions that exclude the voting rights of interested parties.

We ask METI to consider including substantive guidance on Chapter 5 in the Key Points and
Q&A, so that this part of the Guidelines receives the same reinforcement as the areas
already addressed.

7. Shareholder decision rights (Key Points, Section 5 and 7)

Across the Draft Materials, a board is given broad discretion to assess proposals, negotiate
improved terms, and make recommendations to shareholders.

We would ask METI to reaffirm, that shareholders retain the practical ability to decide
whether to support, reject, or tender into a control transaction on an informed basis,
consistent with Principle 2 of the Guidelines and the repeated statement in the Draft
Materials that shareholders ultimately decide the success or failure of an acquisition.

Conclusion

ICGN continues to support the three Principles published in the Guidelines in 2023. We
welcome METI's efforts to ensure they are properly understood and consistently applied,
and would be glad to discuss any of these points further.

Japan has established itself as a leader in its approach to governance and stewardship
reform, and we want to see that leadership position maintained and strengthened. We look
forward to continued dialogue and stand ready to contribute the global investor perspective
to the Ministry’s ongoing work.
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Thank you again for the opportunity to share our perspective on the Drafts of the
Interpretation, Key Points and the Q&A on the “Guidelines for Corporate Takeovers”. If you
would like to follow up with questions or comments, please contact Thomas Stables, Policy
Executive (thomas.stables@icgn.org).

Yours faithfully,
\

Ly
¢ e NI

N,

Jen Sisson
Chief Executive Officer, ICGN
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Courtesy translation - In the event of any inconsistency between the English original and the Japanese translation, the former
shall prevail.
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