Translation for Reference and Convenience Purposes Onl
SECOM CO., LTD.

CORPORATE GOVERNANCE

Please note that the following is an unofficial English translation of the Japanese original text of the
Corporate Governance Report of SECOM CO., LTD., which is reported to the Tokyo Stock Exchange.
The Company provides this translation for reference and convenience purposes only and without any
warranty as to its accuracy or otherwise. In the event of any discrepancy between this translation and the
Japanese original, the latter shall prevail.

Last Update: March 4, 2021
SECOM CO., LTD.

Ichiro Ozeki,

President and Representative Director
Contact: General Affairs Department
Tel: +81-3-5775-8100

Securities Code: 9735
https://www.secom.co.jp/english/

The corporate governance of SECOM CO., LTD. (the “Company”) is described below.

I. Basic Views on Corporate Governance, Capital Structure, Corporate Profile, and Other
Basic Information

1. Basic Views

With the aim of earning the support of our customers, shareholders, suppliers, employees, local communities and
other stakeholders as a company with value that is worthy of trust, we strive to maximize corporate and
shareholder value over the medium to long term and recognize the importance of fulfilling our responsibilities as
a corporate citizen and achieving sustainable growth and development.

On the basis of the belief that establishing corporate governance is vital for materializing the aforementioned, in
line with Japan’s Corporate Governance Code and at the direction of top management, outside members of the
Board of Directors and Audit & Supervisory Board provide independent oversight of the management team’s
performance in a manner that takes into account the interest of stakeholders and ensures the appropriate execution
of business activities. We also work actively to disclose information to shareholders and other stakeholders and
strengthen our compliance framework.

Reasons for Non-compliance with the Principles of the Corporate Governance Code
The Company is in compliance with all the Principles of the Corporate Governance Code.

Disclosure Based on the Principles of the Corporate Governance Code Updated

[Principle 1.3 Basic Strategy for Capital Policy]

The Company’s basic capital policy is to maintain its shareholders’ equity at the necessary and sufficient level
for flexibly capturing the opportunities for expanding its business and investing for future growth, including
investments for research and development, as well as in strategic businesses, with a view to sustainably enhancing
its corporate value.

Such growth investing shall basically be funded by operating cash flows derived from business operations and
cash reserves, while securing a sufficient level of shareholders’ equity that warrants high credit ratings to ensure
flexible financing in the event where the Company is in need of a higher level of funding than available through
the aforementioned operating cash flows plus cash reserves.

On the basis of the recognition of shareholder return as a management priority, the Company shall also strive to
ensure a stable and sustainable distribution of profit to shareholders while making an overall evaluation on the
trend of consolidated operating performance.
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[Principle 1.4 Cross-Shareholdings?]

(1) Policy on cross-shareholdings, method for verifying the rationality of holdings, and the content of verification
of the suitability of each holding at the Board of Directors and other relevant bodies
The Company may acquire and hold stocks on the basis of a comprehensive consideration of factors including
business participation, collaboration, capital or business tie-ups, business incubation and maintenance and
expansion of transactions of its products and services. However, under its cross-shareholding policy, the
Company shall strive to reduce investment shares held for the purpose of cross-shareholding by selling such
shares, where the holdings are no longer deemed justifiable as a result of the verification as described below.
As for the verification method of cross-shareholdings, the Board of Directors of the Company shall annually
assess benefits and risks from each holding. Specifically, the Board of Directors examines the status of the
Company’s transactions with the investee and its growth as well as profitability based on its financial position
and the results of its operation, and comprehensively reviews the holding’s suitability, including the
guantitative cost-benefit analysis between investment returns and capital cost associated with the holding, the
market environment and share-price trend, and a verification of whether the holding’s purpose is in line with
the Company’s policy on cross-shareholdings, thereby evaluating whether or not to continue the holding.

(2) Policy on exercising voting rights
The Company considers the exercise of its voting rights as an important means for influencing the
management of the investee, thus enhancing its corporate value. The Company accordingly exercises voting
rights in the investee from the following perspectives that principally focus on whether the proposal
contributes to enhancing its corporate value over the medium to long term and increasing shareholder returns:
a. Voting rights shall be exercised with a view to increasing economic benefits.
b. The investee shall be managed with a view to maximizing shareholders’ interests.
c. The investee shall strive to give appropriate and timely information disclosure regarding its corporate

activities.

[Principle 1.7 Related Party Transactions]

When the Company is to be engaged in a transaction of certain significance with its related parties such as
Directors, Audit & Supervisory Board Members, or major shareholders of the Company, the transaction shall be
subject to review and resolution by the Board of Directors pursuant to the Rules of the Board of Directors.

[Principle 2.6 Roles of Corporate Pension Funds as Asset Owners]
On the basis of the understanding that the persons in charge of the corporate pension fund are required to have
the following expertise, the Company is engaged in systematic human-resources development to secure such
talents by providing career paths to people with relevant potential.

i) Basic knowledge in the areas such as accounting, financial affairs and corporate finance for asset

management
ii) Knowledge of corporate pension plans and relevant taxation
iii) Skills for negotiating and coordinating with external parties such as asset management companies

[Principle 3.1 Full Disclosure]

(1) Vision of the Company (including management philosophy), management strategies and management plans
Vision of the Company (including management philosophy), management strategies and management plans
(earnings estimates for the fiscal year under review) are found on the Company’s website and in annual and
financial reports.

The Company established the SECOM Group’s Vision for 2030 in May 2017 as its long-term corporate vision
and formulated the SECOM Group Road Map 2022 in May 2018, with a view to accelerating corporate
growth toward the attainment of Vision for 2030. For details, please refer to the following.

The SECOM Group’s Vision for 2030: https://www.secom.co.jp/english/ir/mi06_vis.html

The SECOM Group Road Map 2022: https://www.secom.co.jp/english/ir/lib/Roadmap2022e.pdf

(2) Basic views and basic policy on corporate governance
As stated in I. 1.Basic Views

1 Cross-shareholdings: Cross-shareholdings defined in Japan’s Corporate Governance Code include not only mutual
shareholdings but also unilateral ones.
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(3) Remuneration for Directors
Remuneration for Directors consists of pecuniary remuneration and stock compensation (shares with
restrictions on transfer). Outside Directors are eligible for pecuniary remuneration only.
The pecuniary remuneration of Directors is determined by consultation with the Nomination and
Compensation Committee, which is authorized by the Board of Directors, within the limit of the amount of
remuneration resolved at the Ordinary General Meeting of Shareholders. Stock compensation is determined
by discussion of the Board of Directors, taking into account deliberations by the Nomination and
Compensation Committee within the limit resolved at the Ordinary General Meeting of Shareholders set
separately from that set for pecuniary remuneration.

(4) Appointment and dismissal of management team members and nomination of candidates for Director and
Audit & Supervisory Board Member
In accordance with the policy for appointment set forth by the Board of Directors, candidates for appointment
to the Board of Directors and the Audit & Supervisory Board are decided through deliberation by the Board
of Directors.
Candidates for the Board of Directors are nominated from among candidates determined by the Board of
Directors after discussion by the Nomination and Compensation Committee, the majority of whom are
Outside Directors.
Candidates for the Audit & Supervisory Board Members are nominated with the agreement of the Audit &
Supervisory Board.
If the Board of Directors determines that a Director’s ability to engage in corporate management is
questionable, on the basis of the facts including conduct significantly compromising the Company’s corporate
value, the matter shall first be reviewed by the Nomination and Compensation Committee and, by a resolution
at the Board of Directors, be referred for a resolution for dismissal at the Ordinary General Meeting of
Shareholders.

(5) Explanation about the appointment and dismissal of management team members and nomination of
candidates for Director and Audit & Supervisory Board Member
Reasons for election of individual candidates are stated in the Notice of Convocation of the Ordinary General
Meeting of Shareholders.
For each case of a Director’s dismissal, an explanation shall be given at the Ordinary General Meeting of
Shareholders.

[Supplementary Principle 4.1.1 Scope of Delegation of Authority to the Management Team and Its Summary]
The Board of Directors of the Company has formulated the Rules of the Board of Directors, whereby resolution
of the Board of Directors is required for the following matters.

a. Matters concerning the Ordinary General Meeting of Shareholders

b. Matters concerning the personnel affairs of Directors and employees

¢. Matters concerning organization and rules

d. Matters concerning shares

e. Matters concerning funding

f. Other important business executions
For matters other than the aforementioned, authority is delegated to the President and Representative Director.

[Principle 4.9 Independence Standards for Independent Directors]

The Company appoints Independent Outside Directors on the basis of the requirements for outside directors
pursuant to the Companies Act of Japan as well as the independence standards set out by financial instruments
exchanges.

[Supplementary Principle 4.11.1 The Company’s Views on the Diversity and Size of the Board of Directors]
The Board of Directors of the Company shall comprise inside Directors with familiarity with the Company’s
business operations along with various expertise, and multiple Outside Directors with abundant insight into
corporate management, ensuring gender diversity as well as international perspective, while maintaining an
appropriate Board size that ensures substantial and fruitful deliberations and resolutions. Continuous review will
be made with a view to further promoting diversity while maintaining an appropriate Board size in order to
enhance the effectiveness of the Board of Directors.
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[Supplementary Principle 4.11.2 Disclosure of the Status of Concurrent Service of Directors and Audit &
Supervisory Board Members]

The Status of concurrent service of Directors and Audit & Supervisory Board Members are stated in the Notice
of Convocation of the Ordinary General Meeting of Shareholders.

[Supplementary Principle 4.11.3 Evaluation of the Board of Directors’ Effectiveness]
The Company conducted an evaluation of the Board of Directors’ effectiveness for enhancing its effectiveness.
A summary of the results of the analysis and evaluation by the Company is as follows:

(Evaluation process)
A questionnaire survey was conducted at the Board of Directors meeting held in January 2021. Its results were
summarized by the Board’s secretariat in early March 2021 and reviewed by the Board of Directors.

(Summary of findings)

[Composition of the Board of Directors, etc.]

With respect to the composition of the Board of Directors, the survey recognized opinions that the level of
diversity as well as the balance between management oversight and business execution remained adequate,
and that the Board’s size was also appropriate for active discussion and prompt decision-making. In particular,
there were opinions saying that the appointment of a new female director this fiscal year has improved
diversity in the aspect of gender, and that the ratio of outside directors has improved as well. Meanwhile,
constructive opinions were made for further diversifying the Board composition, including the promotion of
female directors from within the company.

[Operation of the Board of Directors meeting, etc.]

The Board of Directors meeting is held once every month in principle to ensure swift deliberation and
resolution on the important proposals. To allow Directors and Audit & Supervisory Board Members to make
appropriate judgments, matters of particular importance are discussed in advance at the Board of Directors
prior to resolution, while a follow-up report on the progress of those matters is made at the Board of Directors
subsequent to the resolution. There were opinions saying that Outside Directors and Outside Audit &
Supervisory Board Members were actively expressing their opinions and the atmosphere was conducive to
discussion. There were also comments saying that the explanations of various matters, including financial
reports, have improved based on the evaluation results of the previous fiscal year. Furthermore, there were
voices requesting time for free discussion for more in-depth debate as well as an opportunity to have better
communication with outside members of the Board of Directors and Audit & Supervisory Board.

[Function and other attributes of the Board of Directors]

There were opinions saying that matters discussed at the Board of Directors were adequately selected pursuant
to the Rules of the Board of Directors, while thorough debate was being held over issues such as management
policy and corporate philosophy. Meanwhile, there were constructive suggestions prompting further
development of debate from a medium- to long-term perspective on subjects including specific discussion on
business after COVID-19, changes in the business environment resulting from technological innovations as
well as a decrease in the working-age population and the risks associated therewith.

(Future initiatives)
To further enhance corporate value and realize an even more effective Board of Directors, we will continue to
promote efforts to improve the Board’s functions based on evaluations and opinions expressed.

[Supplementary Principle 4.14.2 Policies on the Training for Directors and Audit & Supervisory Board Members]
The Company provides its Directors and Audit & Supervisory Board Members with opportunities as appropriate
to acquire information about the business, finance and organization of the Company, as well as knowledge
generally required for them to fulfill their roles, including knowledge about the Companies Act. Furthermore, the
Company will provide opportunities to continuously renew such information as appropriate.
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[

Principle 5.1 Policy for Constructive Dialogue with Shareholders]

Policies on developing the framework for constructive dialogue with shareholders and on engaging in the

nitiatives for such dialogue are as follows:
The President and Representative Director is responsible for IR activities.
Department responsible for IR (IR Department) obtains necessary information from other relevant departments
and is engaged in IR activities in coordination with the departments, such as jointly organizing financial results
briefings.
Financial results briefings are hosted by the President and Representative Director at the time of publishing
full-year results as well as interim results, or any other time as appropriate, as opportunities for communicating
with investors on matters including the Company’s policies. Meanwhile, the IR manager (General Manager of
IR Department) organizes small one-on-one meetings with investors. The Company issues voluntary disclosure
documents (annual reports and shareholders’ bulletins), apart from the statutory disclosure document (annual
securities reports, business reports and financial statements), in an effort to present investors with the
Company’s basic policies, future direction, business condition, financial statements with analysis thereof and
other relevant materials.
Opinions obtained from shareholders through the dialogue are used for the purpose of reporting at various
meetings as well as feedback to each Director, the management team and departments concerned, for better
information sharing and utilization.
As part of information management, Rules for Preventing Insider Trading have been formulated to ensure
appropriate control of information by thorough compliance therewith.

Capital Structure

| Percentage of Foreign Shareholders | 30% or more

Status of Major Shareholders

Name / Company Name Ngvn\:r?:é ?;t?a[]rzgs Percentage (%)
The Master Trust Bank of Japan, Ltd. (Trust Account) 33,246,200 15.23
Japan Trustee Services Bank, Ltd. (Trust Account) 16,857,300 7.72
JP MORGAN CHASE BANK 380055 9,344,575 4.28
gggzg STREET BANK AND TRUST COMPANY 5,687,954 2 60
STATE STREET BANK WEST CLIENT-TREATY 4,367,657 500
505234
Makoto lida 4,241,788 1.94
The Nomura Trust and Banking Co., Ltd. (Trust
Account 2052088) 4,201,886 1.92
Japan Trustee Services Bank, Ltd. (Trust Account 7) 4,191,500 1.92
Japan Trustee Services Bank, Ltd. (Trust Account 5) 4,129,900 1.89
Secom Science and Technology Foundation 4,025,400 1.84
Controlling Shareholder (Except for Parent
Company)
Parent Company None

I Supplementary Explanation




Translation for Reference and Convenience Purposes Onl
SECOM CO., LTD.

CORPORATE GOVERNANCE

3. Corporate Profile

Listed Stock Market and Market Section First Section, Tokyo Stock Exchange
Fiscal Year-end March
Type of Business Services

Number of Employees (Consolidated) as of
the End of the Previous Fiscal Year

Sales (Consolidated) for the Previous Fiscal
Year

Number of Consolidated Subsidiaries as of
the End of the Previous Fiscal Year

1,000 or more

¥1 trillion or more

100 to less than 300

4. Policy on Measures to Protect Minority Shareholders in Conducting Transactions with Controlling
Shareholder

5. Other Special Circumstances Which May Have Material Impact on Corporate Governance

1. The Group is aiming to establish a Social System Industry that achieves a society that enjoys “safety, peace
of mind, comfort and convenience,” by providing primarily security services and other various services in a
combined and integrated manner. In a corporate framework to realize that objective, the Company owns listed
subsidiaries, Nohmi Bosai Ltd., Pasco Corporation and Secom Joshinetsu Co., Ltd.

Nohmi Bosai Ltd. is a subsidiary, which covers the Group’s fire protection services segment, with its primary
business domain comprising the provision of various fire protection systems such as automatic fire alarm
systems and fire extinguishing systems. Nohmi Bosai’s current status as a listed subsidiary is recognized as
most desirable, as that status, along with the company’s established history and brand value, can contribute
to maximizing the Group’s corporate value through ensuring confidence from business partners, while
securing superior talents with expertise in fire protection and other areas.

Pasco Corporation is a subsidiary, which covers the Group’s geospatial information services segment, with
its primary business domain comprising aerial surveying services and GIS (geospatial information systems).
Pasco’s current status as a listed subsidiary is recognized as most desirable, as that status, along with the
company’s established history and brand value, can contribute to maximizing the Group’s corporate value
through ensuring confidence from business partners, while securing superior talents with technological
expertise.

Secom Joshinetsu Co., Ltd. is a subsidiary with its primary business domain comprising provision of security
services in the Niigata, Gunma and Nagano regions. Secom Joshinetsu’s current status as a listed subsidiary
is recognized as most desirable, as that status, along with the company’s regional familiarity, can contribute
to maximizing the Group’s corporate value through ensuring confidence from business partners, while
securing superior talents and motivating employees.

Furthermore, the aforementioned three listed subsidiaries have appointed multiple outside directors who are
independent from the Company, whereby their independence is ensured.

2. System under which the group of enterprises consisting of the Company and subsidiaries is ensured to
properly execute its business

(1) Abiding by the Constitution of SECOM’s Business and Operation, each of the subsidiaries shares the
SECOM Group Code of Employee Conduct, which applies to all executives and employees. United by
these guidelines, the executives and employees work to accomplish the corporate goals in an appropriate
manner.

(2) In order to enhance Group synergy leading to the achievement of the business vision by the entire
SECOM Group, the Company establishes and implements the Basic Rules for SECOM Group Corporate
Management, which clarify the guidelines for the reporting of the important items, the items to be
coordinated in advance with the Company and the items to be approved by the Company.
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®3)

(4)

Q)

(6)
(")

Each of the subsidiaries carries out IT controls in conformance with the SECOM Group Information
Security Basic Policy. The Company’s IT Executive Officers conduct timely inspections covering the IT
management of major subsidiaries.

The SECOM Group Management Committee, which is chaired by the Company’s President and
Representative Director and whose members are composed of the presidents of major subsidiaries and
other parties appointed by the chairperson, works to ensure that appropriate operations are carried out. It
accomplishes this goal by conducting discussions of issues related to the Group’s internal controls in an
effort to share Group information and operating philosophy.

Where necessary, the President and Representative Director reports the results to the Board of Directors
and the Audit & Supervisory Board.

The President and Representative Director of the Company issues orders to the internal audit departments
(Internal Audit and Compliance Department and Group Governance Department) to inspect subsidiaries,
if necessary. The subsidiaries accept the inspection by the Company, and at the same time promote the
understanding and improvement of compliance-related issues by exchanging information with the
Company.

The Audit & Supervisory Board Members of the Company visit major subsidiaries and conduct audits
regarding internal controls.

The Company establishes a liaison meeting with Group Audit & Supervisory Board Members after
discussion with its Audit & Supervisory Board in an attempt to share information.
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I1. Business Management Organization and Other Corporate Governance Systems Regarding
Decision Making, Execution of Business, and Oversight in Management

1. Organizational Composition and Operation

| Structure of Organization | Company with Audit & Supervisory Board Members |
Directors
Maximum Number of Directors Stipulated in
. . 20
Acrticles of Incorporation
Term of Office Stipulated in Articles of
. 1 year
Incorporation
Chairperson of the Board President
Number of Directors 11
Appointment of Outside Directors Appointed
Number of Outside Directors 4
Number of Outside Directors Designated as 4
Independent Officers

Outside Directors’ Relationship with the Company (1)

Relationship with the Company*
a|b|c|d|e f |l g | h i j k

Name Attributes

Takaharu Hirose From Other Company

Hirobumi Kawano From Other Company

Hajime Watanabe From Other Company

Miri Hara From Other Company

* Categories for “Relationship with the Company”

* «“O” when the relationship is/was applicable to himself/herself presently or lately. “/A” if it was applicable in
the past.

*“@” when the relationship is/was applicable to his/her close relative presently or lately. ““ A if it was applicable
in the past.

a.
b.
. Executive of a fellow subsidiary company of the Company

. A party whose major client or supplier is the Company or an executive thereof

. Major client or supplier of the Company or an executive thereof

. Consultant, accountant, or legal professional who receives a large amount of monetary consideration or

DO OO0

Executive of the Company or its subsidiaries
Non-executive director or executive of a parent company of the Company

other property from the Company other than compensation as a director

. Major shareholder of the Company (or an executive of said major shareholder if the shareholder is a legal

entity)

. Executive of a client or supplier company of the Company (which does not correspond to any of d, e, or f)

(the director himself/herself only)

. Executive of a company, between which and the Company’s outside directors/outside audit & supervisory

board members are mutually appointed (the director himself/herself only)

. Executive of a company or an organization that receives a donation from the Company (the director

himself/herself only)

. Others
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Outside Directors’ Relationship with the Company (2)

Designation as

Supplementary

Name Independent Explanation of Reasons for Appointment
Officer the Relationship
Takaharu Hirose O — After launching a venture business dealing in

drink vending machines while a student, Mr.
Takaharu Hirose contributed to the development
of the industry as well as his own business
through the establishment and operation of
related industry groups. Since 2003, he has been
active in the internet research business, helping
companies to expand their  business
opportunities by utilizing internet research. The
Company elected him as Outside Director, as it
believes that he is capable of contributing to
strengthening management of the Company and
improving its corporate governance by
capitalizing on his wealth of experience and
deep insight into corporate management gained
through his career as described above.

Mr. Hirose currently serves as Chairman and
Representative Director of Monitas, Inc., which,
however, has no special interest in the Company
except for transactions involving ordinary
services provided by the Company. Thus, he is
expected neither to be questioned about his
independence between Monitas and the
Company, nor to give rise to conflicts of interest
with general shareholders of the Company,
allowing us to safely declare that he is
independent enough to express his opinions
from an objective and neutral perspective.

As aforementioned, Mr. Hirose is independent in
appearance with capabilities to fulfill his role of
effective management oversight while paying
attention to the interests of general shareholders.
Hence, the Company has designated him as
independent officer.
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Hirobumi O — Mr. Hirobumi Kawano has a career background
Kawano serving in senior positions at the Ministry of

International Trade and Industry (presently the
Ministry of Economy, Trade and Industry) as
well as Japan Oil, Gas and Metals National
Corporation, and as Outside Director of Sony
Corporation and Senior Managing Executive
Officer of JFE Steel Corporation. The Company
elected him as Outside Director, as it believes
that he is capable of contributing to
strengthening management of the Company and
improving its corporate governance by
capitalizing on his wealth of experience and
broad-based insight gained through his career as
described above.

Mr. Kawano currently serves as Outside Audit
& Supervisory Board Member of San-Ai Oil
Co., Ltd., which, however, has no special
interest in the Company except for transactions
involving ordinary services provided by the
Company. Thus, he is expected neither to be
questioned about his independence between
San-Ai Oil and the Company, nor to give rise to
conflicts of interest with general shareholders of
the Company, allowing us to safely declare that
he is independent enough to express his opinions
from an objective and neutral perspective.

As aforementioned, Mr. Kawano is independent
in appearance with capabilities to fulfill his role
of effective management oversight while paying
attention to the interests of general shareholders.
Hence, the Company has designated him as
independent officer.
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Hajime Watanabe O — The Company elected Mr. Hajime Watanabe as
Outside Director, as it believes that he is capable
of contributing to strengthening management of
the Company and improving its corporate
governance by capitalizing on his wealth of
experience and deep insight gained through his
career spanning many years in management at
Watanabe Pipe Co., Ltd.

Mr. Watanabe currently serves as President and
Representative Director of Watanabe Pipe Co.,
Ltd., which, however, has no special interest in
the Company except for transactions involving
ordinary services provided by the Company.
Thus, he is expected neither to be questioned
about his independence between Watanabe Pipe
and the Company, nor to give rise to conflicts of
interest with general shareholders of the
Company, allowing us to safely declare that he
is independent enough to express his opinions
from an objective and neutral perspective.

As aforementioned, Mr. Watanabe s
independent in appearance with capabilities to
fulfill his role of effective management
oversight while paying attention to the interests
of general shareholders. Hence, the Company
has designated him as independent officer.
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Miri Hara O — The Company elected Ms. Miri Hara as Outside
Director, as it believes that she is capable of
contributing to strengthening management of the
Company and improving its corporate
governance by capitalizing on her wealth of
experience and broad-based insight gained
through her career of many years as director of a
real estate management company, and as a tax
accountant at a tax accountant corporation
engaged in tax affairs, corporate accounting, etc.
Ms. Hara currently serves as Director of Hara
Jisho Co., Ltd. and as Representative Certified
Public Tax Accountant at Tax Corporation
Yokohama Benten Accounting, Inc. Neither
firms, however, have any special interest in the
Company except for transactions involving
ordinary services provided by the Company.
Thus, she is expected neither to be questioned
about her independence between these
companies and the Company, nor to give rise to
conflicts of interest with general shareholders of
the Company, allowing us to safely declare that
she is independent enough to express her
opinions from an objective and neutral
perspective.

As aforementioned, Ms. Hara is independent in
appearance with capabilities to fulfill her role of
effective management oversight while paying
attention to the interests of general shareholders.
Hence, the Company has designated her as
independent officer.

Voluntary Establishment of Committee(s)
Corresponding to Nomination Committee or
Remuneration Committee

Established

Committee’s Name, Composition, and Attributes of Chairperson

Committee Corresponding to
Nomination Committee

Committee Corresponding to
Remuneration Committee

Committee’s Name

Nomination and Compensation
Committee

Nomination and Compensation
Committee

All Committee Members

7

7

Full-time Members

Inside Directors

Outside Directors

Outside Experts

Other

oO|Oo|bd|w|O

oO|o|bd|w|O

Chairperson

Inside Director

Inside Director

-12 -




Translation for Reference and Convenience Purposes Onl
SECOM CO., LTD.

CORPORATE GOVERNANCE

I Supplementary Explanation

Audit & Supervisory Board Members

Establishment of Audit & Supervisory Board Established
Maximum Number of Audit & Supervisory
Board Members Stipulated in Articles of 5
Incorporation

Number of Audit & Supervisory Board
Members

Cooperation Among Audit & Supervisory Board Members, Accounting Auditors, and Internal Audit
Departments

Audit & Supervisory Board Members receive explanations from Accounting Auditors on matters such as audit
plans, key audit matters at year-end audits and audit results, while exchanging opinions with the Accounting
Auditors about their own audit methods and views. In the meantime, Audit & Supervisory Board Members attend
inspections conducted by Accounting Auditors at branch premises and major subsidiaries, providing support from
the standpoint of Audit & Supervisory Board Members, while using the results as a reference for implementing
more effective audits by Audit & Supervisory Board Members in the future.

Audit & Supervisory Board Members organize liaison meetings with the internal audit departments (Internal
Audit and Compliance Department and Group Governance Department) on a regular basis or as appropriate to
receive explanations on the progress of internal audits of the Company and its subsidiaries, while providing advice
and requesting audits, as necessary.

The results of those activities are reflected in the planning of audits by Audit & Supervisory Board Members.

Appointment of Outside Audit & Superviso .
ngrd Members P Y Appointed
Number of Outside Audit & Supervisory Board 3
Members

Number of Outside Audit & Supervisory Board 3
Members Designated as Independent Officers

Outside Audit & Supervisory Board Members’ Relationship with the Company (1)

; Relationship with the Company*
Name Attributes —T
a|/blc|d|e|f|lg|h|i]|]]j|k]]Il|m
Hideki Kato Other
Makoto Yasuda From Other Company
Setsuo Tanaka Other O

* Categories for “Relationship with the Company”
* “0O” when the relationship is/was applicable to himself/herself presently or lately. “/\” if it was applicable in
the past.
*«@” when the relationship is/was applicable to his/her close relative presently or lately. ““ A if it was applicable
in the past.
a. Executive of the Company or its subsidiary
b. Non-executive director or accounting advisor of the Company or its subsidiaries
¢. Non-executive director or executive of a parent company of the Company
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d. Audit & supervisory board member of a parent company of the Company

e. Executive of a fellow subsidiary company of the Company

f. A party whose major client or supplier is the Company or an executive thereof

g. Major client or supplier of the Company or an executive thereof

h. Consultant, accountant, or legal professional who receives a large amount of monetary consideration or
other property from the Company other than compensation as an audit & supervisory board member

i. Major shareholder of the Company (or an executive of said major shareholder if the shareholder is a legal
entity)

j. Executive of a client or supplier company of the Company (which does not correspond to any of f, g, or h)
(the audit & supervisory board member himself/herself only)

k. Executive of a company, between which and the Company’s outside directors/outside audit & supervisory
board members are mutually appointed (the audit & supervisory board member himself/herself only)

I. Executive of a company or an organization that receives a donation from the Company (the audit &
supervisory board member himself/herself only)

m. Others
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Outside Audit & Supervisory Board Members’ Relationship with the Company (2)

Designation as

Supplementary

Name Independent Explanation of Reasons for Appointment
Officer the Relationship
Hideki Kato O — The Company elected Mr. Hideki Kato as

Outside Audit & Supervisory Board Member, as
it believes that he is capable of contributing to
strengthening the audit framework of the
Company by capitalizing on his experience of
engaging in the execution of government
policies at agencies, including the Ministry of
Finance and the Secretariat of the Fair Trade
Commission, as well as implementing numerous
policy projects at Japan Initiative, a policy think
tank.

Mr. Kato currently serves as Outside Director of
SMBC Nikko Securities Inc., which, however,
has no special interest in the Company except for
transactions  involving ordinary  services
provided by the Company. While the Company
is paying membership fees amounting to less
than ¥10 million for the forum and other events
organized by Japan Initiative (an independent
non-profit policy think tank), in which Mr. Kato
serves as Representative, the Company has no
special interest in Japan Initiative except for
being one of its numerous members. In light of
the independent and non-profit nature of Japan
Initiative being a pure policy-recommending
body, Mr. Kato is expected neither to be
questioned about his independence between
Japan Initiative and the Company, nor to give
rise to conflicts of interest with general
shareholders of the Company, allowing us to
safely declare that he is independent enough to
express his opinions from an objective and
neutral perspective.

As aforementioned, Mr. Kato is independent in
appearance with capabilities to fulfill his role of
effective management oversight while paying
attention to the interests of general shareholders.
Hence, the Company has designated him as
independent officer.
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Makoto Yasuda O — The Company elected Mr. Makoto Yasuda as
Outside Audit & Supervisory Board Member, as
it believes that he is capable of contributing to
strengthening the audit framework of the
Company by capitalizing on his wealth of
experience and broad-based insight as senior
management member of global companies.

Mr. Yasuda currently serves as President and
Representative Director of Yasuda Makoto &
Co., Ltd., which, however, has no special
interest in the Company except for transactions
involving ordinary services provided by the
Company. Thus, he is expected neither to be
questioned about his independence between
Yasuda Makoto & Co., Ltd. and the Company,
nor to give rise to conflicts of interest with
general shareholders of the Company, allowing
us to safely declare that he is independent
enough to express his opinions from an objective
and neutral perspective. Mr. Yasuda served as
audit & supervisory board member and director
in a number of companies in the past, none of
which, however, has special interest in the
Company at present.

As aforementioned, Mr. Yasuda is independent
in appearance with capabilities to fulfill his role
of effective management oversight while paying
attention to the interests of general shareholders.
Hence, the Company has designated him as
independent officer.
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Setsuo Tanaka O The Company has The Company elected Mr. Setsuo Tanaka as
made donations Outside Audit & Supervisory Board Member, as
(each amounting to | it believes that he is capable of contributing to
less than ¥10 strengthening the audit framework of the
million) to two Company by capitalizing on his wealth of
public interest experience and broad-based insight gained
incorporated through his career in the senior positions at the
foundations: Japan National Police Agency, as audit & supervisory
Police Scholarship board member at a number of companies, and as
Association and Representative  Director at general/public
Japan Police interest incorporated associations.

Support Association. | Mr. Tanaka currently serves as President and

Mr. Setsuo Tanaka Representative Director of two public interest

serves as President incorporated  foundations, Japan  Police

and Representative Scholarship Association and Japan Police

Director at both Support  Association. Both, however, are

foundations. recognized as specified public service
promotion corporations significantly
contributing to the promotion of the public
interest. Thus, he is expected neither to be
questioned about his independence between
these foundations and the Company, nor to give
rise to conflicts of interest with general
shareholders of the Company, allowing us to
safely declare that he is independent enough to
express his opinions from an objective and
neutral perspective.
As aforementioned, Mr. Tanaka is independent
in appearance with capabilities to fulfill his role
of effective management oversight while paying
attention to the interests of general shareholders.
Hence, the Company has designated him as
independent officer.

Independent Officers

| Number of Independent Officers

| 7

Matters Relating to Independent Officers

All Outside Directors and Outside Audit & Supervisory Board Members who meet requirements to be an
independent officer have been designated as independent officers.

Incentives

Incentives to Directors

Status of Implementation of Measures to Grant

Performance-linked Remuneration/Other

Supplementary Explanation

Pecuniary remuneration of Directors comprises monthly remuneration and bonuses. The latter is classified as
performance-linked remuneration. Specifically, the bonus amount shall be determined based on overall
consideration of various factors, including consolidated operating profit, which is one of the Company’s key

management indicators.
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Stock compensation shall be paid in the form of shares with restrictions on transfer, with a view to incentivizing
Directors to contribute to sustainable growth of the Company’ corporate value, while further sharing mutual
interest with shareholders.

Neither performance-linked remuneration nor Stock compensation is paid to Outside Directors.

| Recipients of Stock Options |

Supplementary Explanation

Remuneration for Directors

Disclosure of individual Director’s
Remuneration

No Individual Disclosure

Supplementary Explanation

Total amount of remuneration, etc., breakdown of total remuneration amount, etc., and other information
Total amount of remuneration, etc. of Directors: ¥371 million for 10 Directors
(including ¥30 million for three Outside Directors)
Breakdown of total amount of remuneration, etc.
(1) Basic remuneration: ¥302 million
(including ¥30 million for Outside Directors)
(2) Bonus: ¥52 million
(including ¥0 for Outside Directors)
(3) Restricted stock: ¥15 million
(including ¥0 for Outside Directors)
As no Director receives consolidated remuneration amounting to ¥100 million or more, there is no specific
reference to the Directors’ remuneration in the annual securities report.

Policy on Determining Remuneration Amounts

and Calculation Methods Established

Disclosure of Policy on Determining Remuneration Amounts and Calculation Methods

Remuneration for Directors consists of pecuniary remuneration and stock compensation (shares with restrictions
on transfer). Outside Directors are eligible for pecuniary remuneration only.

The pecuniary remuneration of Directors is determined by consultation with the Nomination and Compensation
Committee, which is authorized by the Board of Directors, within the limit of the amount of remuneration
resolved at the Ordinary General Meeting of Shareholders. Stock compensation is determined by discussion of
the Board of Directors, taking into account deliberations by the Nomination and Compensation Committee within
the limit resolved at the Ordinary General Meeting of Shareholders set separately from that set for pecuniary
remuneration.

Supporting System for Outside Directors and/or Outside Audit & Supervisory Board Members

With regard to the important matters in the proposals to be submitted to the Board of Directors meeting, Outside
Directors and Outside Audit & Supervisory Board Members are presented in advance with materials and
explanation.

Meanwhile, the Office of Audit & Supervisory Board has been established under the Audit & Supervisory Board,
with three dedicated employees engaged in assisting audit work independently of Directors.
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Information about Retired President and Representative Directors, Etc.

Information about Sodanyaku or Komon, Etc. (Advisory Positions) Who Were Formerly President and
Representative Directors, Etc.

Name

Date When Former Role
Job Responsibilities Employment as President and

Title(s)/Position(s) Terms Representative

Directors, Etc. Ended

Term

Total Number of Sodanyaku or Komon, Etc.
(Advisory Positions) Who Were Formerly 0
President and Representative Directors, Etc.

Others

2. Functions of Business Execution, Auditing, Oversight, Nomination, and Remuneration Decisions

(Overview of Current Corporate Governance System)

The Board of Directors makes decisions pertaining to business execution and other corporate matters. Executive
Officers, led by the President and Representative Director, are responsible for business execution. We have
adopted an Audit & Supervisory Board System, whereby the Audit & Supervisory Board—which includes three
outside members—and the Board of Directors coordinate with the internal audit departments to audit and
supervise Directors’ and Executive Officers’ discharge of their duties. Furthermore, under this system, four
Outside Directors have been appointed for adopting external viewpoints in decision-making, while ensuring
legitimacy and objectivity in management. Details of the system are as follows:

1. Organs and organizational units within the Company concerning its business execution, audit and oversight

)

@)

Board of Directors

The Board of Directors comprises 11 Directors (including four Outside Directors), in principle a meeting
of which is held monthly with five members of the Audit & Supervisory Board (including three Outside
Audit & Supervisory Board Members) also in attendance.

The Board of Directors is responsible for deciding overall management policies and business execution
policies, as well as for monitoring the performance of duties by Directors, and strives to promote the
active exchange of opinions with the aim of ensuring effective and swift decision making.

Six out of 11 Directors are engaged in business execution. Five (one Supreme Advisor and Director and
four Outside Directors) are not.

The Company has, pursuant to Article 427, Paragraph 1 of the Companies Act, concluded a liability limit
agreement with four Outside Directors, which limits their liability for damages as prescribed in Article
423, Paragraph 1 of the Companies Act. The outline of the agreement is: a. In the event an Outside
Director becomes liable to the Company for damages arising out of his/her negligence in the performance
of duty, such liability shall not exceed the minimum liability limit set out under Article 425, Paragraph 1
of the Companies Act; and b. The aforementioned limitation of liability is allowed, insofar as the Outside
Director was performing his/her duty that gave rise to such liability in good faith without involving gross
negligence.

Executive Officers

We have adopted an executive officers system, whereby the Board of Directors is responsible for decision
making and the Executive Officers are responsible for business execution. This is intended to strengthen
field divisions while enhancing customer service systems by expediting business execution and clarifying
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®3)

(4)

()

(6)

associated responsibilities and authority.
We currently have 30 Executive Officers, six of whom are also Directors.
Audit & Supervisory Board
The Audit & Supervisory Board comprises five members, two of whom are full-time and three of whom
are outside. In principle, a meeting of the Audit & Supervisory Board is held monthly.
Individuals well-versed in our businesses and internal affairs, as well as in finance and accounting, are
appointed to serve as full-time members, while individuals who are independent of the management team,
have extensive knowledge of corporate management, legal, financial and other matters and are capable
of providing effective oversight and monitoring of the management team, are appointed to serve as
outside members.
Audit & Supervisory Board Members attend the Board of Directors meetings and other important
meetings to exchange opinions regarding matters related to overall corporate management and receive
reports on the status of execution of duty by Directors, while conducting audits focusing on discovering,
if any, violations of laws and regulations, or the Articles of Incorporation, or the facts that compromise
shareholders’ interest. Furthermore, the Audit & Supervisory Board Members conduct audits based on
audit plans across overall operations of the Company as well as its subsidiaries and affiliates.
Principal activities of the Audit & Supervisory Board in the fiscal year ended March 31, 2020
Participation in meetings of the Board of Directors: 98.18%
Participation in meetings of the Audit & Supervisory Board: 98.18%
Information sessions with directors and other executives of the parent company, subsidiaries and
affiliated companies: 77 times
Audits conducted by Audit & Supervisory Board members at remote locations: 101 locations
The Company has, pursuant to Article 427, Paragraph 1 of the Companies Act, concluded a liability limit
agreement with three Outside Audit & Supervisory Board Members, which limits their liability for
damages as prescribed in Article 423, Paragraph 1 of the Companies Act. The outline of the agreement
is: a. In the event an Outside Audit & Supervisory Board Member becomes liable to the Company for
damages arising out of his/her negligence in the performance of duty, such liability shall not exceed the
minimum liability limit set out under Article 425, Paragraph 1 of the Companies Act; and b. The
aforementioned limitation of liability is allowed, insofar as the Outside Audit & Supervisory Board
Member was performing his/her duty that gave rise to such liability in good faith without involving gross
negligence.
Accounting Auditors
The Company has concluded an audit agreement with KPMG AZSA LLC for accounting audits pursuant
to the Companies Act, as well as accounting audits pursuant to the Financial Instruments and Exchange
Act, while, however, neither KPMG AZSA LLC nor its designated engagement partners who engage in
Company audits has any specific interest in the Company.
Names of certified public accountants engaged in the audits in the fiscal year ended March 31, 2020 and
the composition of the audit engagement assistants are as follows:
« Names of certified public accountants engaged in the audits
Kiyoyuki Sakurai (engaged in audits of the Company in the last three consecutive years), Hideki
Yoshida (engaged in audits of the Company in the last seven consecutive years) and Shuji Ezawa
(engaged in audits of the Company in the last two consecutive years)
« Composition of assistants engaged in the audits: 19 certified public accountants and 21 others
(Note) Others include associate members of the Japanese Institute of Certified Public Accountants
and staff engaged in system audits.
Office of Audit & Supervisory Board
The Office of Audit & Supervisory Board has been established under the Audit & Supervisory Board,
with two or more permanent and dedicated employees familiar with business operations as well as the
internal circumstances of the Company.
Such dedicated employees assist the audit work independently of Directors, outside the normal chain of
command through the line of Directors, Executive Officers and employees.
Personnel change and evaluation of the dedicated employees shall be carried out, subject to the approval
of the Audit & Supervisory Board.
Internal audit departments
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The Company’s internal audit departments comprise the Internal Audit and Compliance Department and
Group Governance Department. The Internal Audit and Compliance Department engages in cross-
departmental inspections of the status of management and operation primarily within the Company,
checking whether business operations are properly carried out, from a viewpoint outside the line of daily
operation, while also functioning as a contact point for compliance-related consultation and
communication from the employees. The Group Governance Department, on the other hand, conducts
inspections at, provides guidance to, and exchanges information with subsidiaries, in an effort to identify
and overcome compliance-related challenges at the SECOM Group.

(7) Organizational Culture Committee
The Company has established the Organizational Culture Committee chaired by the President and
Representative Director as a permanent conference body, which reviews important matters concerning
organizational culture (including compliance-related matters), while making decisions on important
commendations and punishments.

2. Coordination between organs and organizational units

(1) Regular meetings between the President and Representative Director and Audit & Supervisory Board
Members
Audit & Supervisory Board Members hold regular (monthly) meetings with the President and
Representative Director, during which they exchange opinions on important management-related issues,
including the results of audits, to ensure common understanding.

(2) Meetings between Audit & Supervisory Board Members and Accounting Auditors
Audit & Supervisory Board Members meet regularly (six times annually) with the Accounting Auditors,
as well as additional meetings as necessary, for the purpose of exchanging opinions and information.
Audit & Supervisory Board Members receive explanations from the Accounting Auditors and exchange
opinions regarding annual audit plans and audit results*. If necessary, Audit & Supervisory Board
Members also act as witnesses during audits conducted by the Accounting Auditors at remote locations
and during audit reviews (23 times in the fiscal year ended March 31, 2020).
*Quarterly review reports and audit reports pursuant to the Companies Act, etc.

(3) Collaboration with internal audit and other departments
Audit & Supervisory Board Members hold regular (monthly) liaison meetings with the Internal Audit
and Compliance Department for receiving reports and exchanging opinions regarding the results of
internal audits. Meetings are also held as appropriate with the Group Governance Department for
receiving reports and exchanging opinions and information on the results of inspections at subsidiaries.
If necessary, to ensure the efficiency of audits, Audit & Supervisory Board Members ask the internal
audit departments to conduct investigations.

3. Reasons for Adoption of Current Corporate Governance System

The Company has appointed Outside Directors with a wealth of insights into corporate management and other
matters and established a framework that enables the Board of Directors to adopt their externally oriented and
broad-based viewpoints free from dwelling excessively on the internal circumstances of the Company and to
ensure management transparency and objectivity. Under the framework, the Company is believed to have
established an independent management-oversight function as well as a function to maintain appropriateness in
business execution.

In the meantime, the Company has appointed Audit & Supervisory Board Members (including three Outside
Audit & Supervisory Board Members for ensuring effective independence) with insights that cover management,
financial and legal matters, and established an organizational structure (including establishment of the Office of
Audit & Supervisory Board) outside the operational line of command that supports the Audit & Supervisory
Board Members, along with a framework (including regular meetings between the President and Representative
Director and the Audit & Supervisory Board Members) for promptly reflecting objective and neutral
recommendations by Audit & Supervisory Board Members on the business operation of the Company. The
Company believes that under the aforementioned regime, audits by Audit & Supervisory Board Members are
fulfilling the independent management oversight function based on consideration for all stakeholders.
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I11. Implementation of Measures for Shareholders and Other Stakeholders
1. Measures to Revitalize the General Shareholder Meeting and Facilitate the Smooth Exercise of Voting
Rights

Supplementary Explanation

Early Notification of General
Shareholder Meeting

We make it a rule to send the convocation notice around three weeks prior to
the date of the General Meeting of Shareholders.

Scheduling Annual General
Meeting to Avoid the Peak
Time

We intend to keep our current policy to hold our General Meeting of
Shareholders at a date earlier than those of the vast majority of the Japanese
companies.

Allowing the Electronic
Exercise of Voting Rights

This method has been in practice since the General Meeting held in June
2003.

Participation in Electronic
\Voting Platform and Other
Efforts to Enhance the
Environment for the Exercise
of Voting Rights by
Institutional Investors

We have participated in the electronic voting rights exercising platform for
institutional investors run by ICJ, Inc. since the General Meeting held in June
2009.

Providing Convocation Notice
in English

An English version of the convocation notice is posted on the Company’s
website, as well as the relevant website of the Tokyo Stock Exchange and ICJ,
Inc.

IR Activities

Supplementary Explanation Explanation by

Representative
Regular Investor Briefings for | The President and Representative Director holds financial
Analysts and Institutional results briefings at the time of publishing full-year results
Investors as well as interim results, or any other time as necessary,
providing opportunities for communicating with investors Yes

on matters including the Company’s policies on various
subjects.
Meanwhile, the IR manager organizes small one-on-one
meetings.

Posting of IR Materials on
Website

With a view to giving prompt, accurate and impartial
disclosure of Company information in consideration of
investors’ viewpoints, a website dedicated to the release of
IR information has been created for the purpose of posting
annual reports, financial reports, annual and quarterly
securities reports, financial results briefing material and
shareholders’ bulletins.
(https://www.secom.co.jp/english/ir/)

Furthermore, in the event of material facts, relevant
information is immediately posted on the website, apart
from public announcements.

Establishment of Department
and/or Appointment of
Manager in Charge of IR

The IR Department has been established.
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3. Measures to Ensure Due Respect for Stakeholders

Supplementary Explanation

Stipulation of Internal Rules
for Respecting the Position of
Stakeholders

To ensure trust in SECOM from customers and other stakeholders, we have
formulated the SECOM Group Code of Employee Conduct, the basic
principles and behavioral standards expected of SECOM employees. The
code requires not only compliance with laws and the spirit of the law, but
even more rigorous discipline than other statutory codes of this nature.

The SECOM Group Code of Employee Conduct defines the ideal attitude of
all SECOM Group employees, while prescribing our philosophy with respect
to compliance that serves as the basis of all SECOM business operations.
Specifically, this code of conduct clearly sets out principles and specific
behavioral standards to be followed in dealing with society, customers and
suppliers, which are thoroughly ingrained into each and every Group
employee through education and training at every opportunity.

@ SECOM’s Philosophy
https://www.secom.co.jp/english/csr/management/philosophy.html

Undertaking Environmental

Activities, CSR Activities, etc.

SECOM is fulfilling CSR (corporate social responsibility) through its
operations, under the corporate philosophy of “contributing to society
through our business activities.” With a view to remaining supported as a
company with value that is worthy of trust by all stakeholders who support
our business activities including customers, shareholders, suppliers,
employees and local communities, we recognize the importance of achieving
sustainable growth by providing solutions to societal challenges, while
endeavoring to maximize corporate and shareholder value over the medium
to long term.

As part of our effort to help stakeholders to better understand SECOM, we
have prepared a Sustainability section on the Company’ website (in Japanese
and English), as well as a PDF form of the Sustainability Report (in Japanese
only) as an annual report on this topic, in an effort to give appropriate
information disclosure.

Furthermore, as popularity is gaining momentum in ESG investment, based
on consideration for environment, society and governance, disclosure of non-
financial information is becoming increasingly important. To meet this
demand, we are posting information such as detailed ESG data and
environmental accounting of the SECOM Group as part of active
transmission of information.

Note) ESG stands for Environment, Society and Governance.

@ Sustainability section in the Company’s website:
https://www.secom.co.jp/english/csr/

@ Sustainability report (various comparison tables, ESG data)
https://www.secom.co.jp/corporate/csr/download/ (Japanese only)

This report is prepared in reference to guidelines both at home and abroad
(GRI Standards, Environmental Reporting Guidelines, TCFD, 1S026000),
along with comparison tables with reference to 17 SDGs (sustainable
development goals) as well as each guideline, for the purpose of facilitating
information retrieval and comparisons.
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Development of Policies on
Information Provision to

With respect to the Company information, a policy for accurate, impartial and
prompt disclosure has been set out and published in the form of the basic

Stakeholders policy for the timely disclosure and the disclosure policy.
@ Disclosure policy
https://www.secom.co.jp/english/ir/disclosure.html
Furthermore, we have established a framework for fulfilling our social
accountability to all stakeholders including customers,
shareholders/institutional investors, suppliers, employees, local communities
and the media, in an effort to achieve comprehensible and timely information
disclosure and transmission.

Other <Policy and measures for promoting diversity>

We are committed to promoting diversity including women’s active
participation, in the belief that it is critical for us to accept diverse human
resources and values, and to create new values on the basis of such diversity.
In April 2013, SECOM made the Declaration for Women’s Active
Participation in the Workplace to all employees, with a view to raising
awareness of employees of both genders, which was critical for realizing this
agenda. Furthermore, in June 2013, we launched a specialist unit for
promoting women’s active participation, the Council on Promoting Women’s
Participation in the Workplace, tasked with reviewing and implementing the
systems and measures necessary for accelerating women’s participation. Then
in March 2016, the Action Plan for the Promotion of Women'’s Participation
was formulated with a view to achieving the goals including the development
of work environments that ensure female employees’ participation and
increasing the number of female managers.

@ Action Plan for the Promotion of Women’s Participation, an initiative
based on the Act on Promotion of Women’s Participation and Advancement
in the Workplace
https://www.secom.co.jp/english/csr/infra/femployee/pdf/woman.pdf

In October 2017, we made the Declaration of Promoting Diversity and

Inclusions, while having staff specializing in promoting diversity and

inclusion in place in the Human Resource Department, thereby promoting the

development of a work environment in which individual employees with
diverse backgrounds in terms of gender, nationality, age, etc. are respected
and encouraged to fulfill their talent to the fullest.

Declaration of Promoting Diversity and Inclusions

» Based on an organizational culture that is built upon our corporate
philosophy and committed to maintaining order, SECOM respects the
differences of each employee and prioritizes diversity in human resources.

+ SECOM aims at becoming a company where all employees work
energetically, cheerfully and vibrantly with confidence and pride.

« SECOM continues to pursue the creation of innovative values through the
further growth of each employee and enhancing the synergy of individual
strengths.

@ Promoting diversity

https://www.secom.co.jp/english/csr/infra/femployee/workplace.html
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IV. Matters Related to the Internal Control System
1. Basic Views on Internal Control System and the Progress of System Development

Outline of the “system under which the execution of duties by Directors is ensured to comply with laws and
regulations and the Articles of Incorporation, and the system under which the Company’s business and the group
of enterprises consisting of the Company and subsidiaries is ensured to properly execute its business” (so-called
the basic policy regarding the internal control system) of the Company, which the Board of Directors’ Meeting
resolved, is as follows. (The latest revision was made on April 4, 2019.)

The Audit and Compliance Department has changed its name to the Internal Audit and Compliance Department
since April 1, 2020.

<Basic Policy Regarding Internal Control System>

1. General
This resolution manifests the basic policy regarding the internal control system of the Company to be
specifically established by the President and Representative Director based on Article 362, Paragraph 5 of the
Companies Act.
The internal control system based on this resolution shall be established urgently by Executive Officers in
charge, and shall be constantly reviewed and improved.

2. System under which the execution of duties by Directors and employees is ensured to comply with laws and
regulations and the Articles of Incorporation

Executives and employees are required to act in accordance with the SECOM Group Code of Employee

Conduct, which sets behavioral standards for the execution of duties, including compliance with laws and

regulations, and the Article of Incorporation.

The SECOM Group Code of Employee Conduct is based on the philosophy of SECOM, which we have

followed since the establishment of the business. These ethical guidelines prescribe ideals covering the official

and private affairs of all executives and employees and action standards (including the blocking relationships
with anti-social forces) to be followed in the execution of specific daily duties. As such, these guidelines
provide the basis of all actions. The compliance management system is as follows:

(1) From the start, compliance with laws and regulations and the Articles of Incorporation has been an
indispensable requirement of our business, and we have always sought to operate in strict adherence to
this spirit. Therefore, compliance is a part of the Company’s daily routines, which should not require a
system in which a specific section or manager is responsible for implementation. Each and every
employee is at the front line of promoting the code of conduct, including legal compliance. The
implementation of guidelines is carried out by the line managers of the organization. Further control is
provided by the Executive Officers in charge of departments under their control, with the President and
Representative Director providing companywide control.

(2) The Executive Officers in charge of each area are responsible for having thorough knowledge particularly
of regulations related to their duties and the relationships of such regulations with their own operations.
They are responsible for proposing responses to any revisions of laws to the President and Representative
Director. The Legal Department and other relevant departments and sections support them, providing
cross-organization coordination.

(3) Following the orders of the President and Representative Director, the Internal Audit and Compliance
Department provides cross-organizational inspection in a timely manner over the execution of duties,
indicating how to improve morale through the observance of laws and regulations and the Company’s
rules and at the same time pointing out matters that need correction. The Internal Audit and Compliance
Department will promptly report the findings of the inspection to the President and Representative
Director.

(4) When executives and employees of the Company become aware of unethical actions, they have the
obligation to report such actions to the proper superior without hesitation. A Hot Helpline is established
to facilitate direct contact with the Internal Audit and Compliance Department if corrective actions are
not taken even after reporting to superiors or it is difficult to report. Pursuant to the Basic Policy of the
SECOM Group for Compliance, the Company will keep the reported matters confidential, and promptly
take necessary investigation and appropriate measures. The reporter will suffer no disadvantage on the
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grounds of such report.

(5) The Company establishes a standing Organizational Culture Committee, chaired by the President and
Representative Director. The Organizational Culture Committee examines important organizational
culture-related issues (including compliance-related matters), which are the cornerstone of developing
and maintaining the corporate organization, and determines important official commendations and
punishments.

(6) Revisions of the SECOM Group Code of Employee Conduct and/or critical compliance-related matters
are undertaken after discussion with the Organizational Culture Committee and subject to the approval
of the Board of Directors after obtaining the opinions of the Audit & Supervisory Board Members.

(7) Basic plans and policies concerning internal controls related to financial reporting are determined and
evaluated in accordance with the standards of the Business Accounting Council.

3. System under which information regarding execution of business by Directors shall be maintained and
controlled
Information regarding the execution of duties of Directors (minutes of the Meetings of the Board of Directors
and decision-making documents), etc. shall be properly maintained, administered (including destruction)
pursuant to the rules of the Company, which will be amended upon reviewing the operating conditions if
necessary.

4. System regarding control of risk of loss and other system

(1) The Company’s approach to risk management is embedded in day-to-day business activities, with
acknowledgement that risk management itself is the Company’s business. Executive Officers in charge,
under the direction of the President and Representative Director, analyze and assess business risk and
fraud risk in the operational areas for which they are responsible, and revise established rules and manuals
as conditions change. Rules and manuals are based on risk analysis and assessment, and stipulate
preventive measures, prompt and appropriate communication and emergency preparedness when
incidents occur, daily risk monitoring and other systems.

(2) The Executive Officer in charge shall report to the President and Representative Director and the Audit
& Supervisory Board on the results of risk analysis and assessment.

(3) In order to grasp company wide risks and consider necessary measures, a Risk Committee, which is
chaired by the Director responsible for risk management, shall be convened and report as necessary to
the President and Representative Director.

(4) Any important changes of the Company’s risk control system shall be subject to the approval of the Board
of Directors after obtaining the opinions of the Audit & Supervisory Board Members.

The risks at times of large scale calamities and at ordinary times are as follows. (Risk is classified into the
following a. to f., while examples of each risk are shown in parentheses.)
o Large scale calamity
a.Large scale calamity risk (Earthquake, wind, flood, volcanic disasters, radiation leakage, etc.)

o Ordinary times (from b. to f. hereunder)

b.Compliance risk (Noncompliance with Constitution of SECOM’s Business and
Operation, SECOM Group Code of Employee Conduct, other
internal rules and guidelines, etc., risk accompanied by establishment
or changes in regulations (in the area of tax system, medical system,
etc.), breach of law, etc.)

c. System risk (Information system shut down, electronic data extinguishment, large
scale blackout, wide area circuit disturbance, ICT (information and
communication technology) related risk, etc.)

d.Service providing risk (Risk incurred when providing services (Accidents related to
security, fire alarm or equipment maintenance, etc.))

e. Administrative work and (Input error or input omission in administrative or account

accounting risk processing, estimation error for allowance, etc.)
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f. Others (Offence from outsiders (groundless rumor, calumniation, theft,
terror, etc.), risk related to M&A, risk related to new system
development, other risk related to business infrastructure (fire on the
Company’s premises, pandemic influenza, disease epidemic, etc.),
etc.)

5. System by which efficient execution of duties of Directors shall be ensured

@)

()

®3)

(4)

All Directors shall carry out the operation and execution of business on the basis of the Constitution of
SECOM’s Business and Operation so that they may share the ideas essential to the execution of the duties
such as decision making for management by the Board of Directors and decision making for the execution
of duties by the Directors.

On the basis of the preceding item, the Company, aiming to implement the execution of duties efficiently,
introduces the system of Executive Officers so that decision making and the execution of business shall
be further facilitated.

The Company develops the IT system for dissemination of notices, etc., and decision making by
managerial decision requests, and maintains the system for swiftly enabling full introduction and
implementation.

The Company will share the medium and long-term business vision, and for the purpose of the
accomplishment thereof, the Board of Directors will design an annual business plan and deliberate the
progress of the plan.

6. System under which the group of enterprises consisting of the Company and subsidiaries is ensured to
properly execute its business
6-1. System under which the execution of duties by Directors, etc. and employees of subsidiaries is ensured to
comply with laws and regulations and the Articles of Incorporation

)

2

©)

(4)

()
(6)

Abiding by the Constitution of SECOM’s Business and Operation, each of the subsidiaries shares the
SECOM Group Code of Employee Conduct, which applies to all executives and employees. United by
these guidelines, the executives and employees work to accomplish the corporate goals in an appropriate
manner.

Each of the subsidiaries carries out IT controls in conformance with the SECOM Group Information
Security Basic Policy. The Company’s IT Executive Officers conduct timely inspections covering the IT
management of major subsidiaries.

The SECOM Group Management Committee, which is chaired by the Company’s President and
Representative Director and whose members are composed of the presidents of major subsidiaries and
other parties appointed by the chairperson, works to ensure that appropriate operations are carried out. It
accomplishes this goal by conducting discussions of issues related to the Group’s internal controls in an
effort to share Group information and operating philosophy. Where necessary, the President and
Representative Director reports the results to the Board of Directors and the Audit & Supervisory Board.
The President and Representative Director of the Company issues orders to the internal audit departments
(Internal Audit and Compliance Department and Group Governance Department) to inspect subsidiaries,
if necessary. The subsidiaries accept the inspection by the Company, and at the same time promote the
understanding and improvement of compliance-related issues by exchanging information with the
Company.

Furthermore, the Company establishes the whistle-blowing system Group Head Office Helpline which
enables executives and employees of subsidiaries to directly report to the Company’s Group Governance
Department, whenever they become aware of any non-compliance. Pursuant to the Basic Policy of the
SECOM Group for Compliance, the Company will keep the reported matters confidential, and promptly
take necessary investigation and appropriate measures. The reporter will suffer no disadvantage on the
grounds of such report.

The Audit & Supervisory Board Members of the Company visit major subsidiaries and conduct audits
regarding internal controls.

The Company establishes a liaison meeting with Group Audit & Supervisory Board Members after
discussion with its Audit & Supervisory Board in an attempt to share information.

6-2. System under which the matters related to the execution of duties by Directors, etc., of subsidiaries are
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reported to the Company
In order to enhance Group synergy leading to the achievement of the business vision by the entire SECOM
Group, the Company establishes and implements the Basic Rules for SECOM Group Corporate Management,
which clarify the guidelines for the reporting of the important items, the items to be coordinated in advance
with the Company and the items to be approved by the Company.
6-3. Rules and other systems for controlling risks of loss of subsidiaries
Pursuant to the Meaning of the Risk Control and Risk Control Basic Policy for SECOM and SECOM Group,
the subsidiaries develop risk control systems. Furthermore, upon the occurrence of important events, the
subsidiaries will take appropriate measures under the Company’s control.
6-4. System which ensures that Directors, etc., of the subsidiaries execute their duties efficiently
(1) All Directors of the subsidiaries will efficiently carry out the operation and execution of business on the
basis of the Constitution of SECOM’s Business and Operation.
(2) The Company and the subsidiaries will formulate the business plans for the next year based on the
business vision by the entire SECOM Group, and confirm the progress of the plans.

7. Matters related to employees to assist duties of Audit & Supervisory Board Members when Audit &

Supervisory Board Members requests to do so

(1) The Company establishes the system to assist audit duties, by establishing the Office of Audit &
Supervisory Board manned by at least two employees who are fully familiarized with the exclusive duties
and internal situations.

(2) The assistants for the Audit & Supervisory Board Members may conduct investigations necessary for the
audit by the Audit & Supervisory Board Members, following the instructions of the Audit & Supervisory
Board Members.

8. Matters related to the independence of the employees in item (7) from Directors and ensuring the effectiveness
of the instructions of the Audit & Supervisory Board Members
Transfer and evaluation of the assistants for the Audit & Supervisory Board Members shall be subject to the
approval of the Audit & Supervisory Board. The assistants who received necessary instruction on audit duties
by Audit & Supervisory Board Members shall not be subject to any instruction or order from Directors and
Executive Officers and employees with respect to the subject audit duties, nor be obligated to report to them.

9. The following systems and other systems under which any report is made to Audit & Supervisory Board
Members
9-1. System under which Directors and Accounting Advisors and employees make any reports to the Audit &
Supervisory Board Members
(1) Upon discussion with the Audit & Supervisory Board, the following matters shall be considered as the
matters to be reported by Directors to the Audit & Supervisory Board Members.
(a) matters resolved by the Organization Culture Committee and other committees;
(b) matters likely to be materially harming the Company;
(c) important matters relating to monthly business conditions;
(d) important matters relating to internal audit and risk management;
(e) material violation of laws and regulations or the Articles of Incorporation; and
(f) important matters from viewpoint of compliance.
(2) Notwithstanding (i) above, the Audit & Supervisory Board Members may, where necessary and in a
timely manner, request that Directors and employees make a report.
(3) The matters reported to the Hot Helpline will be reported to the Audit & Supervisory Board Members
from the Internal Audit and Compliance Department.

9-2. System under which persons executing duties as the subsidiary’s Directors, Accounting Advisors, Audit &
Supervisory Board Members, Executive Officers, members who execute the business, etc., other persons
equivalent to such persons, and employees, or any persons receiving reports from these persons, make reports
to the Audit & Supervisory Board Members

The matters reported to the Group Head Office Helpline will be reported to the Audit & Supervisory Board
Members from the Group Governance Department.
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10.

11.

12.

System which ensures that the persons who made the reports under (9) above will not be treated
disadvantageously on the grounds of such reports

Pursuant to the Basic Policy of the SECOM Group for Compliance, the Company will keep the reported
matters confidential, and promptly take necessary investigation and appropriate measures, while the reporter
will suffer no disadvantage on the grounds of such report.

Matters regarding the policies for the procedures of the advance payment or reimbursement of expenses
incurred for the execution of duties by the Audit & Supervisory Board Members and other processing of
expenses or debts incurred for the execution of such duties.

The Company bears the expenses incurred for the execution of duties by the Audit & Supervisory Board
Members.

System under which audit by Audit & Supervisory Board Members is ensured to be performed efficiently

(1) The Company establishes the system under which the Audit & Supervisory Board shall regularly hold
meetings with the President and Representative Director and the Accounting Auditor, to exchange
opinions so that audits shall be performed efficiently.

(2) The Audit & Supervisory Board Members attend the meetings of the Board of Directors, attend important
meetings to exchange opinions regarding overall management-related matters, if necessary, and conduct
periodical interviews with Directors and employees of the Company and the subsidiaries.

(3) The Company ensures that the Audit & Supervisory Board may retain attorneys-at-law at its discretion
and, if necessary, have opportunities to retain and consult professional accountants with respect to their
audit duties.

<Outline of Status of Operation of Internal Control System>

1.

System under which the execution of duties by Directors and employees is ensured to comply with laws and
regulations and the Articles of Incorporation

The Company promotes to instill awareness of the importance of compliance with the SECOM Group Code
of Employee Conduct, which set behavioral standards for the execution of duties, including compliance with
laws, regulations, and the Articles of Incorporation in day-to-day business operations. In addition, all training
curriculum contains programs related to the philosophy of SECOM, and the Company is also making efforts
to instill and entrench the philosophy of SECOM through Tri-ion initiative and e-learning system and in-
house newsletter. Executive Officers in charge of each area obtain information concerning revisions of
relevant laws and regulations on a regular basis and take appropriate actions to respond to any revisions of
laws and regulations. The Internal Audit and Compliance Department conducts operational audits based on
the audit plan, reports the audit results to the President and Representative Director and the Audit &
Supervisory Board Members on a monthly basis, and instructs to take correctional measures necessary to
solve any issues identified. Furthermore, any internal reports made through Hot Helpline are dealt with in a
proper manner in collaboration with relevant departments. Any important organizational culture-related issues
(including compliance-related matters) are deliberated and dealt with at a meeting of the Organizational
Culture Committee when necessary. The effectiveness of internal control related to financial reporting is
properly evaluated based on the basic plans and policies.

System under which information regarding execution of business by Directors shall be maintained and
controlled

Minutes of the meetings of the Board of Directors and decision-making documents are recorded in a paper
form or electromagnetic media, and stored and managed in a proper manner.

System regarding control of risk of loss and other system

Each Executive Officer in charge analyzes and assesses business risks and fraud risks in the operational areas
for which he/she is responsible, and reports the results to the President and Representative Director and Audit
& Supervisory Board Members once a year, and further, reviews internal rules and manuals that have been
established as appropriate and makes amendments as needed. Furthermore, a Risk Committee, which is
chaired by the Director responsible for risk management, has been established. The Risk Committee grasps
company wide risk and considers necessary measures.
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4.

10.

System by which efficient execution of duties of Directors shall be ensured

The Board of Directors of the Company consists of 10 Directors including three Outside Directors. As a
general rule, a meeting of the Board of Directors is held once a month with the attendance of Directors as
well as five Audit & Supervisory Board Members including three Outside Audit & Supervisory Board
Members. At a meeting of the Board of Directors, important management matters are deliberated and the
status of execution of duties by Directors is reported, based on the business vision of the Company, and the
Board of Directors strives for accurate and prompt decision-making. 29 Executive Officers including six
Directors are making efforts to make decisions and to execute their duties in a more expeditious manner.
(The above officer structure is as of March 31, 2020.)

System under which the group of enterprises consisting of the Company and its subsidiaries is ensured to
properly execute its business

Directors of the Company and its subsidiaries are promoting proper operation based on the Constitution of
SECOM’s Business and Operation as their basic philosophy. The President and Representative Director of
the Company convened a meeting of the SECOM Group Management Committee semi-annually to share the
Group information and operating philosophy and to ensure the appropriate operations of each company. To
enhance subsidiaries’ corporate governance, Audit & Supervisory Board Members visited and interviewed
subsidiaries (total of 54 times). Furthermore, to reinforce cooperation, Audit & Supervisory Board held the
SECOM Group Audit & Supervisory Board Members and Internal Audit Departments Joint Liaison Meeting
(once) with Group Audit & Supervisory Board Members, internal audit departments and Accounting Auditor,
besides cooperation with Group Audit & Supervisory Board Members (total of 25 times). Internal audit
departments inspect and provide guidance to subsidiaries as needed, and take appropriate steps in
collaboration with relevant sections and subsidiaries in response to any internal reports made through the
Group Head Office Helpline. Through decision-making on important matters upon prior consultation and
reporting of important matters by subsidiaries in accordance with the Basic Rules for SECOM Group
Corporate Management, the Company and its subsidiaries strive to ensure that subsidiaries’ operations are
properly carried out.

Matters related to employees to assist duties of Audit & Supervisory Board Members when Audit &
Supervisory Board Members request to do so

The Company has established the Office of Audit & Supervisory Board manned by at least two designated
employees at all times, who assists Audit & Supervisory Board Members in carrying out audits following the
instructions of Audit & Supervisory Board Members.

Matters related to the independence of the employees in item (6) above from Directors and ensuring the
effectiveness of the instructions of the Audit & Supervisory Board Members

The assistants for the Audit & Supervisory Board Members carry out their duties following the instructions
of the Audit & Supervisory Board Members.

System under which any report is made to Audit & Supervisory Board Members

Audit & Supervisory Board Members receive from the internal audit departments, in addition to the matters
to be reported by Directors to Audit & Supervisory Board Members pursuant to the basic policies of internal
control system, any matter internally reported through the whistle-blowing system, namely, Hot Helpline and
Group Head Office Helpline, at each time it occurs.

System which ensures that the persons who made the reports under item (8) above will not be treated
disadvantageously on the grounds of such reports

Any internal report is handled as confidential pursuant to the Basic Policy on the SECOM Group for
Compliance and a system under which a person who made a report is not treated disadvantageously has been
established. This has been complied with during the current fiscal year.

Matters regarding the policies for the procedures of the advance payment or reimbursement of expenses
incurred for the execution of duties by Audit & Supervisory Board Members and processing of other expenses
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11.

or debts incurred for the execution of such duties

Budget for expenses that will arise in relation to the execution of duties by Audit & Supervisory Board
Members are determined by resolution of the Audit & Supervisory Board and reported to the Board of
Directors. These expenses are paid by the Company.

System under which audit by Audit & Supervisory Board Members is ensured to be performed efficiently
Audit & Supervisory Board Members held meetings 12 times with the President and Representative Director
and 14 times with Accounting Auditors to exchange opinions. In addition, Audit & Supervisory Board
Members attend meetings of the Board of Directors and other important meetings to exchange opinions, and
conduct interviews with Directors and employees of the Company and its subsidiaries on a regular basis.

2. Basic Views on Eliminating Anti-social Forces and the Status of Development of the Framework

1.

Basic views on eliminating anti-social forces

Under the philosophy of SECOM developed over the years since its foundation, the Company has formulated
the SECOM Group Code of Employee Conduct, which prescribes ideals covering the official and private
affairs of all executives and employees and action standards to be followed in the execution of specific daily
duties. As such, these guidelines provide the basis of all actions. The SECOM Group Code of Employee
Conduct clearly excludes any relationship with, or provision of goods and services to, anti-social forces.
Meanwhile, a manual has been prepared and presented to executives and employees, providing measures for
the elimination of and guidelines on dealing with anti-social forces.

Status of development of the framework for eliminating anti-social forces

We thoroughly enforce compliance with the SECOM Group Code of Employee Conduct through measures
such as employee training, while incorporating into the basic contract form a provision allowing termination
of contract in the event a customer is proved to be connected to anti-social forces. Moreover, an arrangement
is in place whereby all information about the unlawful claim from, or any other contact with anti-social forces
is concentrated to head office, and acted upon as appropriate by closely communicating with the Metropolitan
Police Department and other prefectural police departments.

SECOM is a member of security service associations in each prefecture as well as the All Japan Security
Service Association, and is cooperating with all of these associations in an effort to exclude anti-social forces.
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V. Other
1. Adoption of Anti-takeover Measures

Adoption of Anti-takeover Measures Not Adopted

Supplementary Explanation

2. Other Matters Concerning Corporate Governance System

1. The corporate governance system including the outline of the internal control system
Specific measures are implemented as scheduled in accordance with the basic policies of the internal control
system.
The corporate governance system including the outline of the internal control system is illustrated in the
attached.

2. Outline of the timely disclosure system

@)

)

®)

Basic policy on timely disclosure

The Company makes it a basic policy to give accurate, impartial and prompt disclosure of Company
information, which may have significant impact on investors’ investment decisions, based on objective
facts following the timely disclosure process, without giving rise to misunderstanding among investors.
In the meantime, in compliance with laws and regulations related to securities transactions and rules of
stock exchanges, the Company not only gives prompt disclosure of the matters applicable under the
timely disclosure rules, but also actively provides information on matters not applicable under the timely
disclosure rules, with a view to encouraging investors to have a better understanding of the Company.

System for reporting and disclosure of the important Company information

a. Collection of information

Having a grasp of important Company information essentially requires accurate, prompt and exhaustive
collection of information in any business. At SECOM, which engages primarily in security services
operations thus involving the necessity of quick responses to any kind of emergencies, information is
collected under an internal framework that ensures prompt concentration/aggregation of critical Company
information to the President and Representative Director, whereby information is duly collected and dealt
with in a prompt and flexible manner.

With respect to internal controls, the internal audit departments carry out internal audits in terms of the
aspects such as compliance with regulations and legitimacy of business operations, and report and give
recommendations for improvements to the President and Representative Director as appropriate.

b. Verification of the necessity of disclosure and the disclosure content

Once important Company information is accurately and promptly grasped, verification shall be done to
determine whether the information is applicable under the timely disclosure rules, or it should be
disclosed voluntarily outside the rules by the responsible department under the instruction of the President
and Representative Director. Detailed disclosure content shall be thoroughly crosschecked by financial
departments, public relations departments, general affairs departments and legal affairs departments,
subject to supervision by the chief information manager, so that the disclosure can be made with adequate
wording and in an appropriate manner without delay.

¢. Review of the disclosure system

The aforementioned timely disclosure system shall be reviewed as appropriate, if necessary.

The timely disclosure system is illustrated in the attached.
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[ Corporate governance organization]

General Meeting of Shareholders

Appointment/dismissal

Proposal of candidates for
the position of director

Board of Directors | Nomination and Audit & Supervisory

; Board
(11 members, four of whom are — ——3p| Compensation )
o Authorization/consultation .
outside directors) regarding remuneration Committee UMSOEIE S S E R

< are outside)
Determination/submission of Office of Audit and Supervisory Board:
decisions regarding remuneration

Three employees
| Selection/oversight (Operational, accounting and
compliance audits)

Appointment/dismissal
v

\ 4

y

A

Chairman and
Representative Director

President and Reporting on important matters
Representative Director —fe—

Internal audit departments  |ge——
Coordination | Legal affairs departments

Deliberation Enhancement of compliance/
internal auditing
. . Organizational Culture Audit by independent
Executive Officers Committee public accountants

Accounting audit
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[ Timely disclosure system]

Within a subsidiary (*1)

Flow of decisions/facts

|
and other information : Department in Financial |
| charge departments I
|
I Reporting 1
Flow of financial I
results information I - I
I Representative Reportin
I Director Eporting 1
I |
Within the Company -_--_--_--_--_-Q_--_--l
Department in Financial departments
charge (Non-consolidated
Reporting and consolidated)

‘ Reporting ¢ Reporting

President and Representative Director
Chief information manager Director in charge
Determine the necessity, content and method of disclosure

departments, general affairs departments and legal affairs
departments
Verification of the disclosure content

Instruction Reporting t
[ Financial departments, public relations departments, IR ]

Reporting/Submission Reporting/Submission
of proposals of proposals

Board of Directors (*2)

¥ v

Chief information manager

Department in charge of disclosure
[Financial departments, public relations departments, IR
departments and general affairs departments]

L v

Disclosure

e e e e e e e e e e e e e e e e Em e e Em e e e EE e e Em Em e Em e =

(*1) Regarding the disclosure information of a listed subsidiary, a prior or subsequent report on results is submitted as
appropriate by the subsidiary’s Representative Director or the chief information manager to the Company’s
President and Representative Director or the chief information manager.

(*2) Company information that the President and Representative Director determines to require urgent disclosure may
be reported to or reviewed by the Board of Directors after the disclosure (pursuant to the Rules of the Board of
Directors). -34 -
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