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1. Major Regulations for the sustainable finance in Japan

• Green Growth Strategy Through Achieving Carbon Neutrality in 2050 by 

The Ministry of Economy, Trade and Industry (METI) 

• Basic Guidelines on Climate Transition Finance by FSA, METI and The 

Ministry of the Environment

• Corporate Governance Code and the Guidelines for Investors’ and 

Companies’ Dialogue by Tokyo Stock Exchange

• Stewardship Code by FSA

I. Corporate Governance in Japan



2. History of introduction of Corporate Governance regulations  

Time Government Affiliations/Stock Exchange

2013 Japan Revitalization Strategy “JAPAN is BACK” is announced

2014 Stewardship Code is launched

2015 Corporate Governance Code is launched

2019

Practical Guidelines for Corporate Governance Systems are implemented

Companies Act is revised (requirements for outside directors, restrictions to shareholder 

proposals)

2020 Practical Guidelines for Independent Directors are formulated

2022 Market segments of the Tokyo Stock Exchange are reclassified

(Source) White Paper on Sustainable Investment in Japan 2020 by The Japan 

Sustainable Investment Forum (JSIF)



Stewardship Responsibilities

Support Sustainable Growth via 

Constructive Dialogue with the 

Company

Responsibilities to Shareholders 

& Stakeholders

Stewardship Code Corporate Governance Code

Promulgated in Feb. , 2014 Took Effective from June,  2016
Two wheels

on an axle

 Principles for Institutional Investors

Responsibilities to Sponsors (Entrusters)

 Principles for Companies

Responsibilities to Shareholders & Stakeholders

Company

Institutional Investors

(Shareholders)

Company

Shareholders Stakeholders
(Employees, Creditors, Customers )

Sponsors

(Individuals, Pensioners, Policyholders etc.)

This was decided by Cabinet based on “Japan 

Revitalization Strategy“ in June 2013.

This was decided by Cabinet based on “Japan 

Revitalization Strategy (Revised in 2014)” in June 2014.

3. Outline of Stewardship Code / Corporate Governance Code 

(Source) Material from FSA’s Follow up Conference for Stewardship Code 

and Corporate Governance Code

Principle Base 

Approach

Comply or 

Explain
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(Reference) Corporate Governance Code in Uzbekistan 
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(Reference) ROE comparison among Japanese, American and 

European Companies (At the time in 2016) 

(Source) Material from ITO report2.0 translated by FALIA
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(Reference) ROE comparison among Japanese, American and 

European Companies (At the time in 2019) 

(Source) Material from METI’s Conference on the Reasonable Process of 

General Shareholder’s Meeting for a new era translated by FALIA
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1. Institutional investors should have a clear policy on how they fulfill their 

stewardship responsibilities, and publicly disclose it.

2. Institutional investors should have a clear policy on how they manage conflicts of

interest in fulfilling their stewardship responsibilities and publicly disclose it.

3. Institutional investors should monitor investee companies so that they can

appropriately fulfill their stewardship responsibilities with an orientation towards

the sustainable growth of the companies.

4. Institutional investors should seek to arrive at an understanding in common with 

investee companies and work to solve problems through constructive engagement   

with investee companies.

4. Japan’s Stewardship Code

5. Institutional investors should have a clear policy on voting and disclosure of voting 

activity. The policy on voting should not be comprised only of a mechanical checklist; 

it should be designed to contribute to the sustainable growth of investee companies.

(Source) Financial Services Agency Website 
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6. Institutional investors in principle should report periodically on how they fulfill 

their stewardship responsibilities, including their voting responsibilities, 

to their clients and beneficiaries. 

7. To contribute positively to the sustainable growth of investee companies, 

institutional investors should develop skills and resources needed to appropriately     

engage with the companies and to make proper judgments in fulfilling their

stewardship activities based on in-depth knowledge of the investee companies and

their business environment and consideration of sustainability consistent with their

investment management strategies.

8. Service providers for institutional investors should endeavor to contribute to the

enhancement of the functions of the entire investment chain by appropriately 

providing services for institutional investors to fulfill their stewardship 

responsibilities. 

4. Japan’s Stewardship Code

(Source) Financial Services Agency Website 
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4. Japan’s Stewardship Code 

What is “engagement”?              “Agreement to get married”

Institutional investors have to get to know the companies better

• Good Corporate Governance to activate BODs

• Separation of execution and oversight

• Growth storyline 

• Corporate Vale creation

11



1. Securing the Rights and Equal Treatment of Shareholders

2.  Appropriate Cooperation with Stakeholders Other Than  

Shareholders

3.  Ensuring Appropriate Information Disclosure and

Transparency

5.  Dialogue with Shareholders

4.  Responsibilities of the Board

5. Japan’s Corporate Governance Code (CGC) 

(General Principles) 

(Source) Website of Japan Exchange Group 

12



Principle１-1

Shareholders’
Rights

Principle１-2

Shareholder 

Meetings

Principle１-3

Capital Policy

Principle１-4

Cross-

Shareholdings

Principle１-5

Anti-Takeover 

Measures

Principle１-6

Capital Policy 

harming 

Shareholders’ 

Rights

Principle１-7

Related Party 

Transactions

Principle 2-1

Business 

Principles of 

Value Creation

Principle 2-2

Code of Conduct

Principle 2-3

Sustainability 

Issues

Principle 2-4

Ensuring 

Diversity

Principle 2-5

Whistleblowing

Principle 2-6

Roles as 

Appropriate

Asset Owners

Principle 3-1

Full Disclosure

Principle 3-2

External 

Auditors

Principle 5-1

Constructive 

Dialogue

Principle 5-2

Disclosure of 

Strategies and 

Business Plans

Principle 4-1
Bord’s Roles and 

Responsibilities(1)

Principle 4-2
Bord’s Roles and 

Responsibilities(2)

Principle 4-3
Bord’s Roles and 

Responsibilities(3)

Principle 4-4

Kansayaku and 

the Kansayaku

Board

Principle 4-5

Responsibilities 

of Directors and 

Kansayaku

Principle 4 -6

Execution and 

Oversight

Principle 4-7
Independent 

Directors’ Roles and 

Responsibilities

Principle 4-8

Effective Use of 

Independent  

Directors

Principle 4-9

Qualification for 

Independent 

Directors

Principle 4-10

Use of Optional 

Approach

Principle 4-11

Preconditions for 

Board and 

Kansayaku Board

Principle 4-12

Active Board 

Deliberations

Principle 4-13

Info. Gathering 

and Support

Principle 4-14

Directors and 

Kansayaku

Training
(Source) Website of 

Japan Exchange Group 

4 supplemental 

principles

16 supplemental 

principles

5 supplemental 

principles

23 supplemental 

principles

4 supplemental 

principles
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(Source) Website of Financial Reporting Council 

Japan

• 31 Principles＋52 Supplemental Principles (16+4+5+23+4)  = 83
• Adding 5 new Supplemental Principles in 2021

UK 

• 18 Principles (A-R) + 41 Provisions = 59
• Principle B: The board should establish company’s purpose, values and strategy, 

and satisfy itself  that these and its culture are aligned.

• Provision 9: A Chief Executive should not become chair of the same company

US  No CGC

5. Japan’s Corporate Governance Code (CGC) 

In Comparison with UK or US
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6. Main points of revisions of CGC in June 2021 (1/2) 

Points Details

1. Upgrading Function of the 

Board

■For Companies listed on the Prime Market,

- At least 1/3 of Independent Directors

- Independent Committees under the Board Required to Disclose 

its Policy, Mandates & Roles

■Disclosure of ‘Skills Matrix’ of the Board and 

Selection of Independent Directors with

Management Experience

2. Securing Diversity ■Presentation of Diversity Policies, Goals and

Status regarding Promotion of Women, Foreign

Nationals and Midcareer Hires

3. Measures for Sustainability 

Issues

■Dealing with Sustainability as More Important

Management Issues to Increase Corporate Value

■Disclosure of Basic Policy of Sustainability 

Initiatives

■For Companies listed on the Prime Market,

Enhance Quality and Quantity of Disclosure of

Data Based on the ‘TCFD Recommendations’ or

an Equivalent Framework

(Source) Website of Japan Exchange Group  
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Points Details

4. Others ■At least 1/3 (Majority, if listed on the Prime 

Market) of Independent Directors who are

independent of the Controlling Shareholder,

Or a Special Committee of Independent Persons

■ Establishing Effective Internal Control and   

Risk Management System by Internal Audit

Dept.’s Direct Report to Board and Kansayaku.
■For Companies listed on the Prime Market,

- Making the Electronic Voting Platform Available at least to 

Institutional Investors

- Disclosure of Documents in English

■Disclosure of Basic Policy of Business Portfolio

and the Status of Review

■Kansayaku Included in the Dialogue with 

Shareholders

6. Main points of revisions of CGC in June 2021 (2/2) 

(Source) Website of Japan Exchange Group 
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(Source) Website of Japan Exchange Group

(Reference) Overview of the market restructuring of Japan Exchange 

Group

Need to follow 

all the CGC 

principles 

(high standard)

Need to follow 

all the CGC 

principles

Need to follow 

5 basic CGC 

principles 

17



(Reference) Breakdown of the market class of the listed companies 

in Japan

(Source) Corporate Governance Whitepaper 2023 by Tokyo Stock Exchange, Inc.
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(Reference) 3 Governance Forms of Listed Companies in Japan
19

(Former name)

Company with Kansayaku

Board
(Source) Corporate Governance Whitepaper 2023 by Tokyo Stock Exchange, Inc.



(Reference) What is Kansayaku?

(Source) Website of Japan Audit & Supervisory Board Members Association

• Kansayaku is translated as Audit and Supervisory Board 

Member by Japan Audit & Supervisory Board Members 

Association.

• Kansayaku was established in 1899

• Originally Kansayaku oversaw the Board of Directors and 

audited Accounting matters following the German 

Companies Act

• After 1950 Board of Directors was in charge of overseeing 

the executive directors following U.S. corporate governance 

rules

• After Commercial Code Amendment in 1974, both Board of 

Directors and Kansayaku Board were appointed at General 

Shareholders’ Meeting and oversaw the executive directors

• Kansayaku has significant auditing authority to investigate 

legality of the executives based on his/her independent 

judgement, however Kansayaku Board has no authority to 

appoint/dismiss the directors. 

P 

Board of 

Directors

Kansayaku

Board

Audit

Representative Director 

Business Executive Directors

Oversight

Appointment

Dismissal

General Shareholder’s Meeting

Appointment

Dismissal

Appointment

Dismissal

20



(Reference) Governance Forms in the U.S., U.K., France and Germany 

(Source) Material from Corporate Governance 

System Study Group of METI translated by FALIA

United States United Kingdom France Germany

Structure of ‘Board of 
Directors’ in case of  
Listed Companies
※ ‘Audit & Supervisory

Board’ for Germany

Majority of the members must 
be independent directors.

Majority of the members must 
be independent directors.

2/3 or more must be from 
Outside.
(1/2 or more are requested to 
be independent directors.)

Representatives from  
shareholders & employees at 
the ratio of 50/50. 
※Companies above a certain

size only

Establishment of 
Committees in case of  
Listed Companies

Listing rules require to 
establish the Audit, 
Nominations and 
Remuneration Committee.

The CG Code recommends to 
establish the Audit, 
Nominations and 
Remuneration Committee.

Audit Committee is required. 
Nominations,  Remuneration 
and Governance Committee 
are recommended.

Audit & Supervisory Board is 
authorized to establish the 
Audit and Nominations 
Committee.
※ CG Code requests to

establish these committees

Accounting 

Auditors

Appointment

Dismissal etc.

Audit

Oversee

United States

Shareholders 

Meeting

Appointment

Dismissal etc.

Board of 

Directors

Audit

Oversee

Business 
Execution

Officer

Corporate 

Secretary

Committee

United Kingdom

Appointment

Dismissal etc.

Board of 

Directors

Audit

Oversee

Business 

Execution

Corporate 

Secretary

Shareholders 

Meeting

France
Under the one-tier system

Appointment

Dismissal etc.

Board of Directors

conseil d’administration

Business Execution
President-DirecteurGeneral

Shareholders 

Meeting

Germany

Shareholders 

Meeting

Appointment

Dismissal etc.

Audit

Oversee

Audit & Supervisory Board

Aufsichtstat

Board of Executive Officers

Vorstand

Appointment

Dismissal etc.

Committee

21



(Source) THE INDONESIA CORPORATE GOVERNANCE MANUAL by OJK

Board of Directors

Board of Commissioners
(Komisaris)

Oversight 

Advice

Appointment

Dismissal

Oversight

Appointment

Dismissal

General Shareholder’s Meeting

Appointment

Dismissal

Audit Committee

Investor Relations Corporate Secretary Internal Audit

(Reference) Governance Forms of Companies in Indonesia 22

Representative Director 

Business Executive Directors

Encouraged to 

Establish



7.  3 Governance Forms of Listed Companies in Japan

Company with Board 

of Company Auditors

Board of 

Directors

Kansayaku

Board

Majority is 

Outside 

Auditors.

A
Company with Audit &

Supervisory Committee
B

Company with Three 

Committees
C

Audit

Representative Director 

Business Executive Directors

Board of Directors

Audit and 

Supervisory Committee

Majority is Independent Director

Oversight

Appointment

Dismissal

Board of Directors

Majority of Each Committee are Independent.

Nominations

Committee

Audit

Committee

Remuneration

Committee

AuditAu

dit

Oversight

Nominations 

&

Remuneration

Representative Executive Officer

Executive Officers

Oversight

Appointment

Dismissal

General Shareholder’s Meeting

Appointment

Dismissal

General Shareholder’s Meeting

Oversight

Appointment

Dismissal

General Shareholder’s Meeting

Oversight/Appointment

Dismissal

Representative Director 

Business Executive Directors

Oversight

Appointment

Dismissal

(Source) Made by 

FALIA based on the  

Companies Act

A B C

Directors’ Authority for 
Business Execution

Representative Directors & 
Business Executive Directors

Representative Directors & 
Business Executive Directors

Directors do not execute business, 
instead oversee the executive 
officers 

Audited by
・Kansayaku
・Kansayaku Board
(Independent Authority)

Audit & Supervisory 

Committee
Audit Committee

Auditing Members
・Kansayaku (3 people～ )
・Majority is from Outside.

・Directors (3 people～ )
・Majority is from Outside.

・Directors (3 people～ )
・Majority is from Outside.

Term of Kansayaku/Audit 
member 4 Years 2 Years 1 Year

Appointment

Dismissal

Oversight

Appointment

Dismissal

23
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(Reference) Status of Establishment of Nomination Committee 

and Remuneration Committee (by Market Segment) 

24

(Source) Corporate Governance Whitepaper 2023 by Tokyo Stock Exchange, Inc.
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(Reference) Attributes of Board Chair of listed companies in Japan 

(Source) Corporate Governance Whitepaper 2023 by Tokyo Stock Exchange, Inc.
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(Reference) Japanese Companies' Understanding of the Cost of Capital 

(Source) Compiled based on the Life Insurance Association of Japan “Initiatives by Life Insurers to Reinvigorate the Equity 

Market and Achieve a Sustainable Society through Asset Management” (April 2022)



(Reference) Perceptions of ROE Levels against Cost of Capital 
27

(Source) Compiled based on the Life Insurance Association of Japan “Initiatives by Life Insurers to Reinvigorate the Equity 

Market and Achieve a Sustainable Society through Asset Management” (April 2022)
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(Reference) Percentage of women executives in other countries (2021)

(Source) Prepared from the website of the Gender Equality Bureau, Cabinet Office



8. What is the current significant issues of corporate governance in Japan?

• Companies are coping with corporate governance as a legal 

governmental regulation to comply, not understanding the background 

reason

• As the speed of changing business environment is too quick, it is difficult 

to handle it with corporate governance

• CGC seems too detailed

• Auditing process should be strengthened
(Source) Material from FSA’s Follow up Conference for Stewardship 

Code and Corporate Governance Code confined by FALIA

• Few companies adopting three committees form

• Board of Director needs to strengthen its oversight ability

• Lack of human resources/diversity of independent directors

• Lack of succession plan of CEOs and training of directors/auditors

• Lack of ROE goal setting / disclosure of cost of capital

Voices from companies 

29



9. Corporate Governance Ranking by ACGA  (Asian Corporate 

Governance Association)  

(Source) CG Watch 2023

Breakdown of the CG Watch 2023 ranking of Japan 

Tie for the 5th place

Tie for the 7th place

Tie for the 2nd place

2020

2018

2016

Scores

Ranking
(out of 12)

Government & 

Public 

Governance

Regulators CG Rules
Listed 

Companies
Investors

Auditors & 

Audit Regulators

Civil Society & 

Media

30

2023
Tie for the 3rd place Tie for the 6th place
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9. Corporate Governance Ranking by ACGA  (Score change)  
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(Source) CG Watch 2023

(1)Each score category by country 
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(Source) CG Watch 2023

(2)Why Japan ranked up in 2023?



34

(Source) CG Watch 2023

(3)Listed companies need more disclosures for Japan



II. Corporate Governance of Japanese General Insurance Companies

1. Annual Reports / Integrated Reports vary in their emphasis depending on the region

2. Board of Directors vary in their focus and monitoring

3. Committees vary in focus

4. Top Management Message of Japanese insurance companies

5. Management Strategy and Performance of Japanese insurance companies

6. Corporate Governance System of Japanese insurance companies

7. Corporate Governance System of European and US insurance companies
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361. Annual Reports / Integrated Reports vary in their emphasis depending on the region

(Source) Material from referenced 

report counted by FALIA



372. Board of Directors vary in their focus and monitoring

* Generali Corporate Governance and Share Ownership Report 2023 (March 2024) Page 66

(Source) Material from referenced report counted by FALIA



383. Committees vary in focus

(Source) Material from referenced report counted by FALIA
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4. Top Management Message

(Source) https://www.dai-ichi-life-hd.com/en/investor/library/annual_report/2023/pdf/index_001.pdf

https://www.dai-ichi-life-hd.com/en/investor/library/annual_report/2023/pdf/index_001.pdf
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https://www.tokiomarinehd.com/en/ir/download/k82ffv000000grk2-att/Integrated_Report_2023_e.pdf

4. Top Management Message

https://www.tokiomarinehd.com/en/ir/download/k82ffv000000grk2-att/Integrated_Report_2023_e.pdf
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https://www.sompo-hd.com/-/media/hd/en/files/doc/pdf/annualreports/2023/annualreport2023_1.pdf?la=ja-JP

4. Top Management Message

https://www.sompo-hd.com/-/media/hd/en/files/doc/pdf/annualreports/2023/annualreport2023_1.pdf?la=ja-JP
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https://www.ms-ad-hd.com/en/ir/library/disclosure/main/015/teaserItems2/0/link/MSAD2023_E.pdf

4. Top Management Message

https://www.ms-ad-hd.com/en/ir/library/disclosure/main/015/teaserItems2/0/link/MSAD2023_E.pdf
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5. Management Strategy and Performance of Japanese 

insurance companies
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5. Management Strategy and Performance of Japanese 

insurance companies
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5. Management Strategy and Performance of Japanese 

insurance companies
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5. Management Strategy and Performance of Japanese 

insurance companies
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5. Management Strategy and Performance of Japanese 

insurance companies
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5. Management Strategy and Performance of Japanese 

insurance companies
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5. Management Strategy and Performance of Japanese 

insurance companies
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6. Corporate Governance System of Japanese insurance 

companies

Company with Audit &

Supervisory Committee
B
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6. Corporate Governance System of Japanese insurance 

companies
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6-1. Outside Directors
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6-2. Skill Matrix
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Company with Board 

of Company Auditors
A

6. Corporate Governance System of Japanese insurance 

companies
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https://www.tokiomarinehd.com/en/company/officers/

6-1. Directors

https://www.tokiomarinehd.com/en/company/officers/
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6-2. Skill Matrix
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Company with Three 

Committees
C

6. Corporate Governance System of Japanese insurance 

companies
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6. Corporate Governance System of Japanese insurance 

companies
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6. Corporate Governance System of Japanese insurance 

companies
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6-1. Directors



61
6-2. Skill Matrix
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(Reference)

Relationship between General insurers and Big Motor

https://www.asahi.com/articles/photo/AS20230725003977.html

R
e
p
a
ir

O
p
e
ra
tio
n

In
s
u
ra
n
c
e

O
p
e
ra
tio
n

B
ig

 M
o
to

r
G

en
er

a
l 

in
su

re
rs

1 Introduce Policyholders

Charge excessive repair fees
2

3
Make excessive insurance payments

Ask more allocation of insurances to the company

Allocate Compulsory automobile liability insurances 

based on the number of introduction from ① above

Send employees as secondees

Translated by FALIA 

https://www.asahi.com/articles/photo/AS20230725003977.html
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(Reference)

Fundamental reasons behind the SOMPO’s wrongdoings 

with Big Motor (Announcement by FSA)
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https://www.fsa.go.jp/news/r5/hoken/20240125/20240125.html

(Reference)

Fundamental reasons behind the SOMPO’s wrongdoings 

with Big Motor

1) While efforts by Sompo Holdings to foster an appropriate corporate culture are insufficient, 

the following corporate culture has been fostered at Sompo Japan under its management 

team, including successive presidents.

①A corporate culture that values the company's own operating results and profits more than 

the customer's profits

②A corporate culture where top-down management does not object to decisions made by 

superiors such as the president

③A corporate culture in which unfavorable information is not reported in a timely and 

appropriate manner to those responsible for business management, such as management and 

the parent company.

(Announcement by FSA translated by FALIA)

https://www.fsa.go.jp/news/r5/hoken/20240125/20240125.html


65

Company with Board 

of Company Auditors
A

6. Corporate Governance System of Japanese insurance 

companies
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6. Corporate Governance System of Japanese insurance 

companies
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6-1. Outside Directors



68
6-2. Skill Matrix
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7. Corporate Governance System of European and US insurance companies

https://www-axa-com.cdn.axa-contento-118412.eu/www-axa-com/013a16d3-6b7e-4fbf-a056-593f3fd24628_axa_urd2023_accessible_va.pdf

7-1. Top Message (AXA)

https://www-axa-com.cdn.axa-contento-118412.eu/www-axa-com/013a16d3-6b7e-4fbf-a056-593f3fd24628_axa_urd2023_accessible_va.pdf
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file:///C:/Users/user/Downloads/Annual%20Integrated%20Report%20and%20Consolidated%20Financial%20Statements%202023_Generali%20Group.pdf

7-2. Directors (Generali)

file:///C:/Users/user/Downloads/Annual Integrated Report and Consolidated Financial Statements 2023_Generali Group.pdf
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https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/investor-relations/en/results-
reports/annual-report/ar-2023/en-Allianz-Group-Annual-Report-2023.pdf

7-3. Skill Matrix (Allianz)

https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/investor-relations/en/results-reports/annual-report/ar-2023/en-Allianz-Group-Annual-Report-2023.pdf
https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/investor-relations/en/results-reports/annual-report/ar-2023/en-Allianz-Group-Annual-Report-2023.pdf
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https://www.prudentialplc.com/~/media/Files/P/Prudential-V13/reports/2023/prudential-plc-ar-2023.pdf

7-4. Corporate Governance Structure (Prudential plc)

https://www.prudentialplc.com/~/media/Files/P/Prudential-V13/reports/2023/prudential-plc-ar-2023.pdf
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https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/investor-relations/en/conferences/capital_markets_days/2021/21-12-03-presentations-cmd.pdf

7-5. Performance Presentation (Allianz)

https://www.allianz.com/content/dam/onemarketing/azcom/Allianz_com/investor-relations/en/conferences/capital_markets_days/2021/21-12-03-presentations-cmd.pdf


747-6. Materiality (Allianz)
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https://www.prudential.com/wps/wcm/connect/02eae3d1-0a0d-4e41-9043-5bf7d9b9e26f/ADA_TAG_APRIL_8.pdf?MOD=AJPERES&CVID=o0zefRZ

7-7. Remuneration (Prudential Financial)

https://www.prudential.com/wps/wcm/connect/02eae3d1-0a0d-4e41-9043-5bf7d9b9e26f/ADA_TAG_APRIL_8.pdf?MOD=AJPERES&CVID=o0zefRZ


767-8. Board Review (Prudential plc)



77（Reference）UK Corporate Governance Code

https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf

https://www.frc.org.uk/getattachment/88bd8c45-50ea-4841-95b0-d2f4f48069a2/2018-UK-Corporate-Governance-Code-FINAL.pdf


END of lecture material

I appreciate your patience.
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