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30 September 2026

ICGN Statement to the Companies Act (Shares and Shareholders Meetings)
Subcommittee of the Legislative Council, Ministry of Justice, Japan

| would like to begin by thanking the Ministry of Justice and the Subcommittee for inviting the
International Corporate Governance Network (ICGN) to share the global investor perspective
today.

Led by investors responsible for assets under management of over $100 trillion, ICGN is an
authority on global standards of corporate governance and investor stewardship.
Headquartered in London, our membership is based in more than 40 countries. ICGN's
Global Governance Principles?® and Global Stewardship Principles?' are widely used by our
members in their company assessments and voting decisions, and by regulators when
developing corporate governance rules.

ICGN has long supported corporate governance reforms in Japan. These reforms, including
the introduction of the Japan Stewardship and Corporate Governance Codes, and the
enhanced focus on governance for value creation and capital efficiency have enhanced the
effectiveness of governance in Japan and encouraged Japanese companies to engage more
closely with their shareholders. They have also strengthened the confidence of global
investors in Japanese markets.

Background

In May 2026, ICGN submitted comments on the Interim Proposal on the Review of the
Companies Act??, raising concerns about restrictions on shareholder rights, including the
proposed abolition of the 300-voting-rights threshold for shareholder proposals and
mechanisms for suspending voting rights.

Today, | will set out our views on Material No. 14’s?® Item 3, the proposal to restrict
shareholder proposals concerning the execution of business, and Item 424, the proposal to
raise the threshold for requesting the calling of a shareholders meeting, the Beneficial
Shareholder Identification System and Shareholder Notification System in Material No. 13%°,
and finally on an issue recorded in Subcommittee Reference Material No. 30%° regarding the
exercise of shareholder rights.

20 International Corporate Governance Network, Global Governance Principles (ICGN, 2021).

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

22 International Corporate Governance Network, Letter to Minister Hiraguchi, Ministry of Justice, "Interim
Proposal on the Review of the Companies Act" (22 May 2026).

23 | egislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 14 (Ministry of Justice, 2026), P.35-41.

24 | egislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 14 (Ministry of Justice, 2026), P.41-43.

2 | egislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 13 (Ministry of Justice, 2026).

26 | egislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Reference Document No. 30 (Ministry of Justice, 2026).
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Our overall observations on Material No. 14, Iltems 3 and 4

In Material No. 14, ICGN does not support Items 3 and 4, for three reasons:

1. Both proposals would restrict existing shareholder rights without solid grounds.
Together with the proposed abolition of the 300-voting-rights threshold, they risk
signalling to retail and international investors that the momentum of Japan's
governance reforms is being reversed.

2. Both proposals would move in the opposite direction to the reforms led by the
Financial Services Agency and the Tokyo Stock Exchange, which have encouraged
companies to strengthen shareholder rights and governance, and to engage more
closely with their shareholders.

3. Additionally, we are concerned that items 3 and 4 were not included in the Interim
Proposal. We believe there should be an opportunity for full public consultation
before changes of this significance are adopted.

We believe that the proposals largely deal with the anomaly that shareholders cannot
effectively submit advisory resolutions in Japan, therefore necessitating the use of proposals
to amend the articles of incorporation to raise these types of matters. We also believe that
both companies and investors will benefit greatly if advisory resolutions are permitted under
the Companies Act, as not only would they would reduce, if not eliminate, proposals to
amend articles of incorporation but would encourage more constructive dialogue between
companies and investors on those matters.

We are concerned that while many of the reforms that have strengthened shareholders'
position, such as the Corporate Governance Code, are soft law, these restrictions would be
hard law under the Companies Act. This therefore creates a concern that legal shareholder
rights are being weakened, where stronger expectations are only in place on a voluntary
basis, risking the perception of an overall step backwards.

Item 3: Restriction on shareholder proposals concerning the execution of business

Background?”: Shareholders in listed companies would no longer be able to make proposals
on matters relating to the execution of business by way of an amendment to the articles of
incorporation. The scope would be set by ministerial ordinance, based on illustrative
examples in Material No. 1425,

ICGN does not support this proposal, for five reasons:

1. It would restrict a fundamental shareholder right without solid grounds.
Shareholders already judge whether a proposal has merit when they choose to vote
for or against it.

3. Because advisory resolutions by shareholders are not available in Japan, it would
close off the only legitimate channel for shareholders' views via AGM proposal.

4. The proposed scope includes core governance matters and is unclear, creating a risk
that legitimate proposals are rejected.

27 | egislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 14 (Ministry of Justice, 2026), P.35-41.
28 | egislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 14 (Ministry of Justice, 2026), P.38-39.
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5. Extending the holding period to two years would make the right substantially less
accessible to institutional investors.

1. Fundamental rights should not be restricted without solid grounds

The right to propose is a fundamental shareholder right and should not be restricted without
solid grounds. We understand that part of the background to these proposals is concern
about proposals of limited merit, and the burden on companies of including them in meeting
materials. Such proposals exist in every market and are not sufficient grounds for restricting
the right for all shareholders.

A broad restriction would be disproportionate to the concern being addressed.
2. Shareholders already judge whether proposals have merit by voting on them

A shareholder proposal is voted upon by all shareholders, not solely by the proposing
shareholder. Institutional investors consider proposals carefully and cast their vote in
accordance with their fiduciary duties and based upon their judgment of what is in the best
interests of shareholders.

Shareholders with significant holdings are already required to state the purpose of their
holding in large shareholding reports, so companies already know the intentions of their
significant shareholders. We do not believe hard law needs to intervene.

3. The proposal would close off a legitimate channel for shareholders’ views

Unlike in the United States, advisory shareholder resolutions are not generally available in
Japan. Companies have historically declined to adopt them because they are not binding
under the Companies Act, so shareholders have used amendments to the articles to bring
issues before the general meeting. Restricting this route without addressing that gap would
close off a legitimate channel for shareholders' views.

4. The scope includes core governance matters and is unclear

We are particularly concerned by the scope of the proposal and the lack of clarity within
Material No. 14 when describing?® matters that may be restricted from shareholder proposals
on the basis that they could cause potential harm to the company, including:

¢ entry into and withdrawal from unprofitable businesses;

e management policies and plans;

e employee compensation and working conditions;

e establishment of committees;

e special and corporate value enhancement committees;

e cross-shareholding reviews;

e disclosure of individual director remuneration; and

¢ disclosure of measures to achieve management that is conscious of cost of capital
and share price.

29 | egislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 14 (Ministry of Justice, 2026), P.38-39.
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These areas are fundamental to corporate governance, and include issues that investors
have been encouraged to raise under Japan's wider governance reforms. The ability to file
proposals in these areas should not be broadly limited.

The distinction between when a proposal within these categories in the illustrative list may or
may not be liable to “cause potential harm” is not clear, leaving the scope open to
interpretation and creating a risk that companies reject legitimate proposals. Where
shareholder rights are restricted by law, the wording should be as clear and transparent as
possible.

5. The holding period should not be extended

Material No. 14 raises extending the holding period for these proposals from six months to,
for example, two years®. Six months is already a significant period and two years would put
the right out of reach for many investors. There are also operational challenges that need to
be considered.

Safeguards

If the Subcommittee decides to proceed with any aspects of this proposal, we strongly
believe several safeguards are necessary:

e Advisory shareholder resolutions by shareholders should be expressly permitted
under the Companies Act.

¢ Any restriction on the ability to file proposals should apply only where the company
has a majority of outside directors on its board, so that the decision does not rest with
executive management.

e Companies should be required to disclose which proposals have been rejected and
why.

e The distinction between permissible and restricted proposals should be defined as
clearly as possible.

Item 4: Threshold for requesting the calling of a shareholders meeting

Background: Under Item 4, the threshold for shareholders to request a shareholders meeting
would rise from 3% of voting rights to 5%3>'.

ICGN does not support raising the threshold for requesting the calling of a shareholders
meeting, for four reasons:

1. The right is an important protection for minority shareholders, and a higher threshold
would disproportionately affect retail shareholders and smaller institutional investors.

2. We are not aware of evidence of a market-wide problem in Japan that requires the
change.

3. The use of a 5% threshold in other markets does not, in itself, justify the change.

30 Legislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 14 (Ministry of Justice, 2026), P.36, P.41.

31 Legislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 14 (Ministry of Justice, 2026), P.42-43.
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4. Raising the threshold while takeover defences are increasing would weaken minority
shareholder protections.

1. An important protection for minority shareholders

Raising the threshold would disproportionately restrict access for retail shareholders and
smaller institutional investors. The proposal is framed around shareholders pursuing short-
term gains, but its effect would fall on all shareholders, including long-term investors who
typically engage with companies before considering a requisition.

2. No demonstrated problem in Japan

Requests to call shareholders meetings are relatively infrequent and concentrated among a
small number of investors and companies. A concern relating to a limited number of cases
does not justify weakening a right available to all shareholders.

3. International comparison alone does not justify the change

The existence of a 5% threshold in other markets does not in itself establish that Japan
should change. Markets combine shareholder rights, board structures and protections
against entrenchment differently, and comparisons should consider the overall framework
rather than a single threshold.

4. Takeover defences are increasing

While the overall number of companies with takeover response policies has remained
broadly stable, new adoptions tripled to 18 last year, with half introduced after a bidder or
activist appeared, highlighting the importance of preserving shareholder protections as
companies respond to shareholder activity by seeking to limit the impact of shareholder
dissent®2,

Material No. 13: Beneficial Shareholder Identification System and Shareholder
Notification System

ICGN's position on Material No. 13’s proposals regarding the Beneficial Shareholder
Identification System and Shareholder Notification System is as follows:

1. Identification system: We strongly oppose the introduction of suspension of voting
rights and the extension of identification to asset owners. We believe the
administrative fine should be retained as the sanction instead.

2. Notification system: we are strongly opposed to issuers suspending voting rights
without prior independent judicial oversight. If suspension is pursued, an independent
court should decide, with appropriate safeguards.

32 EV22 Capital, "Japan's governance reform has reshaped and how investors should react", September 2026,
citing RECOF Data published on MARR Online (M&A & 7 T ¥ 7 )V series).
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Beneficial Shareholder Identification System (Material No. 13, Part 2, Section 2.1)

Background: Material No. 13 adds suspension of voting rights as a sanction alongside the
existing administrative fines, and broadens the definition of the instruction-giving person so
that disclosure may extend to the customers of intermediaries, including asset owners®3.

ICGN believes the administrative fine should be retained as the sanction, for four reasons:

1. Suspension restricts a fundamental shareholder right and was introduced without
public consultation.

2. The information obtained through the system cannot reliably support a determination
that a breach has occurred.

3. Extending identification to asset owners would be impractical and disproportionate.

4. The framework could hinder, rather than promote, constructive dialogue.

1. Suspension restricts a fundamental right and was introduced without consultation

Suspension should be permitted only following a final court judgement, consistent with the
treatment of other shareholder rights under the Companies Act. It was not proposed in the
Interim Proposal and appeared for the first time in the Subcommittee's deliberations in June,
without public consultation. Using the system to remove shareholders' votes is directly
opposite to its stated purpose of promoting constructive dialogue.

2. The information cannot reliably support a determination of breach

Even if suspension were acceptable in principle, the data has four structural limitations:

a) Fragmentation: one position is routinely spread across several custodians, prime
brokers and sub-accounts. Each intermediary sees only its own part, and
aggregating without a common identifier risks double-counting and undercounting.

b) Securities lending: when shares are on loan, legal title and economic interest
diverge, and lent shares can be lent on or sold short. A custodian often cannot say at
any moment which client's shares are on loan.

¢) Timing: holdings change continuously, and intermediaries reconcile on different
cycles, so each response is a snapshot that is out of date by the time it is compiled.

d) Records kept for different purposes: intermediaries' records are not kept for Large
Shareholding Reporting, so a mismatch with a shareholder's report is to be expected
and is not evidence of a breach.

Non-response, jurisdictional and privacy constraints, and differences between voting
instructions and holdings add further gaps. The data should therefore be used solely for its
stated purpose of promoting constructive dialogue.

33 Legislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 13 (Ministry of Justice, 2026), P.44-45.
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3. Extension to asset owners is impractical and disproportionate

In our May response, we asked that identification should not extend beyond the asset
manager. We consider the extension now proposed impractical and disproportionate to any
benefit for dialogue:

¢ Institutional holdings sit across multi-layered and commingled fund structures,
making the underlying asset owner far harder to identify than the manager who
votes.

¢ Disclosure would often require confidentiality agreements to be renegotiated across
multiple clients and funds.

e The asset manager is the party that exercises the vote and conducts engagement.
Asset owners can already engage directly if they wish.

e Asset owners investing in a fund with Japanese holdings would face obligations they
would not face in other major markets.

4. The effect on constructive dialogue

Information on shareholder composition may direct companies' attention towards their
largest shareholders, at the expense of shareholders whose engagement is more
constructive and whose investment horizons are longer. In our experience, the main
constraint on dialogue in Japan is access rather than identification: access to independent
directors is limited, meetings are often arranged through brokers, and group calls with
hundreds of investors leave little room for substantive exchange. These are matters of
practice, not law.

Shareholder Notification System (Material No. 13, Part 2, Section 2.2)

Background: Material No. 13 proposes that where a shareholder fails to file a required large
shareholding report, or files one containing a material false or incomplete statement, the
listed company may serve a notice suspending the shareholder's voting rights, which takes
effect one month later from the notice, without any prior court determination®*.

ICGN is strongly opposed to issuers determining violations and suspending voting rights
unilaterally, for three reasons:

1. The power could be misused.
2. Many reporting errors are administrative rather than deliberate.
3. Investors incorrectly accused of a breach have insufficient protection.

If suspension is nevertheless pursued, certain safeguards are essential.
1. The power could be misused
Under the proposal, a board could remove a fundamental ownership right by internal

resolution, on the basis of its own unreviewed judgement, against the shareholder whose
vote is at stake. This gives rise to the following concerns:

34 Legislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 13 (Ministry of Justice, 2026), P.52-53.
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e The power could be used to target shareholders who oppose management proposals
or who have submitted shareholder proposals.

e Issuers could rely on the stated purpose of holding, not only the number of shares
held, to determine a violation.

e As described above, data from the identification system cannot reliably establish a
breach.

2. Many reporting errors are administrative

An analysis of EDINET filings for the 19 months to July 2026 found corrections to 17.5% of
reports, with a median correction time of nine days and seven in ten corrections made within
a month. This is consistent with the proposal's own recognition that violations may arise from
administrative error®.

3. Insufficient protection for investors incorrectly accused of a breach

An investor wrongly accused has only one month to apply to the court, before a meeting at
which it cannot vote. We are concerned about how quickly applications would be handled,
whether all courts have the necessary expertise, and whether any court could readily assess
such technical data.

Safeguards if suspension is pursued

e The determination should be made by an independent court, on a petition filed by the
issuer.

e The issuer should bear the burden of proving that the holding exceeds the threshold,
that disclosure was missing or materially inaccurate, and that suspension is
proportionate to the violation. Minor or technical breaches should be excluded from
the scope of voting rights suspension enforcement.

e Suspension should apply only to the shares concerned, for a fixed maximum period,
with automatic reinstatement on expiry or cure.

e Violations should be limited to those that significantly harm the common interests of
shareholders and are intentional or grossly negligent.

e The law should state that suspension must not be used as a management defence
tool, consistent with the Ministry of Economy, Trade and Industry's Guidelines for
Corporate Takeovers®®.

o If court involvement before a notice is not adopted, the decision should in principle
rest with outside directors rather than executive directors.

We also ask for clarification of whether issuers would be expected to monitor all
shareholders for compliance.

35 EV22 Capital, Suspending the Vote: What the numbers show, August 2026, based on analysis of EDINET filing
data, January 2025 to July 2026.
36 Ministry of Economy, Trade and Industry (METI), Guidelines for Corporate Takeovers, 31 August 2023, P.61.
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The shareholder proposal threshold and the exercise of shareholder rights (Interim
Proposal on the Review of the Companies Act Part 2, Section 5, Reference Material
No. 30, Part 2, Section 2)

ICGN believes the existing shareholder proposal threshold should be retained, and that the
identification system should be available to shareholders seeking to exercise the proposal
right, for three reasons:

1. Ahigher threshold would disproportionately restrict access for retail shareholders and
smaller institutional investors.

2. In practice, the right is not effectively available to institutional investors who hold
shares as beneficial shareholders.

3. Allowing shareholders to use the identification system would resolve this without
changing the threshold.

1. The threshold should not be raised

ICGN believes the right to propose is a fundamental ownership right, which institutional
investors typically use sparingly and as a last resort. We recognise that Japan's threshold of
300 voting rights or 1% is low compared with some markets. However, a higher threshold
would disproportionately restrict access for retail shareholders and smaller institutional
investors, while having much less effect on the largest shareholders. Even at large
companies, 1% can represent a substantial commitment of capital.

Material No. 14 records®’ that, in the public comment process, opinions opposing both
Option A and Option B were in the majority, and that many of those opposing came from
individual shareholders. The reasons recorded include that abolishing or reducing the voting
rights requirement would significantly narrow the opportunity for individual shareholders to
exercise their rights, that the proposal right is not merely a means of passing resolutions but
an important governance tool for raising issues with management, and that many proposals
which were voted down have subsequently been reflected in company policy.

2. The right is not effectively available to beneficial shareholders

As raised during the public comment period and recorded in Reference Material No. 3038,
institutional investors usually hold shares through custodians, so they are beneficial rather
than registered shareholders and must re-register shares in their own name to exercise the
proposal right. For a mid-June AGM, this must be done by the end of September of the
previous year.

If the 300-voting-rights alternative were abolished, asset managers would need to re-register
more than 1% of voting rights across multiple funds, which would require highly burdensome
administrative procedures and could place the exercise of voting rights outside the ordinary
operational workflow. Re-registration solely to propose is therefore not a realistic option.

37 Legislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Document No. 14 (Ministry of Justice, 2026), P.29.

38 L egislative Council of Japan, Companies Act System (Shares, Shareholder Meetings, etc.) Subcommittee,
Subcommittee Reference Document No. 30 (Ministry of Justice, 2026), P.157.
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3. The identification system should work in both directions

Only companies can initiate a request under the proposed system. Where a shareholder
informs the company that it intends to submit a shareholder proposal, the company should
promptly request confirmation from the intermediary that the shareholder is the instruction-
giving person. This would allow beneficial shareholders to exercise the right without re-
registration. A shareholder proposal is itself a form of constructive dialogue, so the system
should work reciprocally.

Conclusion

ICGN reiterates our support for Japan's governance reform agenda and our commitment to
being a long-term partner in this work. Strong shareholder rights are fundamental to market
confidence and to Japan's ability to attract long-term capital.

We urge the Subcommittee to seriously consider including mechanisms for shareholders to
raise advisory resolutions in the revised Companies Act as this will eliminate most if not all
proposals to amend articles of incorporation and instead encourage more constructive
dialogue between companies and investors.

We urge the Subcommittee not to proceed with Items 3 and 4 of Material No. 14, and to
ensure that proposals of this significance are subject to full public consultation.

On Material No. 13, we urge the Subcommittee not to introduce suspension of voting rights
under either system, and if suspension is pursued under the notification system, to require
determination by an independent court with the safeguards we have set out. Identification
should not extend to asset owners, the information obtained should be used solely to
promote constructive dialogue, and the system should be available to shareholders seeking
to exercise their proposal right.

Japan has established itself as a leader in governance reform, and we want to see that
leadership maintained. Thank you again for the opportunity to share our perspective.

ENDS
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