
respective operations, is working to increase the speed of decision 
making and vitalize operations. Meanwhile, the Company has 
substantially reduced the number of directors. In addition, we have 
strengthened the supervision functions by appointing outside 
directors. At Board meetings held once or twice a month, the Board 
decides the Company’s basic policy and decides, after full deliberation, 
on matters provided for in the Companies Act and the Company’s 
Articles of Incorporation as well as important matters for the execution 
of the Company’s operations, ensuring a speedy and vigorous 
decision-making process. We appoint directors from the viewpoint 
of strengthening corporate governance, aiming to strengthen the 
Board of Directors’ supervision functions and ensure the propriety of 
the decision-making process. We make sure that corporate officers 
whose duties are primarily business execution will not concurrently 
serve as directors, in principle. Furthermore, we have abolished the 
positions of managing directors and senior managing directors to 
put all directors (except for the Chairman and President) on an 
equal footing, while strengthening the supervision by Audit & 
Supervisory Board Members (including outside members) and 
mutual supervision among directors. The term of office of directors 
has been shortened to one year to ensure a quick response to 
changes in the business environment and to clarify the 
management responsibility of directors. At the Company’s 
Ordinary General Meeting of Shareholders held on March 30, 2016, 
nine directors, including three outside directors, were appointed.

3. Condition of Business Execution 
The Management Committee, which meets once a week in principle 

1.   Basic Concept regarding Corporate Governance
We will promote corporate governance to ensure the soundness, 
effectiveness, and transparency of management, and to continue 
enhancing our corporate value, thereby contributing to the sound 
growth of society and earning its full trust and confidence. To that 
end, it is essential for us to strengthen relations with our stakeholders, 
including shareholders, customers, suppliers, community residents, 
and employees. Based on the above, we have clarified our mission 
in the form of the Group’s vision as stated below, and we are working 
hard to realize this vision.

VISION
We at the Showa Denko Group will provide products and services 
that are useful and safe and exceed our customers’ expectations, 
thereby enhancing the value of the Group, giving satisfaction to 
our shareholders, and contributing to the sound growth of 
international society as a responsible corporate citizen.
*     Please visit our website (URL: http://www.sdk.co.jp/english/csr/governance.html) 

for our “Corporate Governance Basic Policies” (established in December 2015).

2.   Condition of the Company’s Supervision and 
Decision-Making Functions

We have adopted the Audit & Supervisory Board system to enhance 
the fairness and transparency of management, ensuring efficient 
management of the Company. To clearly separate management 
supervision functions from business execution functions, we have 
introduced the corporate officer system. The top management team, 
consisting of the President and corporate officers in charge of 

Message from Kyohei Takahashi, 
Chairman of the Board
The Showa Denko Group views the strengthening of corporate governance as one 
of its top-priority management issues. In December 2015, the Company established 
“Corporate Governance Basic Policies,” aiming to promote constructive dialogue 
with shareholders and other stakeholders, thereby increasing corporate value and 
shareholders’ common interests. Based on the Basic Policies, we updated our 
Corporate Governance Report.

One year has passed since we established a system under which outside 
directors account for one-third of the nine-member Board of Directors. As for the 
Audit & Supervisory Board, three out of the five members are outside members. 
Those outside board members are experts representing the insurance/finance 
industry, the manufacturing industry, academia, and legal professionals. They give 
us valuable advice and comments from various perspectives.

Both boards have high attendance rates, keenly discussing a wide variety of matters 
relating to the Group’s management, including capital investments and the preparation 
of our new medium-term consolidated business plan “Project 2020+.” We will continue 
striving to further strengthen our corporate governance and enhance our value.
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Corporate Ethics Promotion Council under the CSR Committee, which 
is chaired by the President. The council establishes medium- to 
long-term action plans and considers important matters pertaining 
to compliance, while working out specific measures based on the 
action plan and monitoring the progress. To prevent a transgression, 
detect it early, and ensure appropriate response, we have established 
an internal check system and communication channels inside and 
outside the Group for reporting the matter.  

We are working to strengthen compliance by observing Corporate 
Ethics Month every January and repeatedly holding training courses. 
In the event of transgressions, the Company takes measures to prevent 
recurrence and takes appropriate disciplinary actions. The performance 
evaluation of each unit is to reflect such transgressions.

Risk management
The Management Committee, held on a weekly basis, examines 
important matters from various angles. In particular, investment plans 
are examined carefully from such viewpoints as strategic importance 
and risk management. Furthermore, their progress is monitored and 
their results are reviewed. Respective business units and staff sections 
work to control risks through careful analysis and evaluation.  

In accordance with the Rules on Risk Management, the Company 
has established the Risk Management Promotion Council, chaired 
by the Company’s Chief Risk Management Officer, under the CSR 
Committee. The council regularly evaluates overall risks, while working 
out measures regarding high-risk matters and checking how the 
measures are implemented. In a state of emergency, such as accidents 
and disasters, the Company establishes emergency headquarters 
and takes various measures in accordance with relevant rules.

We have also established the Responsible Care Promotion Council 
(aiming to protect the environment, safety, and health) and the 
Security Export Control Committee (aiming to ensure compliance 
with laws regarding export of restricted items, etc.). Relevant staff 
sections control individual risks appropriately by establishing 
in-house rules and manuals as well as providing training courses. 

6.   Reaction Policy on Large-Scale Purchases of the 
Company’s Stock Certificates, etc.

The Company believes that its shareholders should be determined 
through the free movement of its shares in the market. Although 
proposals regarding the large-scale purchases of the Company’s 
shares are made by specific persons, the decision whether to sell the 
Company’s shares in response to such a proposal shall eventually be 
made based on the opinion of the shareholders, which is reached 
after being given the sufficient information necessary for making an 
appropriate decision and sufficient time for consideration.  

In light of the basic policy stated above, the Company has renewed 
its efforts to prevent inappropriate persons from controlling its 
financial and business policy decisions. A renewed “Reaction Policy on 
Large-scale Purchases of the Company’s Stock Certificates (Takeover 
Defense)” was approved at the Company’s Ordinary General Meeting 
of Shareholders held on March 27, 2014.  (For details, please refer to 
the Company’s press release dated February 13, 2014.)

and is chaired by the President, deliberates and decides on matters 
to be referred to the Board of Directors’ meetings and important 
matters pertaining to overall management of the Company. The 
decisions are made after deliberations on two occasions. As for 
investment plans, their risks are examined by task teams before referral 
to the Management Committee, and their progress is monitored after 
authorization. The Company’s medium-term business plans are 
decided not only by the Management Committee but also by the 
participation of all corporate officers. 

The Company considers that responsible execution forms the basis of 
corporate activities. The Company evaluates performances of respective 
business segments to ensure the effective implementation of the 
performance-based evaluation system. The Company has Security Export 
Control and Safety Measures committees under the CSR Committee 
chaired by the President. The Company also has Responsible Care, Risk 
Management, Human Rights/Corporate Ethics, and IR promotion 
councils. These committees and councils investigate, study, and 
deliberate on specific matters important for the execution of businesses.

4. Condition of Audit & Supervisory Functions  
The Company’s Audit & Supervisory Board consists of five members, 
including three outside members. The members attend the Board of 
Directors’ meetings and other important internal meetings, offering 
opinions as necessary. They audit and supervise the execution of 
operations through such means as field investigations, hearing 
sessions, and perusal of important documents, making proposals 
and providing advice and recommendations to ensure the sound 
management of the Company. They are working to strengthen the 
consolidated audit & supervisory system in cooperation with auditors 
of major associated companies. 

We have a department for internal audit reporting directly to the 
President. The Internal Audit Department investigates the overall 
execution of business, checking for accuracy, propriety, and efficiency. 
It also investigates the management policies, business plans, and their 
execution, checking for consistency and soundness. The results of 
internal auditing are reported to Audit & Supervisory Board 
members to ensure consistency with their audits. 

As for matters relating to the environment and safety, respective 
divisions in charge conduct Responsible Care audits. KPMG AZSA LLC 
conducts auditing of the Company based on an auditing contract 
and an annual plan agreed upon with the Audit & Supervisory Board, 
and provides the board with audit results. The accounting corporation 
and the Audit & Supervisory Board exchange information and views 
from time to time to strengthen their cooperation.

5. Compliance and Risk Management
The Company’s Board of Directors has decided to strengthen compliance 
and promote risk management as key components of its internal 
control system. The Board will continue to work on these issues.

Compliance
In accordance with the Rules on Promotion of Human Rights and 
Corporate Ethics, the Company has established the Human Rights/
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a car manufacturing company and a special steel manufacturing 
company for many years. 

Masaharu Oshima (Outside Member) 
We have received from him valuable advice on the management of 
the Company, especially in the field of research and development, 
based on his abundant expertise and experience as a researcher of 
electronics. Though Mr. Oshima has not taken part in management of 
business companies in the past, he participated in the commercialization 
of results of joint researches with multiple companies. 

Audit & Supervisory Board Members

Hiroyuki Tezuka (Outside Member) 
Since his inauguration as Audit & Supervisory Board Member of 
the Company, he has contributed toward securing the 
appropriateness of the management of the Company, giving advice 
from the viewpoint of risk management and compliance based on 
his insight and accumulated experience as a lawyer handling 
international and corporate legal affairs. 

While his participation in the management of a company has 
been limited to being an outside board member, we believe he 
will be able to adequately perform the duties as Audit & Supervisory 
Board Member of the Company due to the reasons stated above.

Yukio Obara (Outside Member) 
We have received from him valuable advice on how to ensure the 
propriety of the Company’s business execution based on his insight 
and his experience in managing financial institutions for many years 
and in managing a consultant firm. 

Kiyomi Saito (Outside Member) 
Since her inauguration as Audit & Supervisory Board Member of 
the Company, she has contributed toward ensuring the 
appropriateness of management in the Company, giving advice 
based on her experience in launching and managing a business 
consulting firm and a securities firm focusing on electronic transactions.

7. Other
Remuneration, etc., to the members of the Board of Directors and the 
Audit & Supervisory Board as well as the auditing corporation (for the 
period from January 1 through December 31, 2015) is as follows:

Remuneration, etc., to the board members
Number of 

applicable persons Paid amount

Members of the Board of Directors 
(excluding outside members) 7   ¥236 million

Members of the Audit & Supervisory Board 
(excluding outside members) 2   ¥  56 million

Outside board members 6   ¥  65 million

Total 15   ¥356 million

Remuneration to the auditing corporation

Paid amount

Name of accounting auditor: KPMG AZSA LLC 
Remuneration for the issuance of auditing certification based on 
the audit contract

¥189 million

8.   Personal/Financial Relations and Interests between 
the Company and Outside Board Members

The Company has three outside members each for its Board of 
Directors and the Audit & Supervisory Board. None of them has 
special interests in the Company. An outline of the Company’s 
corporate governance system is shown below.

Reasons for Appointment
Board of Directors

Tomofumi Akiyama (Outside Member) 
We have received from him valuable advice on the management of 
the Company based on his insight and his experience in managing a 
life insurance company for many years.  

Akiyoshi Morita (Outside Member) 
We have received from him valuable advice on the management of 
the Company based on his insight and his experience in managing 
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Interview with Tomofumi Akiyama, Outside Director

Interview with Kiyomi Saito, 
Audit & Supervisory Board Member (Outside)

On Showa Denko’s corporate governance
Nowadays corporate governance is frequently talked about at the initiative 
of politicians, and many companies are working to improve their governance. 
In that sense, there is nothing special with Showa Denko. But I feel the Company 
is working very seriously and positively to address this issue. It seems to me 
that since the days of former management teams Showa Denko has had a 
keen awareness of the importance of corporate governance, continuing to 
approach stakeholders in a transparent manner. 

I feel the board meetings are very active. As for the members of the Board of 
Directors and the Audit & Supervisory Board, the Company has diverse human 
resources, including legal professionals and experienced management executives. 
I am often impressed by the multifaceted perspective offered at those meetings. 
The executive members listen sincerely to the voices and have the flexibility 
to revise their views. Therefore I am confident that outside board members 
are fulfilling their duties to check and support the management team.

While Stewardship Code calls for the promotion of dialogue from the 
standpoint of investors, I believe the value of a corporation should not be 
judged by ROE alone. Outside directors should express their opinions after 
carefully considering the social nature of a corporation. It is of course necessary 
to obtain stable earnings. At the same time, however, we should aim to achieve 
stable growth and social contribution, fully recognizing the corporation’s 
qualitative characteristics. We need to make sure that corporate governance 
functions effectively for that purpose, and I want to carry out my duties as an 
outside director with strong motivation.

On New business plan 
“Project 2020+”
After checking the contents, I felt that it 
would be effective to manage operations 
by classifying businesses in the 
categories of “Growth-accelerating,” 
“Advantage-establishing,” and “Base-
shaping.” I also felt that it would be a 
good idea to develop “individualized businesses.” To achieve that goal, the 
Company should step up efforts to differentiate in terms of product development 
and investment strategy. We need to make sure that our products will not 
compete with other companies’ products, and that we stay one step ahead of 
competitors. With regard to investment strategy, we should not be overly risk 
averse. It is important for us to assume a risk-taking attitude while implementing 
proper steps to incorporate new businesses into the Company’s structure. 
Although it is not yet fully accomplished, the President is earnestly addressing 
the challenges of effectively using capital and strengthening businesses.

As a result, we are now in a situation where we can take risks to some extent. 
It would be ideal if each individualized business succeeds and grows at an 
accelerated pace. But this is more difficult than we would hope. Thus I think 
the Company has made a good choice by deciding to firmly establish several 
core businesses and achieve growth on the strength of its total power. We 
should always check our increasingly diversified product mix and repeat the 
process of “scrap and build.” Also, the Company should carefully identify 
product lines that will surely be profitable. I think these are the keys to Showa 
Denko’s future growth.

It was four years ago that I first attended a board meeting of Showa Denko as 
an auditor. My first impression was, “Wow, they look like the embodiment of 
seriousness in business suits!” I got a little worried that they might be square 
and dull people. Luckily my fear turned out to be groundless.

It is true that they are serious, but everyone has a sense of humor. It is not 
rare that attendees of board meetings break out into laughter. What impressed 
me most, however, is the fact that they have a lot of heart. When the board 
adopted a resolution for withdrawing from an unprofitable business, the 
officer in charge of the business expressed heartfelt sympathy with the people 
working on-site. I was almost moved to tears.

The strong leadership and sense of responsibility of the Chairman and the 
President are outstanding. When a closing of an unprofitable project was 
discussed, I made a comment that the decision should have been made much 
sooner. The Chairman responded immediately, “I am responsible for the delay,” 
and explained the background. I was greatly impressed by his strong sense of 
responsibility. 

I think the board meetings are very lively. However, the majority of 
comments come from outside board members. Executive Directors tend to 
be quiet at Japanese companies but I hope our executive directors speak up 
more often at the meetings. I have imposed a rule to myself that I offer 

remarks at board meetings “without 
reading the atmosphere.” If I hesitate 
and constrain myself, I undermine 
my own raison d’être. Even when my 
comment sounds irrelevant, it could 
induce quite right comments from 
other officers. 

It seems to me that the new 
medium-term plan is much more refined and focused than before. The 
industrial materials industry tends to be tossed up and down by market 
fluctuation. I notice that strong efforts are being made to minimize the volatility. 
As an outside board member, I have direct contact with our shareholders 
only on the occasion of shareholders meetings. When I heard questions and 
comments from shareholders with an inquisitive spirit, I thought they might 
be our former employees. But I learned later that many of them are pure 
outside investors. It is encouraging to know that we are supported by 
shareholders who closely monitor our management. In a sense, the chemical 
industry is an unsung hero. But our industry is indispensable as a provider of 
essential materials for various production processes. I hope Showa Denko 
continues to provide unique, high-value-added products to the world.
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