
 

 

Basic Policy for Establishment of Internal Control System 

Systems to ensure that the execution of the duties by directors complies with 
laws and regulations and the Articles of Incorporation 

Other systems to ensure the appropriateness of operations 
 

（１）  Systems to ensure that the execution of the duties of a director and an 
employee complies with laws and regulations and the articles of 
incorporation 
(Article 362, Paragraph (4), Item (vi) of the Companies Act and Article 
100, Paragraph (1), Item (iv) of the Regulations for Enforcement of the 
Companies Act) 

1) The NAGASE Group has a longstanding management philosophy that “all 
officers and all employees shall be aware of their role as members of society and 
walk the straight and narrow path honestly.” Under such philosophy, the 
Company established the Risk and Compliance Committee to develop and 
maintain a compliance system and adopted a system to have all officers and all 
employees pursue corporate activities in line with the “NAGASE Groupʼs Code of 
Conduct for Compliance” based on the “Basic Compliance Policy” set forth by the 
parent company. The Committeeʼs members consist of directors and employees, 
and these members not only make all decisions related to risk management and 
compliance, but also prevent violations of laws and regulations and the Articles 
of Incorporation, by utilizing outside experts as needed. 
2) If the Company becomes aware of a violation of laws or regulations, it informs 
the Committee of the fact after promptly reporting to, contacting, and consulting 
with superiors and relevant departments, and the Committee on its part reports 
immediately to the Board of Directors and the statutory auditors as well as to 
the Nagase Risk and Compliance Committee. 
3) The Risk and Compliance Committee has in place a contact desk which 
receives information and consultation directly from directors and employees 
through an internal reporting system. 
4) The Risk and Compliance Committee develops and makes available a variety 
of inner rules, regulations, guidelines, manuals, and rules, and further makes 
decisions on individual cases after conducting various examinations including 
legitimacy from a professional perspective in accordance with the approval and 
reporting rules. 
5) The Risk and Compliance Committee strives to raise awareness of legal 
compliance in officers and employees through education, such as seminars given 



 

 

by outside experts, and to help spread the management philosophy of the 
NAGASE Group among them. 

 
（２）  Systems related to the retention and management of information 

pertaining to the execution of the duties of a director 
(Article 100, Paragraph (1), Item (i) of the Regulations for Enforcement 
of the Companies Act) 

Information related to the execution of directors' duties is recorded in paper 
documents or electronically in accordance with internal rules and regulations and 
stored and managed. The directors and statutory auditors have access to these 
documents at all times. 

 

（３）  Rules and other systems related to management of the risk of loss 
(Article 100, Paragraph (1), Item (ii) of the Regulations for 
Enforcement of the Companies Act) 

1) The Board of Directors has in place the Risk and Compliance Committee as an 
organization to comprehensively manage the risk of loss for the Company and 
its subsidiaries and to develop a system in which roles and responsibilities 
thereof are clarified by defining its functions and powers. 
2) The Risk and Compliance Committee develops rules and guidelines and 
conducts training, as well as prepares and distributes manuals to the respective 
departments regarding individual risks related to corporate activities of the 
Company and its subsidiaries. 
3) The Risk and Compliance Committee shall promptly designate a department 
responsible for addressing any new risks that may arise, and promptly and 
appropriately transmit information and develop an emergency system when an 
emergency occurs in the Company or its subsidiaries. 

 
（４）  Systems to ensure that the execution of the duties of a director is 

performed efficiently 
(Article 100, Paragraph (1), Item (iii) of the Regulations for 
Enforcement of the Companies Act) 

1) The Company clarifies the position of the Board of Directors as the "body for 
determining management policies and strategies and supervising business 
execution” as a basis for the system to ensure that directorsʼ duties are executed 
efficiently, and their meetings are not only held monthly as a general rule, but 
also as needed. 
2) The Operation Chiefs Meeting, consisting of full-time directors, operational 



 

 

general managers, divisional general managers, and some members of the 
Corporate Planning Department, is held monthly as a general rule to discuss 
important matters, such as management issues, management and business 
strategies, and investment projects for supporting management decision-making. 
3) Regarding business execution based on the decisions of the Board of Directors, 
the details of the respective persons responsible, their responsibilities, and 
execution procedures are set forth in the basic rules for corporate operation and 
the rules for segregation of duties. 
 

（５）  Systems to ensure proper business activities in a business group 
comprised of the stock company and any parent company or subsidiary 
companies 

1) Systems related to reporting of particulars regarding the execution of the 
duties of a director, etc. of a subsidiary company of the company 
(Article 100, Paragraph (1), Item (v), (a) of the Regulations for Enforcement 
of the Companies Act) 
a. Operational standards are specified between the Company and its 
subsidiaries whereby certain matters are approved by or reported to the 
Company after they have been decided by subsidiaries. 
b. The Company is engaged in an effort to document the status of company-
wide internal controls and of the process of preparing financial statements in 
accordance with the Financial Instruments and Exchange Act for evaluation 
and improvement with a view to further enhancing the reliability of financial 
reports. 
2) Rules and other systems related to management of the risk of loss of a 
subsidiary company of the company 
(Article 100, Paragraph (1), Item (v), (b) of the Regulations for Enforcement 
of the Companies Act) 
The Company performs risk management of the Company and its subsidiaries 
with the Risk and Compliance Committee playing a key role, in order not only 
to examine and evaluate issues and measures for its promotion, but also to 
examine and evaluate important compliance matters of the Company and its 
subsidiaries. 

3) Systems to ensure that the execution of the duties of a director, etc. of a 
subsidiary company of the company is performed efficiently 
(Article 100, Paragraph (1), Item (v), (c) of the Regulations for Enforcement of 
the Companies Act) 

a. Budgets and results of the Company and its subsidiaries are managed 



 

 

based on the medium-term management plan and annual budget system. 
b. As a general rule, officers are dispatched to subsidiaries to ensure the 
appropriateness of business execution. 

4) Systems to ensure that the execution of the duties of a director, etc. or an 
employee of a subsidiary company of the company complies with laws and 
regulations and the articles of incorporation 
(Article 100, Paragraph (1), Item (v), (d) of the Regulations for Enforcement 
of the Companies Act) 
The Company has in place a system whereby a business auditing team is 
established as an organization under the direct control of the president 
independent from the business divisions and the front office, not only to 
conduct business audits in cooperation with the Companyʼs audit office, but 
also to appoint an accounting auditor, to undergo an accounting audit by the 
accounting auditor, and to ensure business execution and the adequacy and 
reliability of financial statements. 

 
（６）  If a company auditor of the company has requested that an employee 

be appointed to assist with the duties of the auditor, particulars related 
to the employee 
(Article 100, Paragraph (3), Item (i) of the Regulations for Enforcement 
of the Companies Act) 

The Company shall designate employees to assist statutory auditors in the 
performance of their duties upon their request in order to ensure that their 
audits are conducted effectively. 

 
（７）  Particulars regarding independence of employees of the preceding item 

from directors and particulars related to ensuring the effectiveness of 
instructions given by a company auditor 
(Article 100, Paragraph (3), Items (ii) and (iii) of the Regulations for 
Enforcement of the Companies Act) 

a. To ensure the independence of the employees in the preceding paragraph 
from the directors, the Company shall consult with the statutory auditors in 
advance and seek their opinions when personnel change and evaluation of the 
employees are made. 
b. The Company shall endeavor to give due consideration for the selection of 
the employees and the time to engage in assisting the statutory auditors in 
order to ensure that instructions to the employees are effective. 

 



 

 

（８）  Systems for the directors and the employee to report to the company 
auditor, and other systems related to reporting to the company auditor 
(Article 100, Paragraph (3), Item (iv) of the Regulations for 
Enforcement of the Companies Act) 

1) The Company has a system in place whereby statutory auditors are able to 
grasp the overall management status of the Company and its subsidiaries at all 
times by attending meetings of the Board of Directors and other important 
meetings, exchanging information with management, and inspecting approval 
documents and reports. 
2) The directors and employees of the Company and its subsidiaries are 
obliged to report on the following matters to the statutory auditors. 
①Occurrence and reporting of a compliance-related issue, such as misconduct 
in the execution of duties by directors, violations of laws and regulations and 
the Articles of Incorporation, etc. 
②Occurrence and reporting of facts that may cause significant damage to the 
company 
③Occurrence and reporting of important information disclosure 

 
（９）  Systems for ensuring that persons who make a report under the 

preceding item (8) are not treated disadvantageously due to making 
the report 
(Article 100, Paragraph (3), Item (v) of the Regulations for 
Enforcement of the Companies Act) 

The Company prohibits unfair treatment of directors and employees of the 
Company and its subsidiaries who have reported directly to the Companyʼs 
statutory auditors on the grounds of the reporting, and not only makes sure 
everyone in the Company and its subsidiaries is informed of the fact, but also 
states clearly to that effect in the regulations for the Compliance Consultation 
and Reporting Desk. 

 
（１０）  Particulars related to policies concerning the procedure for 

advance payment or reimbursement of expenses that arise with regard 
to execution of the duties of the company auditor or any other 
processing of expenses or obligations that arise with regard to 
execution of the duties 
(Article 100, Paragraph (3), Item (vi) of the Regulations for 
Enforcement of the Companies Act) 

When statutory auditors request payment of expenses incurred in the 



 

 

execution of their duties, such as asking for advice from a lawyer, a certified 
public accountant, and other outside experts, or commissioning an 
investigation, an assessment, or other clerical work, the Company shall not 
refuse the requested payment, unless such expenses are deemed unnecessary 
for the execution of their duties as a statutory auditor. 
 
 

（１１）  Other systems to ensure that audits by the company auditor of the 
company are performed effectively 
(Article 100, Paragraph (3), Item (vii) of the Regulations for 
Enforcement of the Companies Act) 

1) Statutory auditors hold meetings with the President regularly to exchange 
opinions in order to promote awareness and understanding of the importance 
and usefulness of their audits. 
2) In order to enable statutory auditors to perform their auditing duties 
efficiently and effectively, the Company has in place a system to enable 
accounting auditors and the business auditing team to closely coordinate and 
supplement each other. 

 
 
Supplementary resolution 

The resolution of the Board of Directors taken today on the establishment 
of a system to ensure the appropriateness of the business operations of the 
Company shall be constantly revised in the future to further strengthen the 
governance system appropriately in accordance with changes in the 
environment of the Company. 
 

 

Revised by resolution of the Board of Directors on March 12, 2012 

Revised by resolution of the Board of Directors on March 13, 2013 

Revised by resolution of the Board of Directors on March 11, 2014 

Revised by resolution of the Board of Directors on May 15, 2015 

Revised by resolution of the Board of Directors on May 18, 2017 

Revised by resolution of the Board of Directors on May 22, 2018 

Revised by resolution of the Board of Directors on May 27, 2019 

Revised by resolution of the Board of Directors on May 27, 2020 

Revised by resolution of the Board of Directors on May 28, 2021 

Revised by resolution of the Board of Directors on May 26, 2022 


