
History of Strengthened Corporate Governance

Month/Year Initiatives Objective

June 2006
Introduced stock-based compensation

(stock option) plans
To link director’s remuneration to shareholder value

June 2013 Appointment and inauguration of an outside director To strengthen the system of management supervision

June 2014 Appointment and inauguration of a foreign director To improve diversity in directors

June 2015
Appointment and inauguration of a female director

Transition to a company with a nominating committee, etc.

To improve diversity in directors
To enhance management transparency and fairness,

to strengthen management supervision functions

June 2016 Increase number of outside directors To improve diversity in directors
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Corporate Governance

MCHC is a company with a nominating committee, etc., which 

separates functions for the supervision and execution of 

business in a bid to enhance management transparency and 

openness, to strengthen supervisory functions, and to improve 

management agility through prompter decision-making. While 

 Corporate Governance Structure for Sound Management and Greater Efficiency (As of June 26, 2018)

management supervision is now undertaken by the Board of 

Directors and three committees; the Nominating Committee, 

Audit Committee, and Compensation Committee, corporate 

executive officers make business decisions and are in charge of 

business execution.

MCHC aims to contribute to the sustainable development of people, society and the Earth, in addition to solving 

environmental and social issues through corporate activities for the realization of KAITEKI.

With eyes on these objectives, we are focusing efforts on establishing a better corporate governance structure by 

improving management transparency through proper disclosure and dialog with stakeholders, while updating systems 

for enhancing both the soundness and efficiency of management.
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Of which, 1 director is
 non-Japanese and 1 director is female.

Constitution of Board of Directors (As of June 26, 2018)

Outline of Evaluation Results on Effectiveness of Board of Directors for FY2017

1. Implementation of evaluation on 
effectiveness of the Board of Directors

The Mitsubishi Chemical Holdings Corporate Governance Guidelines 
require MCHC to evaluate the effectiveness of the Board of Directors each 
year and disclose an outline of the results. The evaluation method and the 
outline of results on the effectiveness of the Board of Directors for FY2017 
are as follows.

2. Analysis and evaluation method
In FY2017, MCHC commissioned a third-party external consultant to 
conduct a survey and analyze the results in order to ensure the objectivity 
and transparency of evaluation and comprehensively verify MCHC’s overall 
corporate governance in accordance with the Corporate Governance Code 
(including the revised draft). Moreover, in light of the fact that three years 
had passed since the transition to a company with a nominating 
committee, etc., we also evaluated the effectiveness of not only the Board 
of Directors but also the Nominating Committee, the Compensation 
Committee and the Audit Committee. The specific process was as follows.
i) An anonymous survey consisting of a 5-scale evaluation with a total of 22 

questions comprising mainly the following items was conducted among all 
directors including the Chairperson. In addition to the 5-scale evaluation, the 
format was designed to grasp the current situation and extract issues in terms of 
both a quantitative and qualitative evaluation through the creation of a column for 
comments on each question (March-April 2018)
 Composition of the Board of Directors
 Discussion at the Board of Directors
 Training to invigorate discussion
 Roles and evaluation of individual directors
 Composition and effectiveness of each committee
 Constructive dialog with shareholders

ii) MCHC’s Board of Directors received a report on the results of the survey from the 
external consultant and discussed issues and measures to adopt based on the 
results in May 2018.

iii) In light of the above, the Chairperson evaluated the effectiveness of MCHC’s 
Board of Directors and each committee and reported the results to the Board of 
Directors in June 2018.

3. Outline of evaluation results
 (1) Summary
The evaluation concluded that MCHC’s Board of Directors as well as the 
Nominating Committee, the Compensation Committee and the Audit 
Committee are being managed appropriately and that their effectiveness is 
being generally maintained, primarily through management supervisory 
functions. The results of the survey showed a high proportion of responses 
provided a positive evaluation on most questions about both outside 
directors and internal directors.
In particular, in response to the previous year’s evaluation results, the 
provision of information to outside directors was improved by taking the 
measures listed in 4 below. Further, it was confirmed that constructive 
discussions were held at the Board of Directors, the internal control and 
risk management systems were appropriately supervised and opportunities 

for training to promote lively discussion at Board meetings, especially by 
outside directors, were appropriately provided.
In regard to each committee as well, it was confirmed that the management 
of each committee and feedback to the Board of Directors had been carried 
out appropriately and, in particular, that the Audit Committee had adequately 
supervised the business execution of corporate executive officers.

 (2) Initiatives aimed at improvements
However, we will promote initiatives aimed at further improvements in the 
issues below that were recognized in the results of the survey and through 
discussion at the Board of Directors.
i) Board of Directors’ documents and explanation methods
  In light of the role (the formulation of basic management policy and the supervision 

of overall management) of the Board of Directors of MCHC, which is a pure 
holding company, MCHC will improve the following: (1) Board of Directors’ 
documents: issues of discussion and risks identified in the process of decision 
making on business execution will also be included for evaluation and the 
checking function from a viewpoint that differs from business execution will be 
strengthened; (2) Prior explanation to outside directors: when resolving large-scale 
financing and investment projects, information without exaggeration or omission 
will be provided in advance and an environment will be developed that enables 
more appropriate support for decision making on business execution; and (3) 
Method of explaining agenda items: points at issue will be clarified to enable 
substantive discussion from diverse viewpoints.

ii) Supervision regarding responses to crises such as natural disasters and cyber security
  The discussion outcomes and report details of the MCHC Risk Management 

Committee, which is chaired by the President and holds meetings once a year, are 
reported to the Board of Directors. The Committee enables the Board of Directors 
to directly supervise the status of responses to risks that include natural disasters 
and cyber security.

4. Measures to address the results of the previous evaluation
As the evaluation of effectiveness conducted in FY2016 identified the 
issues that i) the provision of information to outside directors should be 
enhanced and ii) the Board of Directors should be conducted more 
efficiently, we took the following measures in response.

For i), we made important matters discussed and reported at Corporate Executive 
Officers Committee subject to reporting to the Board of Directors and expanded 
the content of information provision utilizing the company’s internal database. 
Further, by using the regular information exchange meetings with corporate executive 
officers, the departments responsible for managing business strategy in the four 
business domains provided explanation regarding each business strategy. In addition, 
we endeavored to enhance the provision of information through inspections of Group 
companies and operating sites in Japan and overseas.

For ii), in order to efficiently manage and supervise the status of business execution by the 
Board of Directors, we integrated the format of explanations in business execution 
reports provided by corporate executive officers and managed the progress of the 
medium-term management plan through new business monitoring methods.

MCHC will continue to enhance the efficiency of the Board of Directors in light 
of the latest evaluation results of the effectiveness of the Board of Directors and 
each committee and the various opinions presented by each director.

Executive directors 
25%

Non-executive directors
75%

Internal directors 58% Outside directors 42%

The Board of Directors determines basic management policies such 

as medium-term management strategies and annual budgets, and 

supervises the execution of business by the corporate executive 

officers, who are in principle delegated to responsibility to decide about 

business execution based on these basic policies, with the exception 

of matters that must be legally resolved by the Board of Directors.

To reflect diverse opinions in management as well as to strengthen 

supervisory functions, MCHC has elected not only internal directors 

who have an intimate knowledge of the Group’s business domains 

along with specialized fields including management strategies, 

finance, compliance and corporate governance, and technology, but 

also five outside directors with experience in corporate management, 

expertise in social and economic issues, science and technology, 

as well as ICT, and accreditations as certified public accountants 

and attorneys. To strengthen supervisory functions of the Board of 

 Concept of roles and constitution of Board of Directors

Directors, a majority of the directors are in non-executive roles.

MCHC’s Articles of Incorporation restrict the number of directors 

to 20 or less. As of June 26, 2018, there were 12 directors, 

including five outside directors and three directors who also serve 

as corporate executive officers. The term of each director is one 

year, which helps to clarify management responsibilities and to 

establish a management structure that is able to swiftly respond 

to changes in the business environment.
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Policies on Deciding Remuneration for Directors 
and Corporate Executive Officers

Directors

 Remuneration for directors consists only of basic remuneration (fixed remuneration).
 Basic remuneration is based on title and classification such as full-time or part-time.
 The amount of remuneration is determined at a necessary level for 
securing personnel suitable for carrying out the responsibilities of a 
director of the company with a nominating committee, etc., while also 
taking into consideration the levels of other companies.

Directors and corporate executive officers have different remuneration 
schemes, which are decided by the Compensation Committee based on 
the following policies.

* When a director concurrently serves as a corporate executive officer, remuneration as a 
corporate executive officer is applied.

Remuneration
for Directors

Basic Remuneration
(Fixed)

(Notes) 
1. The total amount of remuneration that MCHC and its subsidiaries paid is stated above.
2. Remuneration paid by MCHC comprises ¥284 million for 11 directors (including ¥69 million for five outside 

directors) and ¥277 million for five corporate executive officers. 
3. MCHC pays directors who concurrently serve as corporate executive officers remuneration as corporate 

executive officers in line with the policy described above.
4. Performance-based remuneration for directors (internal) was paid as performance-based remuneration for work performed 

as a corporate executive officer to directors (internal) who served as corporate executive officers in the preceding period.
5. Performance-based remuneration for corporate executive officers is remuneration that MCHC paid in the form of stock options.

Total Amount of Remuneration for Officers (FY2017)

Category Number of 
Persons

Amount of remuneration paid
 (millions of yen)

Basic 
remuneration

Performance-based 
remuneration Total

Directors (internal) 6 250 10 260

Directors (outside) 5 69 - 69
Corporate Executive 
Officers 5 258 65 323

Total 16 577 75 652

Corporate Executive Officers

Performance-based (variable) remuneration is determined after discussion 
at the Compensation Committee based on the amount and number of 
shares calculated by means of the formula below.

 Remuneration for corporate executive officers consists of basic remuneration 
(fixed remuneration) and performance-based remuneration (variable remuneration).

 Basic remuneration is based on title and duties such as having the right of 
representation.

 The amount of remuneration is determined at a level necessary for 
securing outstanding personnel and improving MCHC’s competitiveness, 
while also taking into consideration the levels of other companies.

 Performance-based remuneration entails cash bonus and stock options as 
stock-based remuneration (¥1 per share stock options) to enhance sustainable 
medium- to long-term corporate value as well as create incentives 
associated with shareholder value.

 The baseline cash amount/number of shares vary within a range of 
0-200% according to the degree of performance achieved and the higher 
the person’s title, the higher the ratio of performance-based remuneration 
to total remuneration.

* Company performance evaluation is determined after discussion at Corporate Executive Officers 
Committee based on the status of achievement of targets for each fiscal year.
Targets for each fiscal year are established based on Indices associated with the pursuit of 
economic and capital efficiencies (MOE), the pursuit of innovation (MOT) and the enhancement 
of sustainability (MOS).

-MOE Indices: Indices related to core operating income, ROE, ROIC and free cash flow
-MOT Indices: Indices related to efficiency of R&D, dominance of technology and consistency with social needs
-MOS Indices: Indices related to reduction of environmental impact, contribution to health and medical treatment, 

compliance and prevention of accidents and disasters

* Variable within the range of 0-200%.

* The case of the President

Performance-based 
Remuneration (Variable)

Basic amount and number 
of shares by title

Coefficient linked to company 
performance evaluation*

Basic remuneration (70%) Cash bonus (15%)
Stock-based 
remuneration 

(stock options) (15%)

Basic Remuneration
(Fixed)

Performance-based 
Remuneration (Variable)

Remuneration for
Corporate Executive

Officers

Basic remuneration 
(fixed) 

Performance-based 
remuneration (variable)

 Nominating Committee

The Nominating Committee nominates candidates for directors 

and corporate executive officers, as well as the presidents of 

major directly-owned subsidiaries that are not listed subsidiaries: 

MCC and LSII. In consideration of transparency and fairness 

in the process of nominating candidates, an outside director 

serves as the chairperson of the committee.

 Compensation Committee

The Compensation Committee determines the remuneration 

amount of individual director and corporate executive officer. 

It also determines the amount of remuneration for each of the 

presidents of major directly-owned subsidiaries that are not 

listed subsidiaries. Moreover, an outside director serves as the 

chairperson of the committee to increase transparency and 

fairness in the decision-making process.

 Audit Committee

The Audit Committee audits the execution of duties by 

corporate executive officers and directors, and reviews the 

Group’s internal control systems, etc. In principle, the committee 

meets once a month. The Audit Committee consists of five 

members, including three outside directors. With two full-time 

members, the Audit Committee collaborates closely with the 

accounting auditor, the Internal Audit Office which conducts 

internal audits, and the Internal Control Office which formulates 

and promotes policies on maintenance of internal control 

systems, to reinforce the audit system administered by the Audit 

Committee. An internal director who is a full-time member of the 

Audit Committee serves as the chairperson of the committee 

to ensure the smooth collection of information and sufficient 

cooperation between departments.

 Director Remuneration

The remuneration for each director and corporate executive 

officer is decided by the Compensation Committee based on 

the following policies.

The remuneration standards and the ratio of basic remuneration 

and performance-based remuneration are continually 

deliberated, and the policies are reviewed at the Compensation 

Committee as necessary.
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 Activities of Outside Directors

Name Activities
Attendance at Meetings of the 

Board of Directors and Committees 
(FY2017)

Takeo 
Kikkawa

At Board of Directors meetings, Mr. Kikkawa makes remarks as necessary based 
on his profound insight into company management from the perspective of 
business history and his experience as an expert in theories on the energy industry. 
As the chairperson of the Nominating Committee, he takes care of committee 
procedures and reports the findings to the Board of Directors. As a member of the 
Compensation Committee, he expresses his opinion as necessary at meetings.

Board of 
Directors

10 / 10 100%

Nominating 
Committee

6 / 6 100%

Compensation 
Committee

6 / 6 100%

Taigi Ito

At Board of Directors meetings, Mr. Ito comments as necessary, utilizing his 
experience and strong perceptions as a certified public accountant. As a member 
of the Audit Committee, he proposes audit plans, monitors audits in progress 
and their results, and expresses his opinions as required. As the chairperson of 
the Compensation Committee, he oversees meeting procedures and reports the 
results to the Board of Directors.

Board of 
Directors

10 / 10 100%

Audit Committee 13 / 13 100%

Compensation 
Committee

6 / 6 100%

Kazuhiro 
Watanabe

At Board of Directors meetings, Mr. Watanabe makes remarks as needed, utilizing 
his experience and profound insight as a prosecutor and lawyer. As a member 
of the Audit Committee, he proposes audit plans, monitors audits in progress 
and their results, and expresses his opinions as required. As a member of the 
Compensation Committee, he expresses his opinion as necessary at meetings. 

Board of 
Directors

10 / 10 100%

Audit Committee 13 / 13 100%

Compensation 
Committee

6 / 6 100%

Hideko 
Kunii

At Board of Directors meetings, Ms. Kunii makes remarks as necessary, utilizing 
her extensive experience as a corporate manager and an expert in information 
processing, as well as her profound insight into diversity promotion. As a member of 
the Nominating Committee, she expresses her opinion as necessary at meetings. 
As a member of the Audit Committee, she proposes audit plans, monitors audits in 
progress and their results, and expresses her opinions on necessity.

Board of 
Directors

9 / 10 90%

Nominating 
Committee

6 / 6 100%

Audit Committee 13 / 13 100%

Takayuki 
Hashimoto

Utilizing his extensive experience in corporate management and profound insight 
into ICT, Mr. Hashimoto expresses his opinions as required at Board of Directors 
meetings. As a member of the Nominating Committee, he also expresses his 
opinions as needed at Nominating Committee meetings.

Board of 
Directors

10 / 10 100%

Nominating 
Committee

6 / 6 100%

Takayuki Hashimoto, Outside Director

Message from an Outside Director

By accelerating the globalization of governance and 
strengthening our unique regional initiatives, we will pursue 
growth of the Group.

At the end of January 2018, I had an opportunity to visit MCHC 
Group companies in the United States. My visit had three 
objectives: to confirm whether defensive governance was 
functioning appropriately, to comprehend and provide advice 
on the progress status of offensive governance, and to alleviate 
the so-called asymmetry of information by gaining a good 
understanding of business operations by seeing local places of 
business with my own eyes and communicating with people. 
In regard to defensive governance, I was able to confirm 
that since Mitsubishi Chemical Holdings America, Inc. was 
established in 2010, it had undertaken governance and risk 
management of more than 40 MCHC Group companies in the 
U.S. Moreover, when Mitsubishi Chemical America, Inc. was 
established in April 2017, marketing, business development, 
brand strategy, human resources strategy, and product and 
solutions development of MCHC Group companies in the U.S. 
were integrated and globalization was accelerated. At present, 
the unification of business cards, collaborative exhibitions at 

exhibitions and joint approaches to specific industries are still in 
their infancy but I confirmed that they are steadily progressing. 
Subsequently, I visited six companies and I heard many people 
welcome the fact that the Group had gained an opportunity to 
display synergies. However, as we are lagging behind in regard 
to the initiatives of European and American companies that are 
actively engaged in globalization, I believe we need to adopt 
unique initiatives while increasing the speed of our globalization. 
This can only be achieved by transferring authority to local 
companies, carrying out decision-making in places that are 
close to markets and providing optimal solutions with global 
high added value. I think that our business in the innovative U.S. 
has great potential and if we further hone our sensitivity and 
responsiveness to the market and our intra-regional integration 
capability, it will make a big contribution. I am convinced that this 
experience will have a positive impact on the Japan side and lead 
the Group to its next stage of growth.
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