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The corporate governance of Seibu Holdings Inc. (hereinafter, the “Company”) is described below.

I. Basic Views on Corporate Governance, Capital Structure, Corporate Attributes and

Other Basic Information

1. Basic views

The Seibu Group strives to maximize corporate value and shareholder value by fulfilling its social
responsibilities through its business activities and earning the trust of its shareholders, customers, and
all other stakeholders based on its Group Vision, which incorporates its management philosophy and
management policy, and the Seibu Group Corporate Code of Ethics, which sets forth the Group’s
fundamental rules on compliance. To further promote corporate governance, the Group works to
improve management soundness and transparency, to raise the level of and to accelerate
decision-making by management, centered on the Board of Directors, and to continuously strengthen
the entire Group’s internal control systems. In addition, to ensure the rights and equal treatment of
shareholders, the Group engages in constructive dialogue with shareholders to improve corporate
value and shareholder value over the medium to long term, and strives for timely and appropriate
disclosure of information and appropriate cooperation with its stakeholders.
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(1) Reasons for non-compliance with the principles of the Japan’s Corporate Governance
Code

The Company complies with the principles of the Japan’s Corporate Governance Code.

(2) Disclosure based on the principles of the Japan’s Corporate Governance Code

[Principle 1.4 Cross-Shareholdings]

The Company will hold shares in other stock companies (excluding subsidiaries and associates
comprising the Seibu Group) if management makes the overall decision that doing so will contribute
to improving the Seibu Group’s corporate value over the medium to long term and help benefit
stakeholders by strengthening a trade relationship and thereby generating business synergies, or
yielding other advantages.

Each year, the Company comprehensively reviews the rationale for continuing to hold individual
cross-shareholdings from a qualitative and a quantitative perspective. From a qualitative perspective
the Board of Directors considers matters such as the notion of strengthening the trade relationship,
business synergies in that regard, and potential going forward in light of changes in the Company’s
business environment and other factors, and from a quantitative perspective the Board of Directors
considers matters such as whether or not capital efficiency indicators calculated on the basis of
contribution to annual earnings (trading profit, dividends, etc.) exceed the Company’s capital cost.
The Company successively reduces holdings of shares for which results of the review indicate that
rationale to retain such holdings is lacking.

When exercising its voting rights, the Company appropriately exercises such rights from the
perspective of whether or not a proposal put forward by the company in question will contribute to
improving the corporate value of the company in question and the Seibu Group over the medium to
long term. The Company makes overall decisions to approve or disapprove of important proposals
that could particularly affect the corporate value of the company in question and the Seibu Group,
upon having engaged in dialogue with the company in question. Proposals that are to be deemed as
important by the Seibu Group include the following.

«  Proposals involving election of Directors and Audit & Supervisory Board Members (in cases of
prolonged slump in business results, misconduct, legal violations, etc.)

»  Proposals involving organizational restructuring

»  Proposals involving anti-takeover measures, etc.

[Principle 1.7 Related Party Transactions]

When the Company’s Directors conduct related party transactions, including transactions involving
conflicts-of-interest transactions and competitive transactions, etc., those Directors adhere to the
Companies Act, the provisions of the Regulations on the Board of Directors and Rules on Directors,

and in principle obtain the approval of the Board of Directors. When deliberating on such
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transactions, the Board of Directors carefully deliberates on whether the transaction is rational and its
conditions are appropriate. Thus the Board of Directors strives to ensure that the transaction does not
harm the interests of the Company or the common interests of its shareholders, and to prevent any
concerns with respect to such harm.

In addition, investigations are carried out in the Company on a regular basis in regard to related party
transactions carried out by corporate officers in the Seibu Group and major shareholders in order to
grasp and recognize related party transactions and stop transactions that are in conflict of interest with
the interests of the Company or shareholders.

[Principle 2.6 Roles of Corporate Pension Funds as Asset Owners]

The Company has established a Retirement Benefit Plan Steering Council which consists of general
managers and section managers from the Personnel Department, the Accounting Department, the
Finance Department and the Corporate Strategy Department. The council engages in discussions on
matters that include management of plan assets, basic policies, ratios of policy-related asset holdings,
and institutions entrusted with managing assets. Moreover, all asset management institutions that the
Company entrusts with managing plan assets have established systems for periodically monitoring
and conducting guantitative assessment drawing on the knowledge of outside experts, subject to
Japan’s Stewardship Code. Voting rights with respect to the Company’s shares are exercised in
accordance with standards for decision-making of institutions entrusted with managing assets, and
there are no matters involving conflict of interest in that regard.

[Principle 3.1 Full Disclosure]
(1) Management philosophy and business plans

The Company discloses the Group Vision, which acts as its management philosophy and provides
guidelines for employee behavior, as well as the Seibu Group’s Long-Term Strategy and
Medium-Term Management Plan. For details, please refer to the Company’s website:
http://www.seibuholdings.co.jp/en

(2) Basic views and policies on corporate governance

The Company’s basic views on corporate governance and its associated policies based on the five
general principles of the Japan’s Corporate Governance Code are set out in the section of this
report entitled “I. 1. Basic views.”

(3) Policies and procedures for the Board of Directors in determining the remuneration of senior
management and Directors

The remuneration system of the Company’s Directors (excluding outside Directors) consists of
basic remuneration and stock options for share compensation in accordance with the
Remuneration Policy for Directors of Seibu Holdings stipulated by the Company, and that for
outside Directors consists of basic remuneration only, provided from the perspective of their roles
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(4)

®)

and independence.

A representative director who has been entrusted by the Board of Directors determines the basic
remuneration of a Director in accordance with the Director’s duties and responsibilities, within
the maximum total remuneration determined by resolution of the General Meeting of
Shareholders. When a representative director determines such matters, he or she consults with the
Remuneration Advisory Committee, among whose members are four outside Directors forming a
majority, to ensure objectivity and transparency of remuneration decisions.

The Board of Directors decides the number of stock options for share compensation of each
Director based on internal rules, which shall be set within the maximum total number determined
by resolution of the General Meeting of Shareholders, according to the duties and responsibilities
of each Director in order to increase their morale and motivation.

Policies and procedures for the Board of Directors in appointment or dismissal of senior
management and nominating candidates for positions as Directors and Audit & Supervisory
Board Members

When nominating the candidates for the position of Director, the Board of Directors nominates
candidates for reappointment following deliberation of whether the individual deserves to be
reappointed on the basis of his/her contribution to corporate value and other aspects of the
Company during his/her term of office. New candidates for appointment are nominated following
deliberation of whether the individual has outstanding character and insight, and is a talented
individual who can contribute to increasing corporate value.

The Board of Directors makes decisions after having consulted with the Nomination Advisory
Committee, among whose members are four outside Directors forming a majority, to ensure
objectivity and transparency concerning the decision of candidates for the position of Director
Matters relating to policies and procedures for dismissal of Directors are stipulated in the Rules
on Directors. Accordingly, if a Director acts in a manner that raises suspicions of fraud, illegality
or perfidy, or if a Director lacks competence or otherwise acts in a manner unbecoming of a
Director, then the Board of Directors is to call for the resignation of the Director or convene a
General Meeting of Shareholders where a proposal is submitted calling for his or her dismissal.
Audit & Supervisory Board Members, meanwhile, occupy a highly independent position and their
duties entail auditing the execution of duties of the Directors. Bearing that in mind, the Board of
Directors decides on candidates for the position of Audit & Supervisory Board Member following
deliberation of whether or not the candidate has the keen insight and abundant experience,
knowledge, and other attributes necessary to fulfill his/her duties. Before making its decision, it
obtains consent of the Audit & Supervisory Board with regard to the candidate in question.

Explanation of individual appointments or dismissal of senior management and nominations of
candidates for the positions as Directors and Audit & Supervisory Board Members by the Board
of Directors based on (4) above

In the process of nominating or dismissing Directors and Audit & Supervisory Board Members,
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the Board of Directors resolves whether to approve the nomination or dismissal of such
candidates, after deliberating on the reasons for their nomination or dismissal. Then by including
the reasons for nomination or dismissal in the Reference Documents for the General Meeting of
Shareholders, the Company ensures full transparency for shareholders and other stakeholders.

[Supplementary Principle 4.1.1 Scope of Matters Delegated to Management]

In order to increase the Group’s corporate value effectively and efficiently, the Company’s Board of
Directors clearly stipulates matters to be resolved by the Board of Directors, as well as the scope of
management decision-makers, by establishing the Regulations on the Board of Directors and the
Regulations on Delegation of Authority according to laws and regulations and the Articles of
Incorporation.

Specifically, the Board of Directors is in principle responsible for making resolutions relating to
issues that represent the strategic direction of the Group as a whole, such as the Group’s management
plans, introduction of key internal rules and their amendment or abolition, and approval of large new
projects and plans for major capital expenditure. The Company implements these projects
appropriately, appointing management decision-makers to execute related duties according to the
scale and nature of the project in question.

[Principle 4.8 Effective Use of Outside Directors]

The Seibu Group’s businesses span a wide range including the urban transportation and regional,

hotel and leisure, and real estate. Management therefore believes it is appropriate to ensure 1/3 or
more of the individuals making up the Board of Directors be diverse personnel serving as independent
outside Directors. On that basis, the Company appointed four independent outside Directors with the
qualities necessary to adequately fulfill their roles and responsibilities to contribute to sustainable
growth and increased corporate value over the medium to long term. The four independent outside
Directors presently serving are currently adequately fulfilling their roles and responsibilities.

[Principle 4.9 Independence Standards and Qualification for Independent Outside Directors]

The Company has established its own independence standards, which are informed by the judgment
criteria regarding independence of independent officers stipulated by the Tokyo Stock Exchange, for
application as the independence standards for appointment of outside Directors and outside Audit &
Supervisory Board Members. The Company endeavors to consider its judgments on independence
from multiple perspectives to ensure not only that a Director meets the above independence standards,
but also that effective independence is actually secured. The Board of Directors, while referring to the
independence standards, strives to nominate candidates who can be expected to contribute to frank,
active, and constructive discussions and examinations. The four current independent outside Directors
are adequately meeting these expectations.

[Supplementary Principle 4.11.1 Policies and Procedures for Nominating Directors]

The Company believes that the Board of Directors should comprise an appropriate proportion and
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number of both inside Directors and independent outside Directors as a means of maintaining its
diversity. As a pure holding company, the Company drives the improvement of the Group’s corporate
value over the medium to long term, and inside Directors should therefore have the character,
knowledge, experience, energy and leadership that enable them to contribute to that goal, while
independent outside Directors should have the abundant knowledge, insight, and experience to enable
them to monitor the management from a perspective independent of operating units. In addition, upon
consultation with the Nomination Advisory Committee, among whose members are four outside
Directors forming a majority, the candidates for the positions as Directors are selected based on
whether or not they have outstanding character and insight and whether they are talented individuals
who can contribute to increasing corporate value, and these candidates are proposed to the Board of
Directors, which deliberates on the candidates fully from the same perspectives before commencing
the approval procedure. The approved candidates are appointed as Directors following resolution by
the General Meeting of Shareholders.

[Supplementary Principle 4.11.2 Concurrent Positions Held by Directors and Audit &
Supervisory Board Members]

The Company’s officers, including outside Directors and outside Audit & Supervisory Board
Members, devote sufficient time and effort required to appropriately fulfill their respective roles and
responsibilities. In addition to attending Board of Directors meetings, for example, they attend
Management Council meetings held to discuss important policies relating to business execution and
other important matters concerning all aspects of managing the Company and the Group as a whole. If
a Director or Audit & Supervisory Board Member also serves as an officer at other listed companies,
he/she limits such positions to a reasonable number to avoid any difficulty in executing his/her duties
including attending meetings of the Company’s Board of Directors or Management Council. Each
year the Company discloses any concurrent positions held by them.

[Supplementary Principle 4.11.3 Analysis and Evaluation and Disclosure of Results of the Board

of Directors’ Effectiveness as a Whole]

The Company carries out effectiveness evaluations of the Board of Directors every fiscal year and the
Board of Directors endeavors to appropriately perform its roles and responsibilities.

When carrying out the effectiveness evaluations of the Board of Directors in FY2017, the Company
distributed a questionnaire on the roles and responsibilities of the Board of Directors to all Directors
and Audit & Supervisory Board Members, and obtained the responses (the responses were provided
anonymously). Based on the collated results of the responses, and acting on the advice obtained at
meetings, particularly from outside Directors, the Company carried out analysis from the viewpoints
of composition, effectiveness and running of the Board of Directors, and as a result considered that
the high-level of effectiveness of the Company’s Board of Directors overall is fully ensured.

In particular, the Board of Directors is considered as being able to ensure a high-level of effectiveness
from the point that risk-taking was carried out appropriately through diverse and adequate
examination while giving consideration to internal controls and risk management systems, and from
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the point that the viewpoint and opinions of major investors and other stakeholders were incorporated.
In FY2017, the Company revised the decision making system and devised ways to run meetings to
improve the effectiveness of the Board of Directors meetings. Looking forward, the Company will
make efforts to achieve ongoing improvements in effectiveness of the Board of Directors overall,
through such measures as realizing livelier discussions in the Board of Directors meetings.

[Supplementary Principle 4.14.2 Disclosure of Training Policy]

When taking up their appointments, the Company’s Directors and Audit & Supervisory Board
Members, including outside Directors and outside Audit & Supervisory Board Members, endeavor to
acquire the necessary knowledge regarding the Company, including its business, finances, and
organization, while deepening their understanding of the roles and responsibilities required of them
(including legal liabilities) as a member of a critical body within the Company. After taking up their
appointments, Directors and Audit & Supervisory Board Members continue endeavoring to acquire
and appropriately update necessary knowledge and skills, and the Company provides and arranges
training opportunities suitable to each individual, along with financial support for associated
expenses.

[Principle 5.1 Policy for Constructive Dialogue with Shareholders]
(1) Basic views

The Company’s fundamental approach to supporting sustainable growth of the Group and
improving corporate value and shareholder value of the same over the medium to long term is to
ensure it is fully accountable to participants in capital markets (shareholders, investors, securities
analysts, etc.) by using dialogue to build long-term relationships of trust so that the Company is
valued appropriately.

(2) IR framework

The Company has an Investor Relations Department which focuses exclusively on IR activities
under the direction of the Managing Officer in charge, with the President and director as the chief
IR officer. To link trends in the capital market to the business strategy and to carry out enhanced
IR activities, the Investor Relations Department was established as part of the Corporate
Planning, which plans and manages business strategy as well as tracks management performance.
Under the direction of the Managing Officer in charge of the Corporate Planning Division, the
Investor Relations Department keeps itself accurately and appropriately appraised of the Group’s
circumstances, and disseminates relevant information.

(3) Methods of dialogue

In conducting its IR activities, the Company pursues initiatives to create an environment
conducive to dialogue regarding management policy, financial standing, other information it has
disclosed, and additional matters in which capital market participants are interested.

In specific terms, the Company holds briefings attended by the President and director following
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(4)

its interim and year-end settlement of accounts, at which it explains to securities analysts and
investors the Company’s financial situation, progress with management plans, prospective
management plans, and related matters, thereby deepening dialogue. In addition, the Investor
Relations Department plays a leading role in arranging for suitably qualified representatives of
the Company to visit institutional investors in Japan and overseas, organize tours of the Group’s
facilities, and conduct briefings for individual investors, among other initiatives.

To minimize the information gap, the Company upgrades its IR-related website, preparing and
disclosing English-language versions of financial documents and other materials for capital
market participants overseas.

Feedback to the Company’s managers and management of insider information

The opinions of capital market participants obtained through IR activities are fed back to the
President and director and other management members as appropriate. The Company aims to use
its accurate grasp of the demands of the capital markets and their participants to ensure business
management that takes account of the need to improve corporate value and shareholder value.

In addition, the general manager of the Investor Relations Department attends meetings of the
Information Management Committee as a committee member, which designates and manages
material information, keeping appraised of the situation in a timely and appropriate manner. The
general manager also appropriately manages the handling of insider information during IR
activities.
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2. Capital structure

‘ (1) Foreign shareholding ratio From 20% to less than 30%

(2) Status of major shareholders

Number of shares owned

Name / Company Name Percentage (%)
(Shares)

NW Corporation Inc. 51,158,927 15.18
Japan Trustee Services Bank, Ltd. (Trust Account) 18,406,300 5.46
The Master Trust Bank of Japan, Ltd. (Trust 16,233,900 4.82
Account)
Development Bank of Japan Inc. 9,906,246 2.94
Keikyu Corporation 7,655,200 2.27
Mizuho Bank, Ltd. (Note 1) 7,114,800 2.11
Mizuho Trust & Banking Co., Ltd., Retirement 5,301,800 1.57

Benefit Trust (H Account) (re-entrusted by Trust &
Custody Services Bank, Ltd.)

Japan Trustee Services Bank, Ltd. (Trust Account 9) 5,162,100 1.53
Japan Trustee Services Bank, Ltd. (Trust Account 5) 4,870,900 1.45
Sumitomo Realty & Development Co., Ltd. 4,738,300 1.41

‘ (3) Controlling shareholder (except for parent) ‘ —

‘ (4) Parent ‘ None

(5) Supplementary explanation

(Note 1)  In a statement of changes to a statement of large-volume holdings, which was provided for public
inspection on December 7, 2017, it is stated that as of November 30, 2017, Mizuho Bank, Ltd. and its
joint holders, Mizuho Securities Co., Ltd., Mizuho Trust & Banking Co., Ltd. and Asset Management
One Co., Ltd. and Asset Management One International Ltd. own the shares listed respectively below.
However, as the Company cannot confirm the number of such shares substantially held as of March

31, 2018, the details are not included in the status of major shareholders in the above table.

The details of the aforementioned statement of changes are as follows.

Number of share Holding ratio of share
Name / Company Name certificates, etc. certificates, etc.
(Shares) (%)
Mizuho Bank, Ltd. 9,140,800 2.67
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Mizuho Securities Co., Ltd. 480,800 0.14
Mizuho Trust & Banking Co., Ltd. 2,568,500 0.75
Asset Management One Co., Ltd. 13,266,400 3.88
Asset Management One International Ltd. 833,100 0.24

(Note 2)
shareholders.

(Note 3)

The Company holds 5,184,548 treasury shares and is excluded from the above list of major

Holding ratio is calculated after deducting the amount of treasury shares.

Corporate attributes

(1) Listed stock market and market section

First Section of the Tokyo Stock Exchange

(2) Fiscal year-end

March

(3) Type of business

Land transportation

(4) Number of employees (consolidated) as of
the end of the immediately preceding fiscal
year

1,000 or more

(5) Net sales (consolidated) for the
immediately preceding fiscal year

From ¥100 billion to less than ¥1 trillion

(6) Number of consolidated subsidiaries as of
the end of the immediately preceding fiscal
year

From 50 to less than 100

Policy on measures to protect minority shareholders in conducting transactions with

controlling shareholder

No items to report as the Company does not have controlling shareholder.

Special circumstances which may have material impact on corporate governance

Not applicable.

10
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1. Business Management Organization and Other Corporate Governance Systems

regarding Decision-making, Execution of Business, and Supervision in Management

1. Organizational composition and operation

(1) Organization form

Organization form Company with Audit & Supervisory Board
Members

(2) Directors

(i) Maximum number of Directors stipulated in 15
Articles of Incorporation

(ii) Term of office stipulated in Articles of 2 years
Incorporation

(iii) Chairperson of the Board President

(iv) Number of Directors 12

(v) Appointment of outside Directors Appointed

(v)-a. Number of outside Directors 4

(v)-b. Number of independent officers registered with | 4
the Tokyo Stock Exchange designated from
among outside Directors

(v)-c. Outside Directors’ relationship with the Company (1)

. Relationship with the Company*
Name Attribute 1.
a|lb|c|dje|flg|lh|i|]]]|Kk
Eiko Ohya From another company o
Takehiko Ogi From another company
Keiji Goto Attorney at law
Masafumi Tsujihiro From another company

*  Categories for “Relationship with the Company”

*  “o” when the Director presently falls or has recently fallen under the category;
“A” when the Director fell under the category in the past

* “e” when a close relative of the Director presently falls or has recently fallen under the category;
“A” when a close relative of the Director fell under the category in the past

a. Executive (a person who executes business; hereinafter, the same) of the Company or its
subsidiaries

b. Non-executive Director or executive of a parent of the Company

c. Executive of a fellow subsidiary of the Company

11
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d. A party whose major client or supplier is the Company or an executive thereof

e. Major client or supplier of the Company or an executive thereof

f.  Consultant, accountant or legal professional who receives a large amount of monetary
consideration or other property from the Company besides compensation as a Director

g. Major shareholder of the Company (or an executive of the said major shareholder if the
shareholder is a corporation)

h. Executive of a client or supplier company of the Company (which does not correspond to any of
d., e., or f.) (the Director himself/herself only)

i. Executive of a company, between which and the Company outside Directors/Audit &
Supervisory Board Members are mutually appointed (the Director himself/herself only)

j.  Executive of a company or organization that receives a donation from the Company (the
Director himself/herself only)

k. Others

12
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(v)-d. Outside Directors’ relationship with the Company (2)

Designation as

Supplementary

Reason for appointment as outside

standard amount
stipulated in “Seibu
Holdings’
Independence
Standards for Outside
Directors and Outside
Audit & Supervisory
Board Members,” and
is therefore considered
immaterial to Ms.

Ohya’s independence.

Name mdssf«ia:edrent exprI;r;?it;%r;r:)iLthe Director/designation as independent officer
* The Company makes | Ms. Ohya possesses abundant knowledge of
donations to the social conditions in Japan and overseas gained
specified non-profit through activities as a commentator and a
organization member of various panels and committees over
ZENSEDAI, of which | many years. We believe that her opinions from a
Ms. Ohya is a broad perspective backed by her knowledge,
representative director. | experience, and other attributes, can be applied
However, the amount | to the Company’s management, thereby helping
donated was ¥1 million | ys to maximize our medium- to long-term
in FY2016 and ¥0 corporate value. Moreover, the Company makes
million in FY2017, donations to the specified non-profit

Eiko Ohya o which falls below the | organization ZENSEDAI, of which Ms. Ohya is

a representative director. However, the amount
donated was ¥1 million in FY2016 and ¥0
million in FY2017, which falls below the
standard amount stipulated in “Seibu Holdings’
Independence Standards for Outside Directors
and Outside Audit & Supervisory Board
Members,” and is therefore considered
immaterial to Ms. Ohya’s independence. Thus
we appointed her as an outside Director, and
registered her as an independent officer with the
Tokyo Stock Exchange.

13
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Name

Designation as
independent
officer

Supplementary
explanation of
the relationship

Reason for appointment as outside
Director/designation as independent officer

Takehiko
Ogi

Mr. Ogi possesses exceptional managerial talent
backed by practical experience as has been
evidenced by his outstanding track record as a
manager bringing about managerial reformin
companies across various industries, along with
particularly impressive results in the area of
consumer-focused corporate management. We
believe that his opinions from a broad
perspective backed by his track record,
experience, and other attributes, can be applied
to the Company’s management, thereby helping
us to maximize our medium- to long-term
corporate value. Moreover, as there is no
personal relationship, capital relationship, trade
relationship or other vested interest between Mr.
Ogi and the Company, we appointed him as an
outside Director, and registered him as an
independent officer with the Tokyo Stock
Exchange.

Keiji Goto

As an attorney, Mr. Goto possesses a high
degree of expertise, abundant experience, and
keen insight with respect to corporate legal
affairs. We believe that his opinions from a
broad perspective backed by his knowledge,
experience, and other attributes, can be applied
to the Company’s management, thereby helping
us to maximize our medium- to long-term
corporate value. Moreover, as there is no
personal relationship, capital relationship, trade
relationship or other vested interest between Mr.
Goto and the Company, we appointed him as an
outside Director, and registered him as an
independent officer with the Tokyo Stock
Exchange.

14
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Name

Designation as
independent
officer

Supplementary
explanation of
the relationship

Reason for appointment as outside
Director/designation as independent officer

Masafumi
Tsujihiro

Mr. Tsujihiro possesses a high degree of
expertise, abundant experience and keen insight
with respect to Japanese economy and corporate
management, gained through his longstanding
experience as Chief Editor of an economics
magazine and his current position as Professor
of the Faculty of Economics at Teikyo
University. We believe that his opinions from a
broad perspective backed by his experience and
track record can be applied to the Company’s
management, thereby helping us to enhance our
medium-to long-term corporate value.
Moreover, as there is no personal relationship,
capital relationship, trade relationship or other
vested interest between Mr. Tsujihiro and the
Company, we appointed him as an outside
Director, and registered him as an independent
officer with the Tokyo Stock Exchange.

15
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(vi) Voluntary establishment of committee(s) Established
equivalent to nominating committee or
remuneration committee

(vi)-a. Committee’s name, composition, and attributes of chairperson

[Committee equivalent to remuneration committee]

Committee’s name Remuneration Advisory Committee

Number of all committee members

Number of full-time members

Number of inside Directors

Number of outside experts

6
0
2
Number of outside Directors 4
0
0

Number of other members

Chairperson Inside Director

(vi)-b. Supplementary explanation

In addition to the President and CEO and one inside Director (the officer in charge of the President’s
Office), the Company appoints four outside Directors as members of the Remuneration Advisory
Committee. Four outside Directors were appointed as committee members in the expectation that they
would provide advice to enhance objectivity when determining remuneration for Directors.

[Committee equivalent to nominating committee]

Committee’s name Nomination Advisory Committee

Number of all committee members

Number of full-time members

Number of inside Directors

Number of outside experts

6
0
2
Number of outside Directors 4
0
0

Number of other members

Chairperson Inside Director

(vi)-b. Supplementary explanation

In addition to the President and CEO and one inside Director (the officer in charge of the President’s
Office), the Company appoints four outside Directors as members of the Nomination Advisory
Committee. Four outside Directors were appointed as committee members in the expectation that they
would provide advice to enhance objectivity when determining candidates for the position of Director.

16
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(3) Audit & Supervisory Board Members

(i) Establishment of Audit & Supervisory Board | Established
(i) Maximum number of Audit & Supervisory 5

Board Members stipulated in Articles of

Incorporation
(iii) Number of Audit & Supervisory Board 4

Members

(iv) Cooperation among Audit & Supervisory Board Members, Accounting Auditor and internal audit

units

opinions and information.

Aiming for mutual cooperation, the Audit & Supervisory Board Members, the Internal Audit and
Internal Control Department, and the Accounting Auditor endeavor to conduct effective and efficient
audits by coordinating closely through regular meetings and other means, and actively exchanging

(v) Appointment of outside Audit & Supervisory
Board Members

Appointed

Board Members

(v)-a. Number of outside Audit & Supervisory 2

with the Tokyo Stock Exchange designated
from among outside Audit & Supervisory
Board Members

(v)-b.  Number of independent officers registered | 2

(v)-c. Outside Audit & Supervisory Board Members’ relationship with the Company (1)

Name Attribute

c

d

e

f

g

h

Relationship with the Company*

J

k

Isao Fukasawa Attorney at law

CPA/ Certified public

Eiji Sakomoto
tax accountant

*  Categories for “Relationship with the Company”

*  “o” when the director presently falls or has recently fallen under the category;
“A” when the director fell under the category in the past
* “e” when a close relative of the director presently falls or has recently fallen under the category;

“ A” when a close relative of the director fell under the category in the past

a. Executive (a person who executes business; hereinafter, the same) of the Company or its

subsidiary

17
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2 o o

—-h

=«

Non-executive Director or accounting advisor of the Company or its subsidiaries

Non-executive Director or executive of a parent of the Company

Audit & Supervisory Board Member of a parent of the Company

Executive of a fellow subsidiary of the Company

A party whose major client or supplier is the Company or an executive thereof

Major client or supplier of the Company or an executive thereof

Consultant, accountant or legal professional who receives a large amount of monetary
consideration or other property from the Company besides compensation as an Audit &
Supervisory Board Member

Major shareholder of the Company (or an executive of the said major shareholder if the
shareholder is a corporation)

Executive of a client or supplier company of the Company (which does not correspond to any of
f., g., or h.) (the Audit & Supervisory Board Member himself/herself only)

Executive of a company, between which and the Company outside Directors/Audit &
Supervisory Board Members are mutually appointed (the Audit & Supervisory Board Member
himself/herself only)

Executive of a company or organization that receives a donation from the Company (the Audit &
Supervisory Board Member himself/herself only)

Others
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(v)-d. Outside Audit & Supervisory Board Members’ Relationship with the Company (2)

Name

Designation as
independent
officer

Supplementary
explanation of the
relationship

Reason for appointment as outside Audit &
Supervisory Board Member/designation as
independent officer

Isao

Fukasawa

As an attorney at law, Mr. Fukasawa
possesses a high degree of expertise, abundant
experience, and keen insight with respect to
corporate legal affairs. We judge that he is
capable of using these attributes to conduct
audits of the Company based on a fair and
neutral perspective and also to provide
appropriate feedback. We believe that Mr.
Fukasawa’s opinions from a broad perspective
backed by his knowledge, experience, and
other attributes, can be applied to the
Company’s management. Moreover, as there
is no personal relationship, capital
relationship, trade relationship or other vested
interest between Mr. Fukasawa and the
Company, we appointed him as an outside
Audit & Supervisory Board Member, and
registered him as an independent officer with
the Tokyo Stock Exchange.
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Name

Designation as
independent
officer

Supplementary
explanation of the
relationship

Reason for appointment as outside Audit &
Supervisory Board Member/designation as
independent officer

Eiji
Sakomoto

As a certified public accountant and certified
public tax accountant, Mr. Sakomoto
possesses a high degree of expertise, abundant
experience, and keen insight with respect to
financial affairs and accounting. We judge
that he is capable of using these attributes to
conduct audits of the Company based on a
fair and neutral perspective and also to
provide appropriate feedback. We believe that
Mr. Sakomoto’s opinions from a broad
perspective backed by his knowledge,
experience, and other attributes, can be
applied to the Company’s management.
Moreover, as there is no personal relationship,
capital relationship, trade relationship or other
vested interest between Mr. Sakomoto and the
Company, we appointed him as an outside
Audit & Supervisory Board Member, and
registered him as an independent officer with
the Tokyo Stock Exchange.

(4) Independent officers

‘ Number of independent officers

Matters relating to independent officers

The Company has established its own independence standards, which are informed by the judgment
criteria regarding independence of independent officers stipulated by the Tokyo Stock Exchange, for
application as the independence standards for appointment of outside Directors and outside Audit &
Supervisory Board Members, and all the outside Directors and outside Audit & Supervisory Board
Members fulfilling these requirements are designated by the Company as independent officers.
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[Independence Standards for Outside Directors and Outside Audit & Supervisory Board Members]

The Company will determine to be independent any person who, in addition to meeting the

independence standards specified by the Tokyo Stock Exchange, does not fall under any of the

following:

(1)  aperson who executes business (“executive”) of “a business partner where net sales to the
business partner account for 2% or more of the Company’s net sales in any of the last three
fiscal years”;

(2)  anexecutive of “a business partner where net sales to the Company account for 2% or more of
the business partner’s net sales in any of the last three fiscal years”;

(3)  anexecutive of “a lender from which the Company borrows funds that account for 2% or more
of the Company’s consolidated total assets in any of the last three fiscal years”;

(4)  anexecutive of “a major shareholder or investor of the Company with an equity ownership
interest of 10% or more in any of the last three fiscal years”;

(5) aconsultant, accounting professional, or legal professional who receives remuneration of more
than ¥10 million a year from the Company in any of the last three fiscal years;

(6)  aperson who receives donation or subsidies from the Company in the annual average amount
of more than ¥10 million over the last three fiscal years or an executive of such an
organization; and

(7)  aspouse or relative within the second degree of kinship of a Director, etc. of the Company and
its consolidated subsidiaries.

(5) Incentives

‘ (i) Incentive policies for Directors Stock options
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Supplementary explanation

The Company has introduced a system for granting share compensation stock options (subscription
rights to shares) to Directors (excluding outside Directors). The system was introduced because there
is a high degree of linkage between the value of these stock options (subscription rights to shares) and
the Company’s business results and share price, and the Company therefore believes it can expect an
increase in morale and the willingness to contribute to improving business results and corporate value
over the medium to long term as a result of granting such stock options.

‘ (if) Recipients of stock options ‘ Inside Directors and Directors of subsidiaries

Supplementary explanation

The stock options (subscription rights to shares) are granted to Directors (excluding outside Directors)
of the Company and Directors of its subsidiaries because there is a high degree of linkage between
their value and the Company’s business results and share price, and the Company therefore believes it
can increase morale and the willingness to contribute to improving business results and corporate
value over the medium to long term as a result of granting such stock options to these directors.

(6) Director remuneration

(i) Disclosure of individual Directors’ Only a portion of the individual Directors’
remuneration remuneration is disclosed.

Supplementary explanation

The Company discloses the amount of officer remuneration, etc. in the Annual Securities Report, the
business report and the Annual Report, and posts these documents on the Company’s website.

In addition to this, the Company discloses the individual remuneration of persons whose total amount
of remuneration, etc. is ¥100 million or more in the Annual Securities Report, stating the total amount
and a breakdown of the remuneration, etc. of those persons.

(ii) Policy on determining remuneration Established
amounts and calculation methods

Disclosure of policy on determining remuneration amounts or calculation methods

The Company’s policy on calculation methods with regard to Directors’ remuneration is reported in
Principle 3.1.3 Full Disclosure above, which specifies disclosure in accordance with the principles of
the Japan’s Corporate Governance Code.
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2.

(7) Supporting system for outside Directors and/or outside Audit & Supervisory Board

Members

The President’s Office and the Corporate Planning’s Corporate Strategy Department support outside
Directors by providing information relating to Board of Directors meetings and assisting in other
ways. In addition, the Company assigns a general manager and two dedicated staff members to Audit
& Supervisory Board Member’s Office to provide support to Audit & Supervisory Board Members
including outside Audit & Supervisory Board Members.

In principle, when a Board of Directors meeting is to be held, the meeting materials are distributed
beforehand, and if it is judged that the provision of an explanation of details to outside Directors is
required in regard to important items, such explanations will be provided.

(8) Status of persons retired from position of Representative Director, President and CEO,

etc.

Not applicable.

Matters on functions of business execution, auditing, supervision, nomination and

remuneration decisions (overview of current corporate governance system)

The Company has adopted a system of a company with Audit & Supervisory Board Members and has
established the General Meeting of Shareholders, Board of Directors and Audit & Supervisory Board
stipulated in the Companies Act as company organizations.

The Board of Directors is composed of 12 Directors (11 men and one woman), four of whom are
outside Directors (all outside Directors are independent officers registered with the Tokyo Stock
Exchange). The Board of Directors meets at least once a month in principle to make decisions on
important matters related to management as well as matters stipulated by laws and regulations, and to
supervise execution of business.

The Company believes that outside Directors in particular play a key role in enhancing the fairness of
management from an objective and independent standpoint while reflecting their abundant knowledge
and insight in management, as well as contributing to the further improvement of the corporate
governance and internal control system, and accordingly has made sure that outside Directors make
up 1/3 or more of all Directors.

Moreover, in order to ensure objectivity when deciding remuneration and the candidates for Directors,
the Company obtains advice in the Remuneration Advisory Committee and the Nomination Advisory
Committee, among whose members, respectively, are four outside Directors forming a majority.

The Audit & Supervisory Board is composed of four Audit & Supervisory Board Members (all men),
of whom two are outside Audit & Supervisory Board Members (both are independent officers
registered with the Tokyo Stock Exchange). The Board meets at least once a month in principle. Each
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Audit & Supervisory Board Member audits the appropriateness and legality of the Directors’
execution of their duties by attending meetings of the Board of Directors and other important
meetings and giving his opinion, exchanging opinions with the representative director, receiving
verbal updates on the status of execution of business from Directors and others as required, and
through other methods.

The Company has adopted a Managing Officer system with the primary aim of ensuring swift and
efficient decision-making and business execution to respond flexibly to changes in the management
environment. In addition, the Company has established the Management Council as an organization
where the Managing Officers and others deliberate on important matters, including proposals to be
submitted to the Board of Directors, and holds meetings twice a month in principle to improve the
quality of decision-making.

For internal audits, the Company has established the Internal Audit and Internal Control Department,
which is independent from divisions that execute business operations, and in order to maintain
soundness in the execution of business, the Company carries out internal audits with a staff put in
place of a general manager and six full-time internal auditors. Moreover, for the internal control
reporting system pursuant to the Financial Instruments and Exchange Act, the Company carries out
evaluation of the effectiveness of the internal controls relating to financial reporting with a dedicated
staff put in place of 11 employees in the Internal Audit and Internal Control Department. Furthermore,
the Company carries out monitoring for the purpose of examining and evaluating the effectiveness
and efficiency of the internal control system and maintaining soundness in the execution of business.
The Internal Audit and Internal Control Department regularly coordinates with the Audit &
Supervisory Board Members and the Accounting Auditor. Financial audits are conducted by Ernst &
Young ShinNihon LLC. The certified public accountants who conducted the financial audit of the
Company for the fiscal year ended March 31, 2017 on behalf of the Accounting Auditor were
Katsuyuki Kawai, Yuji Suzuki and Osamu Suzuki. They were assisted in the financial audit of the
Company by 24 certified public accountants and 33 others.

The Company has concluded limitation of liability agreements with its four outside Directors.
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3.

Reasons for adoption of current corporate governance system

In order to conduct proper allocation of management resources, supervision of business management
and other functions as a holding company, the Board of Directors of the Company is composed of
Directors who are familiar with the Group’s businesses and their management, and independent
outside Directors with abundant knowledge and insight. Moreover, the Company ensures the ability to
improve the quality of decision-making by soliciting opinions and advice from outside Audit &
Supervisory Board Members, attorneys at law, certified public accountants and other experts outside
the Company.

In addition, the Company’s management believes that outside Directors and outside Audit &
Supervisory Board Members contribute to further strengthening corporate governance and internal
control systems by playing a role in improving management monitoring functions, including
providing useful opinions and other feedback on management from a standpoint of objectivity,
neutrality and independence, based on career histories, experience and knowledge that differ from
those of people from inside the Company.

Through the above management structure, the Company believes it can ensure management
soundness and transparency by properly auditing and supervising the execution of business.
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I11. Implementation of Measures for Shareholders and Other Stakeholders

1.

Measures to vitalize the General Meetings of Shareholders and smooth exercise of voting

rights

Supplementary explanations

. Early notification of

General Meetings of
Shareholders

Notice of the Annual General Meeting of Shareholders held in June 2018
was sent out on May 30, 2018, 22 days before the date of the meeting.

. Scheduling General

Meetings of
Shareholders
avoiding the peak
day

The Annual General Meeting of Shareholders held in June 2018 took place
on June 21, 2018, seven days before the peak day.

. Allowing electronic

or magnetic exercise
of voting rights

Since the Annual General Meeting of Shareholders held in June 2007, the
Company has allowed voting rights to be exercised online.

. Participation in

electronic voting
platform

Since the Annual General Meeting of Shareholders held in June 2015, the
Company has participated in the electronic voting platform for institutional
investors operated by ICJ, Inc.

. Providing

convocation notice
in English

The convocation notice for the Annual General Meeting of Shareholders is
fully translated into English and posted on the Tokyo Stock Exchange’s
website and the Company’s website.

. Other

+  Prior to sending the convocation notice for the Annual General
Meeting of Shareholders, the Company has the convocation notice
posted on the websites of the Tokyo Stock Exchange and the
Company.

«  The Company provides a business report utilizing video and narration
at the General Meeting of Shareholders.
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2.

IR activities

Supplementary explanations

Personal briefing
by the
Company’s
representative(s)

Preparation and
publication of
disclosure policy

To secure the understanding and trust of all stakeholders,
including shareholders and investors, by disclosing
corporate information in a timely and impartial manner, the
Company prepared the disclosure policy and posted it on
the Company’s website.

URL:

http://www.seibuholdings.co.jp/ir/fmanagement/policy/

(Japanese)

http://www.seibuholdings.co.jp/en/ir/management/policy/
(English)

Regular investor The Company holds briefings following results Yes
briefings for announcements (after interim and year-end settlement of

analysts and accounts), and whenever necessary to address specific
institutional topics.

investors

Regular investor Several times a year, individual meetings with investors Yes

briefings for
overseas investors

take place in major cities in Europe, the United States and
Asia. The Company President and director, and Executive
Managing Officer brief investors at these meetings.

The Company member also take part in conferences
sponsored by securities companies several times a year and
hold meetings.

Posting of IR
materials on
website

URL:
http://www.seibuholdings.co.jp/ir/ir_material/ (Japanese)

http://www.seibuholdings.co.jp/en/ir/ir_material/ (English)

Materials available: Financial information, non-financial
materials requiring timely disclosure, briefing materials,
Annual and Quarterly Securities Reports, Monthly Reports,
Seibu Group Business Report, Annual Report, etc.

In addition, material information for disclosure to investors
is translated into English and posted on the investor
relations section of the Company’s English-language
website.
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Supplementary explanations

Personal briefing
by the
Company’s
representative(s)

Establishment of
department and/or
manager in charge
of IR

Department in charge of IR: Investor Relations Department
IR supervisor: general manager of the Investor Relations
Department

Administrative contact: manager in charge in the Investor
Relations Department

Other

The Company holds briefings for individual investors
whenever necessary.
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3.

Measures to ensure due respect for stakeholders

Supplementary explanations

a.

Internal rules,
etc. stipulated
for respecting
the position of
stakeholders

The Company sets forth its good faith toward its all stakeholders and its respect
for their viewpoints in its Group Vision and the Seibu Group Corporate Code of
Ethics, and works for the sustainable growth of its businesses and society in
accordance with these documents.

Implementation
of
environmental
activities, CSR
activities, etc.

As an operator of railways, hotels and a wide range of other businesses closely
connected to local communities and society, the Seibu Group conducts its
business activities with the natural and global environment in mind. We also
implement initiatives for progress together with customers and local
communities. To preserve the environment, we have introduced fuel-efficient
trains and buses, and energy-efficient facilities in our hotel and real estate
operations. Other environmental preservation initiatives include reducing CO,
and saving resources through measures such as the use of solar power, and
greenery at facilities, as well as promotion of recycling, forest conservation and
water purification. One of these initiatives is a project called Hanno Seibu no
Mori, which utilizes a forest of approximately 130 hectares (equivalent to
approx. 30 MetLife Domes) in Hanno City, Saitama Prefecture for natural
environment conservation. In addition to ongoing activities to conserve the
nature-rich forest, efforts are also being made to promote the forest’s
development as a safe and secure forest under the vision of it being both a place
of relaxation for citizens of the local region and a popular place for
environmental education such as nature-experience programs. Hanno Seibu no
Mori received the Superlative Stage certification in April 2017. This is the
highest SEGES (“Social and Environmental Green Evaluation System”)
certification given by the Organization for Landscape and Urban Green
Infrastructure, and this is the first time for both the railway industry and
Saitama Prefecture to receive this certification.

In our communication with customers and local communities, we disseminate
information through public relations activities, our website and other media. In
addition, we work to revitalize local communities and enhance cooperation
with them by entering into cooperation agreements with municipalities to hold
various events along our railway lines and fairs for locally produced food and
goods at our hotels, among other activities. Moreover, to provide assistance for
child care, we operate Nicot (child care centers) near Seibu Railway stations,
and hold the Seibu-Juku learning program and various experiential programs as
part of efforts for the Seibu Group Children’s Support Project, which lets
children experience the Group’s diverse businesses to foster their curiosity and
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Supplementary explanations

support their healthy growth. In addition, Seibu Railway’s 40000 series rolling
stock, which started operation in March 2017, won the Prime Minister’s Award
(Grand Award) in the Kids Design Award in recognition of the design’s broad
considerations, including those for children, in September 2017. Moreover, in
October 2017, the Seibu Group’s received certification under the “Tokyo
Metropolitan Government Childrearing Supportive Housing Certification
System” for its design for the rental housing portion of the “(Tentative)
Higashi-Nagasaki Station South Plan” a complex facility scheduled to open in
2019, becoming the first property in Toshima-ku districts to receive such
certification.

¢. Formulation of
policies on
information
provision to
stakeholders

The Company provides information to stakeholders, recognizing that it is
important to earn the trust of its shareholders, investors, and all other
stakeholders by building a good relationship with them through accurate
disclosure of timely and appropriate information in accordance with its Group
Vision and the Seibu Group Corporate Code of Ethics.

d. Other

To put its Group Vision into practice, the Seibu Group trains and deploys
employees to make greater use of their abilities. Respecting their diversity, the
Group strives to create workplaces where its employees can fully display their
capabilities.

Our employee training is aimed at nurturing employees who can act
independently while thinking from a Group perspective. To that end, we
stimulate communication across company borders by supporting skill
improvement for individuals, which is aimed at accomplishing the goals
outlined in the Medium-Term Management Plan, by establishing training based
on a defined road map for personal skill development. In addition,
communication across company borders is stimulated by strengthening group
exchange training.

In addition, we are working to make the personnel system a Groupwide
platform and share personnel data to transfer and deploy employees flexibly
across the Group’s divisions. By doing so, we are promoting workplaces where
employees can innovate from new perspectives.

Moreover, in order to speedily promote the utilization of diverse personnel
throughout the Group, we established the new position of Diversity
Management in the Company’s Personnel Department on April 1, 2015. The
Seibu Group’s basic policy for diversity management is to aim for increased
corporate value through the generation of innovation that arises when we
respect each and every one of our diverse employees who differ in terms of
gender, age, nationality, sense of values, lifestyle, and so forth, and cultivate a

30




Corporate Governance Report

Supplementary explanations

workplace culture that encourages all employees to perform at their maximum
capability and passion. As a first step in these endeavors, the Company is
implementing initiatives centered on the Company’s Personnel Department’s
Diversity Management, which is focused on efforts to encourage participation
by female employees in active roles.

To effectively promote these initiatives, in the three major companies of the
Group, we aim to at least double the ratio of women in management by 2020,
and concerning other important matters, in each company, specific to their
circumstances, we have set targets for specific items such as reducing overtime
hours, improving the utilization rate of men taking parental leave and
improving the utilization rate of vacation leave. To accomplish goals in the
future as well, we aim to provide the support necessary for each employee of
the Group to feel comfortable and be able to realize their full potential. We will
promote improving work environments in a tangible manner with the goals of
engendering awareness, introducing a flexible system for work, and having a
healthy balance between work and childcare mainly by holding various kinds
of seminars, publishing an in-company newspaper, updating the company

website, and having group discussions among employees.

1V. Matters Related to the Internal Control System

1.

Basic views on internal control system and the progress of system development

The Company recognizes that further strengthening the internal control system will contribute to
maximization of the corporate value of the entire Group over the medium to long term. At the start of
the fiscal year, the Company formulates an annual plan based on each of the items of the Seibu
Holdings’ Basic Policy on Internal Controls, having considered the status of initiatives in the previous
fiscal year, and reports the plan to the Board of Directors. At the interim period, a progress report is
made to the Board of Directors and matters to be noted for the second half of the fiscal year are
confirmed to ensure the effectiveness of the plan. Moreover, the execution status is verified at the end
of the fiscal year and points for improvement are identified for reflection in the annual plan for the
following fiscal year. In this way, a PDCA cycle is established.

M Systems to ensure that business is conducted properly (The Seibu Holdings’ Basic Policy on
Internal Controls)

1. Objectives

The purpose of this statement of basic policy is to specify matters for Seibu Group companies,
which include Seibu Holdings Inc. (hereinafter collectively referred to as the “Seibu Group™), such
that pertain to Seibu Group initiatives to develop systems of internal control designed to ensure the
adequacy and legal compliance of its business operations so that the Seibu Group can build a
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managerial platform to enable sustainable growth achieved in the spirit of the “Group Vision.”

The Seibu Group swiftly implements specific measures on the basis of the policies stipulated
below, checks on implementation of such measures, and ceaselessly works to make improvements.

2. System to ensure that Directors and employees of the Seibu Group perform their duties in
compliance with relevant laws and regulations and the Articles of Incorporation

(1) The Seibu Group adheres to the Seibu Group Corporate Code of Ethics which spells out the
fundamental rules that all Seibu Group Directors and employees must take to heart, the aim of
which is to ensure that the Group acts as part of society in upholding its responsibilities and
earning the trust of others. The Seibu Group also instills a firm awareness of the Seibu Group
Corporate Code of Ethics by stipulating guidelines for behavior to be practiced when executing
job duties, and through other means that include distributing compliance manuals to the Directors
and employees and providing them with training in that regard.

(2) In accordance with the Seibu Group Basic Rules on Compliance Systems, the Company has
established the Seibu Group Corporate Ethics Committee, which is chaired by the President and
works on developing a compliance framework for the Seibu Group and also checks on how the
framework is operating. The Company also has a Compliance Department which comprises the
department’s general manager and staff members and is tasked with overseeing compliance
matters. Moreover, the Company also sets up corporate ethics hotlines as well as sexual
harassment and human relations hotlines both within and outside the Company, to enable swift
identification and resolution of issues pertaining to Seibu Group compliance.

(3) The Seibu Group vows to sever any and all ties with antisocial forces. The Seibu Group also
works with law enforcement authorities, attorneys and others in standing against such elements of
society and otherwise takes a firm and organized stand in handling such matters, in accordance
with the Seibu Group Basic Rules on Dealings with Antisocial Forces which stipulate fundamental
principles for addressing matters involving antisocial forces.

(4) The Seibu Group maintains internal regulations that comply with laws and regulations and the
Articles of Incorporation, and the Directors and employees perform their duties in accordance with
such regulations.

(5) The Seibu Group establishes a legal compliance framework to ensure proper execution of duties,
and works to improve units handling legal affairs so that the Group is ready to take firm action
when laws and regulations are revised.

(6) The Seibu Group properly maintains, operates and evaluates internal control systems for financial
reporting, and ensures that respective financial reports are reliable, in accordance with the Seibu
Group Basic Rules on Internal Controls for Financial Reporting.

(7) The Company has established the Internal Audit and Internal Control Department, which functions
independently of operating units. The department is tasked with performing internal audits, and
duly monitors Seibu Group operations to ensure that they are adequate and in compliance with

relevant laws and regulations and internal rules.
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3. System for retaining and managing information pertaining to the performance of duties by
Directors

(1) The Company clearly stipulates which units are to maintain responsibility for managing
information and mechanisms in that regard, and also properly safeguards, manages and uses its
overall information assets, in accordance with the Seibu Group Rules on Information
Management.

(2) All documents pertaining to the performance of Company duties, such as minutes of Board of
Directors and Management Council meetings (including details recorded on electronic media), are
tracked, stored, retained and discarded in accordance with procedures set forth in the Rules on
Documentation. The Company’s Directors and Audit & Supervisory Board Members may inspect

all documents and other such information that has been stored and retained.

(3) The Company ensures proper safeguarding, management and use of information assets contained
in information systems, in accordance with the Seibu Group Rules on Information Security.

4. Rules and other systems to manage financial risk of the Seibu Group

(1) The Company establishes units in charge of controlling risk, while also assessing risk,
preemptively addressing risk-related matters, and forging a framework that enables measures to be
taken swiftly should any specific risk materialize, in accordance with the Seibu Group Risk
Management Policy and the Seibu Group Rules on Risk Management, which stipulates
fundamental approaches and control frameworks for managing risk in the Seibu Group.

(2) The Company’s Internal Audit and Internal Control Department monitors the efficacy and
efficiency of its risk control framework. Any details regarding risk that emerges through such
monitoring is shared with units in charge of risk management.

5. System to ensure that Directors of the Seibu Group perform their duties efficiently

(1) The Company holds meetings of the Board of Directors at least once per month, as a general rule,
for the purpose of deliberating on matters of managerial importance. The Company has also
established the Management Council, which comprises managing officers and others and
adequately deliberates on matters of importance with respect to business execution.

(2) The “Group Vision” of the Seibu Group is shared among its Directors and employees, while Seibu
Group Directors and executives also work to achieve objectives targeted in accordance with
business plans established with the aim of realizing the “Group Vision” in mind. The Company’s
Board of Directors requests that performance reports be provided to executive divisions on a
regular basis, and checks on progress toward achieving planned objectives.

(3) Individual companies of the Seibu Group establish respective organizational structures, divisions
of job duties, and rules on administrative authority to ensure that operations are performed
efficiently and in a systematic manner.
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(4) The Company’s Internal Audit and Internal Control Department monitors operations to ensure that

they are performed efficiently.

6. System to ensure proper business operations in the Group, comprising the stock company and its
parent company and subsidiaries

(1) The Seibu Group shares the “Group Vision” across the entire group, and engages in business
activities drawing on the whole group toward making the “Group Vision” a reality. Moreover,
each company of the Seibu Group adheres to the Seibu Group Corporate Code of Ethics and acts
as a part of society in upholding their responsibilities.

(2) The Seibu Group ensures that decision making and business operations of respective Seibu Group
companies are performed properly and efficiently in accordance with the Seibu Group Rules on
Subsidiary and Associate Management. Furthermore, matters of importance with respect to
business operations of subsidiaries are referred or reported to the Company in accordance with the
categories for operation procedures prescribed in the Seibu Group Rules on Subsidiary and
Associate Management.

(3) The Company’s Compliance Department and Internal Audit and Internal Control Department
readily act in conjunction with relevant units of respective Seibu Group companies in cooperating,
providing guidance and lending support with respect to compliance efforts and internal audits,
aggregating risk data, and forging mechanisms that enable shared contingency response measures.

(4) The Seibu Group ensures that business operations are efficient through active use of information
technologies, while also seeing to it that information systems are managed and operated properly,
in accordance with the Seibu Group Basic Policy on Information Technology, the Seibu Group
Rules on Management and Operation of Information Systems, and the Seibu Group Rules on
Information Security Systems.

7. Matters relating to employees who assist Audit & Supervisory Board Members upon request of
such Audit & Supervisory Board Members for assistance

(1) The Seibu Group establishes Audit & Supervisory Board Member’s Offices each with their own

Board Members in their duties. Audit & Supervisory Board Member’ s Offices staffing is
determined upon giving due consideration to the views of the Audit & Supervisory Board
Members.

8. Matters relating to independence from Directors of employees who assist Audit & Supervisory
Board Members and ensuring effectiveness of instructions given to the relevant employees

(1) Staff members of Audit & Supervisory Board Member’s Offices perform their duties under the

respective general managers and staff members and act as units that assist the Audit & Supervisory
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Audit & Supervisory Board Members’ chain of command.

(2) Matters such as employee reassignment and personnel evaluations involving staff of Audit &
Supervisory Board Member’s Offices are determined upon gaining approval of the Audit &

Supervisory Board Members.

9. System for Directors, employees, and directors, audit & supervisory board members, employees,
etc. of subsidiaries to report to Audit & Supervisory Board Members

(1) Directors and employees of the Company, and directors, audit & supervisory board members and
employees of subsidiaries or persons who received reports from the foregoing persons provide
necessary reports and information to the Audit & Supervisory Board Members.

(2) Reports and information provided to the Audit & Supervisory Board Members, as stipulated in the
previous item, mainly include details regarding:

«  Upgrades and maintenance of internal control systems;

. Internal audits, compliance and risk controls;

. Material matters involving litigation and disputes;

«  The state of initiatives involving internal audit units of individual Seibu Group companies;
. Disclosure of corporate information;

«  Circulation of important documents pertaining to the performance of business operations such as
minutes of Management Committee meetings and approval documents (ringi); and

«  Other matters involving requests of the Audit & Supervisory Board Members for reports or
information.

(3) Directors and employees of the Company, and directors, audit & supervisory board members and
employees of subsidiaries or persons who received reports from the foregoing persons will not be
treated unfavorably on account of their reporting to the Audit & Supervisory Board Members.

10. Other systems to ensure that Audit & Supervisory Board Members perform audits effectively

(1) The Audit & Supervisory Board Members may attend, and state their views at important meetings
such as those of the Management Council.

(2) In order to perform efficient and effective audits, the Audit & Supervisory Board Members may
seek cooperation from individuals and entities including the Compliance Department, Internal
Audit and Internal Control Department, and representative directors and audit & supervisory
board members of respective Seibu Group companies.

(3) The Audit & Supervisory Board Members may seek advice as necessary from outside experts
(attorneys, certified public accountants, licensed tax accountants, etc.).

(4) Expenses necessary for the performance of duties of the Audit & Supervisory Board Members are

35




Corporate Governance Report

to be borne by the Company. When spending audit costs, the Audit & Supervisory Board Members
pay attention to the efficiency and fairness thereof.

(5) The Representative Directors hold regular meetings with the Audit & Supervisory Board Members
where they exchange views regarding key issues pertaining to audits and other such matters.

W Operating status of systems to ensure that business is conducted properly
The operating status for FY2017 is as outlined below.
a. Compliance system

*  The Company conducted Groupwide awareness-building activities with the aim of instilling and
increasing awareness of compliance.

»  To ensure the implementation of the system for managing compliance with financial laws and
regulations, the Company surveyed and organized the status of implementation and
communicated common points for improvement throughout the Group, etc. to each company.

b. Document and information management system

*  To reduce the security risk to information assets and strengthen the Company’s ability to respond
to cyber-attacks, the Company worked to establish systems in accordance with the cyber security
management guidelines of the Ministry of Economy, Trade and Industry.

¢. Risk management system

«  The Company worked systematically and integrally to reduce risks that impede the achievement
of the Medium-Term Management Plan and carried out initiatives as planned.

«  The Company summarized matters indicated by audits at each Group company and shared the
information internally.

d. System for efficient decision-making and business execution in line with management policy

+  The Company analyzed and evaluated a questionnaire conducted to enable the Board of
Directors to achieve its role and responsibilities appropriately and strove to improve the
effectiveness of the Board of Directors, for example by conducting initiatives in line with the
evaluation.

«  The Company revised the decision-making system with a plan to improve the quality and speed
of decision-making from a perspective of increasing the sophistication of corporate governance.

e. Group management system

«  The Company worked to improve the overall operational efficiency and effectiveness of the

Group by having the audit divisions of each company perform joint audits, particularly of
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projects spanning all Group companies.
f. System relating to Audit & Supervisory Board Members

*  To assist the Audit & Supervisory Board Members in performing their duties, the Company
provided dedicated staff for support duties, and ensured their independence.

»  The Company made use of systems for sharing risk information to provide information rapidly.

Please refer to “Reference Material: Figure 17 attached at the end of this report.

2. Basic views on eliminating antisocial forces and progress of related efforts

“Antisocial forces” is the term used in Japan to refer to organized crime groups. The Group instituted
the Seibu Group Basic Rules on Dealings with Antisocial Forces, which stipulate its fundamental
principles for addressing matters involving antisocial forces, as well as frameworks for reporting,
liaising and consulting if any incident involving antisocial forces should occur. These basic rules are
supplemented by a manual on dealing with antisocial forces, guidelines on due diligence when
conducting transactions and guidelines on incorporating provisions regarding elimination of antisocial
forces into contracts. The Company ensures that all Group officers and employees are aware of these
rules and guidelines.

Based on the above rules, the Company ensures that any section of the Company or its Group
companies can consult the internal department in charge of dealing with antisocial forces at any time
if the section has received any contact or unreasonable demand from antisocial forces or similar
groups. In such cases, there is a framework in place to take appropriate measures by notifying or
consulting with experts or law enforcement authorities. The Company takes a firm stand against
antisocial forces, resists threats or intimidation, and precludes any relationship whatsoever with
antisocial forces. Under no circumstances will it take any action that might encourage the activities of
such groups.
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1.

2.

V. Other

Adoption of anti-takeover measures

‘ Adoption of anti-takeover measures Not adopted

Supplementary explanation

Other matters concerning the corporate governance system

+ Internal framework for timely disclosure of corporate information

The Company considers it a basic policy to strive to ensure society’s trust and develop its
businesses by reporting accurately, swiftly and fairly to its shareholders and society in general on
the Group’s activities, including operating results and the status of its businesses.

To that end, the Company instituted the Seibu Group Rules on Information Management to ensure
that its officers and employees are aware of which information is material, and that they manage
such information appropriately. In addition to these rules, the Company also addressed the
management of material information that may require timely disclosure, developing the Seibu
Group Rules on Management of Material Information and Insider Trading and the Seibu Group
Rules on Disclosure of Material Information, and ensuring that all Group companies are aware of
these rules.

Based on these rules, the Company designated the Administration Department as the unit
responsible for managing material information, and appointed the director in charge of the
department as Chief Information Management Officer (hereinafter, “Group Chief Information
Management Officer”). It also appointed Chief Information Management Officers at each Group
company, and put the Corporate Communication Department in charge of timely disclosure.

Timely disclosure procedures

The same procedures relating to timely disclosure apply to the Company and its subsidiaries and
associates; the following items therefore apply to the Company as well as its subsidiaries and
associates.

(a) Information regarding resolutions

The Corporate Planning’s Corporate Strategy Department centrally manages the details of
matters to be submitted to the Company for resolution by each Group company pursuant to
the “Seibu Group Rules on Subsidiary and Associate Management™ while carrying out
comprehensive administration of the Group’s Medium-term Management Plan and budget.
The President’s Office acts as an administrative office for the Board of Directors and the
Management Council for managing the matters to be submitted for resolution to meetings,
and the Corporate Strategy Department and the President’s Office share information with
each other on a regular basis.
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(b)

(©

Based on these submissions, the Information Management Committee investigates whether
resolutions include material facts requiring timely disclosure by the Company and its Group
companies. The committee comprises the Group Chief Information Management Officer and
personnel responsible for information management in the President’s Office, the Corporate
Communication Department, the Corporate Planning, the Corporate Strategy Department, the
Investor Relations Department, and the Administration Department. If material facts
requiring timely disclosure are identified, the Corporate Communication Department
promptly discloses such facts, following resolution by the relevant internal bodies.

Information regarding material events that occur

If a material event occurs, the Company and its Group companies immediately notify the
Administration Department in accordance with the Seibu Group Rules on Crisis Management
and other relevant rules.

Based on such notification, the Information Management Committee investigates whether the
events include material facts requiring timely disclosure by the Company and its Group
companies. The committee comprises the Group Chief Information Management Officer and
personnel responsible for information management in the President’s Office, the Corporate
Communication Department, the Corporate Planning, the Corporate Strategy Department, the
Investor Relations Department, and the Administration Department. If material facts
requiring timely disclosure are identified, the Corporate Communication Department
promptly discloses such facts, following resolution by the relevant internal bodies.

Financial information

The Accounting Department has created a framework to enable it to prepare disclosure
documents including Group companies’ financial information (i.e., quarterly and annual
earnings reports) in consultation with the Group Chief Information Management Officer and
the Corporate Strategy Department and to disclose them within 45 days of the settlement of
accounts, following resolution by the relevant internal bodies.

Please refer to “Reference Material: Figure 2” attached at the end of this report.

39




Corporate Governance Report

Reference Material: Figure 1
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Reference Material: Figure 2

associates

Each department
within the Company/
subsidiaries and

(Chief Information
Management Officers)

Finandal
information

Accounting
Department

Materialevents
thatoccur

41

Information
Management
Committee
Check of whether
material facts are Instruction
included
——3| President's L__sf L ______ >
Office
Corporate G Chief Board of
roup Chie .
Strate Directors, etc.
D N &Y ¢ fo3 Information |------2 > Corporate
epartmen i-
P Management ComrT\um Disclosure
_ R lutionb cation
Officer Reporting esolutionby Department
L . the relevant
Administration | nternal bodies
Department >




