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Abstract

This study investigates the actual state of companies transitioning to company with audit
and supervisory committee established in the Revised Companies Act, and clarification of one
aspect thereof.

From the enforcement of the legal system, as of the end of December 2016, 724 companies
(of which 365 companies are listed with the first section of the Tokyo Stock Exchange) have
expressed their intention to transition to company with audit and supervisory committee. In
formal news releases, the purpose of the transition of each company is offered in a standard
form. However, examination of the Ministry of Economy, Trade and Industry report and
discussion in the “Follow-up Conference about the Stewardship Code and Corporate
Governance Code” reveal that the motivations for the transition vary by company.

Accordingly, in this paper, the circumstances of the motivations for each company’ s
transition were surveyed using various materials. Interviews of members of the audit and
supervisory committee of companies listed with the first section of the Tokyo Stock Exchange
were conducted, and their actual states were investigated.

The results show that the approaches and stances of top management determine which
governance system should be adopted; that is, whether they are carried out with
“management” type ideas. The study concludes that this is one of the common causes for
diversity in the transition purposes of each company. The skills of independent outside
directors are “utilized” effectively when the so-called “governance of attacks” is undertaken. It
is clear that the appointment of such directors is also done by implementing “management”

type ideas.
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