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May 13, 2022 

 

Listed Company Name: TACHI-S CO., LTD. 

Name of Representative: Yuichiro Yamamoto, President & CEO & COO 

 (Code 7239) 

Contact: General Affairs Department (TEL: 042-546-8111) 

 

 

Notice of Receipt of a Letter Containing Shareholder Proposals and the Opinion of 

Board of Directors Regarding the Shareholder Proposals 

 

TACHI-S CO., LTD. (“the Company”) hereby informs that we received a letter (“Shareholder Proposal Letter”) dated 

April 25, 2022, from a shareholder of the Company that contains the shareholder’s proposals (“Shareholder Proposals”) 

regarding the agenda for the 70th Annual General Meeting of Shareholders to be held on June 24, 2022. 

The Company also announces that the Board of Directors resolved its opinion at its meeting held on May 13, 2022, 

regarding the Shareholder Proposals as follows. 

 

 

Ⅰ. Proposing Shareholder 

 

INTERTRUST TRUSTEES (CAYMAN) LIMITED SOLELY IN ITS CAPACITY AS TRUSTEE OF JAPAN-UP 

and Strategic Capital, Inc. 

 

Ⅱ. Details of the Shareholder Proposals and Reason for Proposals 

1. Proposed Agenda 

(1) Revisions to the Articles of Incorporation with regard to the disclosure of cost of equity 

(2) Revisions to the Articles of Incorporation with regard to the cancellation of treasury stock 

(3) Cancellation of treasury stock 

(4) Revisions to the Articles of Incorporation with regard to dialogue with shareholders 

(5) Revisions to the Articles of Incorporation with regard to cross-shareholdings 

 

2. Details of Proposed Agenda and Reasons for Proposals 

As stated in the attached Shareholder Proposal Letter. 

The attached Shareholder Proposal Letter contains the relevant statements in the Shareholder Proposal Letter 

submitted by the proposing shareholder, after formatting adjustments. 
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Ⅲ. Opinion of the Board of Directors regarding the Shareholder Proposals 

 

1. Revisions to the Articles of Incorporation with regard to the disclosure of cost of equity 

(1) Opinion of the Board of Directors 

The Board of Directors opposes this Shareholder Proposal. 

 

(2) Reason for opposing the proposal 

Principle 5.2 of the Corporate Governance Code states, “When establishing and disclosing 

business strategies and business plans, companies should articulate their earnings plans and capital 

policies, and present targets for profitability and capital efficiency after accurately identifying the 

company’s cost of capital. Also, companies should provide explanations that are clear and logical 

to shareholders with respect to the allocation of management resources, such as reviewing their 

business portfolio and investments in fixed assets, R&D, and human capital, and specific measures 

that will be taken in order to achieve their plans and targets.” and does not require disclosure of the 

cost of equity and the basis for such calculation in corporate governance reports. In accordance with 

Principle 5.2 of the Corporate Governance Code, the Company formulates and announces 

management strategies and management plans based on an accurate understanding of its cost of 

capital. In relation to the Corporate Governance Code, we recognize that it is not important to 

disclose the cost of equity figures, but rather to formulate management strategies and management 

plans based on an accurate understanding of the cost of equity. 

As announced in the Notice Regarding a Med-Term Management Plan dated May 27, 2021 

(URL: https://www.tachi-s.co.jp/dcms_media/other/20210527_tachi-s_en.pdf), in order to provide 

new value through our business activities for sustainable growth, and to survive as a truly 

independent company, we have formulated a mid-term management plan “Transformative Value 

Evolution (TVE)” (hereinafter referred to as the Mid-Term Management Plan) for the period from 

FY2021 to FY2024 and are diligently carrying the plan out. In the Mid-Term Management Plan, as 

a financial and capital strategy, the period from FY2021 to FY2024 is positioned to introduce 

“management with an awareness of the cost of capital” and to instill this throughout the Group. It is 

also a period for using ROIC as an important management index for ROE achievement, and we have 

set the strategic goals of “FY2024 ROE Minimum: 8%/Target: 10%” and “FY2024 ROIC 8% or 

higher.” As we stated in FY2020 Financial Result for the fiscal year ended March 31, 2021 (URL: 

https://www.tachi-s.co.jp/dcms_media/other/IR202103_en.pdf), we have been implementing a 

partner strategy in which our global business establishes JV companies with optimal business 

partners in various OEM fields and geographic regions, making mutual use of each partner’s 

strengths in joint manufacturing and marketing. Under such a partner strategy, the tangible and 

intangible capital, including know-how and human resources that we invest for the sustainable 

development of our joint ventures in each region, is also utilized in the management of the joint 

venture companies and other equity-method affiliates that are not our consolidated subsidiaries. We 

believe that it is appropriate to use equity capital and interest-bearing debt as the denominator and 

operating income (losses) after tax, and equity in earnings (losses) of affiliated companies within 
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the scope of consolidation as the numerator of ROIC, which measures how much profit we can 

generate by utilizing the capital we have invested in the group. We work to improve ROIC and 

enhance the corporate value groupwide. 

Thus, when formulating the Mid-Term Management Plan, we neither emphasized nor neglected 

either ROE or ROIC, given their respective implications. On the contrary, we use ROE and ROIC 

as management indicators that we consider appropriate based on our current situation and business 

environment. We formulate our management strategies and management plans after indicating our 

basic policies on business, financial, and capital strategies through an understanding of the cost of 

capital, including the cost of equity, in accordance with the Corporate Governance Code. In addition, 

we believe that the disclosure of the cost of capital, including the cost of equity, should be 

determined after careful consideration by the Board of Directors, including the necessity, 

appropriateness, timing, and method of such disclosure while referring to the dialogues with 

shareholders and investors who have various views on the matter. Consequently, we do not believe 

that it is appropriate to include this proposal in the Articles of Incorporation, a document that lays 

out the basic principles that guide the Company. 

Therefore, the Board of Directors opposes this proposal. 

 

2. Revisions to the Articles of Incorporation with regard to the cancellation of treasury stock 

(1) Opinion of the Board of Directors 

The Board of Directors opposes this Shareholder Proposal. 

 

(2) Reason for opposing the proposal 

The Company believes that it is appropriate to flexibly consider and implement capital policies, 

including the cancellation of treasury stock held by the Company, in an agile manner, based on the 

business environment at the time, and that such efforts will contribute to the Company’s corporate 

value. 

Furthermore, the proposal mentions that the Company holds approximately 1.02 million shares of 

treasury stock as of December 31, 2021. Still, such treasury stock includes the Company shares held 

by the Custody Bank of Japan (approximately 390,000 shares). These shares held by the Custody 

Bank of Japan are shares that the Company disposed of in the form of treasury stock totaling 425,900 

shares (*1) in August 2018 and December 2021 to deliver shares to eligible officers and employees 

under the performance-based stock remuneration plan that the Company introduced for its directors 

and employees as part of its use of treasury stock, and thus these shares have a defined purpose of use. 

Therefore, strictly speaking, the number of treasury stock held by the Company as of March 31, 2022, 

was 629,684 shares, which is equivalent to 1.79% of the 35,242,846 shares issued by the Company, 

and we do not believe that this is an excessive level (*2). 

We will continue to consider various ways to utilize our treasury stock, including continuing the 

performance-linked stock remuneration plan to strengthen our remuneration structure with an 

awareness of corporate governance and using treasury stock in M&A. 

(*1) Of the 425,900 treasury shares we sold to the Custody Bank of Japan, 35,202 were withdrawn 
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by May 2022, and thus the Custody Bank of Japan currently holds 390,698 treasury shares. 

(*2) According to a survey by the Tokyo Stock Exchange and others (“2020 Shareownership 

Survey” dated July 7, 2021), the percentage of treasury stock held by the 3,823 domestic 

listed companies on the Tokyo, Nagoya, Fukuoka, and Sapporo stock exchanges as of 

March 31, 2021 was 4.13%. 

 

As stated above, we believe that the Company’s treasury stock holding is reasonably conducted 

based on a rational necessity. In addition, we do not think that it is appropriate to include the content 

of the request in provisions in the Articles of Incorporation, a document laying out the basic principles 

that guide the Company.  

Therefore, the Board of Directors opposes this proposal. 

 

3. Cancellation of treasury stock 

(1) Opinion of the Board of Directors 

The Board of Directors opposes this Shareholder Proposal. 

 

(2) Reason for opposing the proposal 

The reason for opposition is the same for opposition as stated in “2. Revisions to the Articles of 

Incorporation with regard to the cancellation of treasury stock” above. 

 

 

4. Revisions to the Articles of Incorporation with regard to dialogue with shareholders 

(1) Opinion of the Board of Directors 

The Board of Directors opposes this Shareholder Proposal. 

 

(2) Reason for opposing the proposal 

The Company wishes to deepen our shareholders’ understanding of our business, environment, 

and management policies through constructive dialogue, while at the same time making use of their 

valuable opinions in the development and expansion of our business activities. 

From this perspective, we have published the TACHI-S Basic Policy of Corporate Governance 

(URL: https://www.tachi-s.co.jp/dcms_media/other/governance.pdf [in Japanese only]) and 

appointed an officer in charge of the Corporate Management Division to oversee such dialogue in 

order to promote constructive dialogue with our shareholders from the perspective of the Group’s 

sustainable growth and medium- to long-term enhancement of our corporate value. Based on the above 

policy, the officer and employees in charge of investor relations hold individual meetings with 

shareholders. We have developed a system to report opinions, etc., received from shareholders during 

individual meetings to senior management and outside directors as appropriate. We have held 

individual meetings with the shareholder who made this proposal based on the above-stated policy. 

We will continue to review our disclosure policy. If a shareholder requests an individual meeting with 

one or more officers, we will consider and determine our response as a company, including consulting 
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with the officers who will conduct the meeting, based on the background and other details relating to 

the request and our circumstances, and hold an individual meeting with the shareholder to the extent 

reasonable. Moreover, the representative directors will hold meetings to announce our financial results 

and create and promote opportunities for constructive dialogue with shareholders and listen to the 

opinions of our shareholders while working to gain their understanding of our management policies. 

On the other hand, it is difficult to establish a clear and reasonable threshold for “shareholders who 

hold more than a certain number of voting rights” and to take special measures to respond to requests 

for meetings from such shareholders, as outlined in this proposal. The Board of Directors does not 

believe that it is appropriate to include the request in provisions in the Articles of Incorporation, a 

document that lays out the basic principles that guide the Company. 

Therefore, the Board of Directors opposes this proposal. 

 

5. Revisions to the Articles of Incorporation with regard to cross-shareholdings 

(1) Opinion of the Board of Directors 

The Board of Directors opposes this Shareholder Proposal. 

 

(2) Reason for opposing the proposal 

Cooperative relationships with various stakeholders are essential for the Group to survive the 

global competition and continue to grow sustainably as an automotive parts manufacturer. Our basic 

policy regarding cross-shareholdings, which we hold for business environment and business strategy 

requirements, is to continue to maintain a reasonable number of cross-shareholdings that we consider 

necessary for our business in the future to a reasonable extent while changing the content of our 

holdings, including reducing the size, in accordance with new and evolving business opportunities. 

Specifically, with regard to listed stocks, our basic policy is to keep the balance of cross-

shareholdings below 10% of consolidated net assets. The Board of Directors then verifies the 

appropriateness of holding each individual stock by scrutinizing and considering the purpose and 

economic rationale for owning the stock. 

 

Based on the above-stated policy, the Board of Directors examined the appropriateness of holding 

each individual stock. As a result, the Company sold all of its shares in five stocks (totaling 1,482 

million yen) in the fiscal year ended March 31, 2022, thereby reducing the balance of cross-

shareholdings as of March 31, 2022, to 9.3% of consolidated net assets. In the fiscal year ending 

March 31, 2023 and beyond, the Board of Directors will continue to examine the appropriateness of 

holding each individual stock by examining and considering the purpose and economic rationale for 

holding the cross-shareholdings in detail. We will also endeavor to obtain our shareholders’ 

understanding of our holdings and reductions in the cross-held shares by examining the 

appropriateness of holding each individual stock and explaining the purpose of keeping them and our 

policy regarding their sale.  

 

As described above, we are in the process of considering and making decisions on holding or 
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selling each individual stock through the above policies and initiatives. We do not believe that it is 

necessarily an appropriate approach for us or our stakeholders to require us to inform the issuing 

company of our intention to sell its stocks regardless of our intention, or the intention of the issuing 

company, and to disclose the issuing company’s response, as described in this proposal. It is 

appropriate to maintain the current policy where the Board of Directors discusses and decides on the 

significance of holding stocks after carefully examining and considering the purpose and effect of 

holding each individual stock and its economic rationality, etc. We do not believe that it is appropriate 

to include this proposal in the Articles of Incorporation, a document that lays out the basic principles 

that guide the Company. 

Therefore, the Board of Directors opposes this proposal. 

 

END 
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Attachment: Shareholder Proposal Letter 

* The relevant statements in the Shareholder Proposal Letter submitted by the proposing shareholder have been 

adjusted in format and are presented here. 

 

I. Proposed Agenda Items 

1. Revisions to the Articles of Incorporation with regard to the disclosure of cost of equity 

2. Revisions to the Articles of Incorporation with regard to the cancellation of treasury stock 

3. Cancellation of treasury stock 

4. Revisions to the Articles of Incorporation with regard to dialogue with shareholders 

5. Revisions to the Articles of Incorporation with regard to cross-shareholdings 

 

II. Details of Proposals  

1. Revisions to the Articles of Incorporation with regard to the disclosure of cost of equity 

Add the following chapter and article to the current Articles of Incorporation:  

Chapter 7 Disclosure of Cost of Equity 

(Disclosure of Cost of Equity) 

Article 37  

The Company shall disclose the cost of equity as grasped by the Company during the period one month prior 

to the date of submission of the Corporate Governance Report, together with the basis for its calculation, in 

the Corporate Governance Report that the Company submits to the Tokyo Stock Exchange. 

 

2. Revisions to the Articles of Incorporation with regard to the cancellation of treasury stock 

Add the following chapter and article to the current Articles of Incorporation:  

Chapter 9 Cancellation of Treasury Stock 

(Cancellation of Treasury Stock) 

Article 39  

The Company may cancel its treasury stock (including deciding the class of treasury stock and the number of 

shares in each class to be canceled) by an ordinary resolution of a general meeting of shareholders as set forth 

in Article 309, Paragraph 1 of the Companies Act. 

 

3. Cancellation of treasury stock 

Subject to the approval of Proposal 2, all treasury stock held by the Company shall be canceled. 

 

4. Revisions to the Articles of Incorporation with regard to dialogue with shareholders 

Add the following chapter and article to the current Articles of Incorporation:  

Chapter 10 Dialogue with Shareholders  

(Dialogue with Shareholders) 

Article 40 

If a shareholder holder who holds 1% or more of the voting rights of all shareholders makes a request to the 

Company for a meeting with a Director nominated by the shareholder, such Director shall respond to the 
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request and meet with the shareholder within thirty days. 

 

5. Revisions to the Articles of Incorporation with regard to cross-shareholdings 

Add the following chapter and article to the current Articles of Incorporation:  

Chapter 11 Cross-Shareholdings 

(Verification of the Purpose of Cross-shareholdings and Disclosure of the Results) 

Article 41 

(1) At least once a year, the Company shall communicate its desire to sell its cross-held shares to the issuers 

of those shares to verify whether the purpose of cross-shareholdings is actually fulfilled by maintaining the 

cross-shareholdings. 

(2) The Company shall disclose the response from each issuing company to the consultation regarding the 

sale of the shares discussed in the preceding paragraph in the Corporate Governance Report the Company 

submits to the Tokyo Stock Exchange. 

 

III. Reasons for the Proposals 

1. Revisions to the Articles of Incorporation with regard to the disclosure of cost of equity 

The Company disclosed its numerical targets for ROE and ROIC in its current Mid-Term Management 

Plan. However, the plan only states that the Company aims for minimum ROE of 8% and a target of 10%; 

the Company’s perceived cost of equity is not clear. 

Moreover, ROIC is an inappropriate performance target for the Company. In other words, the Company 

is calculating adjusted operating income, the numerator of ROIC, by combining operating income after tax 

and equity in earnings (losses) of affiliated companies, and adjusted operating income includes income 

attributable to non-controlling interests. Meanwhile, invested capital (the denominator) is calculated as the 

sum of interest-bearing debt and equity capital, and invested capital does not include non-controlling 

interests. As a result, the Company has over-valued the ROIC of joint ventures. 

The Company’s Mid-Term Management Plan states the “management with an awareness of the cost of 

capital,” which should mean the management that achieves an ROE above the cost of equity. Thus, it is 

clear that the cost of equity, which forms the basis for management, should be disclosed. 

 

 

2. Revisions to the Articles of Incorporation with regard to the cancellation of treasury stock 

As of December 31, 2021, the Company held approximately 1.02 million treasury shares, equal to 2.9% 

of the total number of shares issued. While the Company may envisage using treasury stock as 

consideration for M&A or other transactions, given the Company’s financial conditions, using interest-

bearing debt rather than treasury stock would be more likely to enhance the stock value. 

Furthermore, this situation in which the Company continues to hold a large number of treasury shares 

means that the Company’s shares could be diluted at any time for shareholders. 

In light of the above, it is conceivable that the cancellation of treasury stock will contribute to improving 

the Company’s shareholder value. Yet despite this, the Board of Directors has not made any decisions on 

the cancellation of treasury stock. Therefore, we propose amending the Articles of Incorporation to allow 
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treasury stock to be canceled by a resolution of the general meeting of shareholders. 

 

3. Cancellation of treasury stock 

As stated in the reasons for proposal 2, since the cancellation of treasury stock will contribute to 

increasing the shareholder value of the Company, we propose that all treasury stock held by the Company 

be canceled if the amendments to the Articles of Incorporation proposed in proposal 2 are approved. 

 

4. Revisions to the Articles of Incorporation with regard to dialogue with shareholders 

When the proposing shareholder requested a meeting with three outside directors in order for the 

directors to lead the discussion on improving shareholder value at a Board of Directors’ meeting, the 

Company refused to have the meeting with any of the directors on the grounds that the Company has 

adopted a spokesperson system. 

Such refusal to meet with shareholders conflicts with Supplementary Principle 5.1.1 of the Corporate 

Governance Code (“CGC”), which stipulates that, “Taking the requests and interests of shareholders into 

consideration, to the extent reasonable, the senior management, directors, including outside directors, and 

Audit & Supervisory Board Members, should have a basic position to engage in dialogue (management 

meetings) with shareholders.” It also inhibits the stewardship responsibilities that the proposing 

shareholder as an institutional investor seeks to fulfil. 

We, therefore, propose that when a shareholder who holds more than a certain number of voting rights 

makes a request, the nominated director shall meet with that shareholder. 

 

5. Revisions to the Articles of Incorporation with regard to cross-shareholdings 

The proposing shareholder believes that there should be no cross-shareholdings whatsoever and that 

there is no causal relationship between cross-shareholdings and business relationships. 

In fact, almost all of the issuing companies of cross-held shares held by the Company have complied 

with CGC Supplementary Principle 1.4.1, and in response to inquiries by the proposing shareholder to the 

issuing companies, several companies, including TOYOTA BOSHOKU CORPORATION, denied any 

relationship between shareholdings and transactions. 

Therefore, we consider that it is a mistake for the Company to disclose in its Annual Securities Report 

for the year ended March 31, 2021, that “maintaining and expanding business” and “business collaboration” 

are the purposes of holding cross-shareholdings. 

In light of the above-stated response from the issuing companies, the shareholder proposals request a 

re-examination of whether the objectives of holding cross-shareholdings disclosed by the Company are 

actually being fulfilled. The policy should be to reduce the size of the cross-shareholdings for which the 

purpose of the holding has not been fulfilled, in accordance with the CGC, as such holdings are not 

considered reasonable. 

END 


