
 

 

 

 

 

 

January 29, 2015 
 
Corporate Accounting and Disclosure Division 
Financial Services Agency, Japanese Government 
3-2-1 Kasumigaseki 
Chiyoda-ku, Tokyo 
100-8967 Japan 
 
By e-mail 
 
Sir/Madam, 
 
Re: Ontario Teachers’ Pension Plan Comments on Exposure Draft of Japan CG Code 
 
Thank you for the opportunity to provide comments to Financial Services Agency’s (FSA) and the Tokyo 
Stock Exchange’s (TSE) exposure draft of Japan’s Corporate Governance Code. 
 
The Ontario Teachers’ Pension Plan (Ontario Teachers’) is an independent organization responsible for 
investing in excess of C$140 billion in assets and administering the pensions of more than 300,000 working 
and retired teachers in the province of Ontario, Canada. Over the years, Ontario Teachers’ has 
demonstrated leadership in advancing best governance practices in support of the principle that good 
governance is good business. 
 
Ontario Teachers’ is appreciative of the combined efforts of The Council of Experts Concerning the 
Corporate Governance Code, the FSA and TSE in developing a Corporate Governance Code for Japan and 
commend the group for taking a proactive and progressive approach to corporate governance in Japan. 
We have reviewed the exposure draft and found it to be a practical document and are encouraged that 
the Code highlights the important role of investors and recognizes them as “important partners for 
companies”. 
 
As an Asian Corporate Governance Association (ACGA) member with significant investments in Japan and 
throughout Asia, Ontario Teachers’ would like to indicate our support of the ACGA’s views as expressed in 
the attached letter.  
 
We would like to take this opportunity to expand on some issues raised in the ACGA response. The 
numbering and headings below correspond to the sections found in the ACGA submission. 
 
1. “Comply or explain” 
 
We are supportive of a “comply or explain” approach with respect to how companies report against the 
Code. In addition, we could not agree more that boilerplate disclosure is not consistent with the spirit of 
the Code and would encourage the FSA and TSE to take any steps necessary to ensure that companies 
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have the tools and support they need to provide clear and meaningful disclosure. We also agree with 
ACGA in that the implementation of a “comply or explain” regime will take time to develop. 
 
2. Differentiated application of the CG Code 
 
We acknowledge that it may not practical to expect all companies to adopt the same set of governance 
practices as differences can result among companies with wide variances in market capitalization. 
However, we believe that good governance is critical for all companies regardless of size and that all 
issuers should strive for excellence in their governance regimes. Thus, we believe it is appropriate for the 
Code to apply to all issuers and that the “comply or explain” aspect of the Code provides the ability for 
issuers to explain why their practices may not meet the standards set out in the Code. As an investor of 
many companies across many markets we accept that governance differences exist and are receptive to 
variations in governance practices provided they are supported by a clear rationale. Thus we would 
encourage the Code not fragment the market and require all Japan issuers to report against the Code. We 
understand that this approach is aspirational and it may take time to incorporate into Japanese corporate 
governance but believe taking this broader view will have the positive effect of raising the governance 
profile of the whole Japan market in the eyes of investors. 
 
3. Avoiding a boilerplate standard framework 
 
We fully support the ACGA’s view that the reporting against the Code should be accomplished through a 
standard method such as an annual Corporate Governance Report. Having a common framework for 
reporting benefits both issuers and investors. A standard reporting method will resolve any ambiguity that 
may exist about how to structure the reporting against the Code (what is reported remains up to the 
individual company). Shareholders will benefit because they will be able to easily find a company’s 
compliance against the Code. 
 
We also strongly support ACGA’s view that companies should report against all aspects of the Code. The 
“comply or explain” approach of the Code will adequately address situations where a company does not 
have a specific governance practice in place. This is consistent with the view presented in the preceding 
section. 
 
4. Pushing back deadlines of AGMs 
 
Ontario Teachers’ is a signatory to a letter submitted by a number of international investors to METI 
describing our support of efforts to address concerns with the current AGM process. Included in our 
recommendation was a reduction of the concentration of AGMs and the shortening of the three month 
gap between record date and meeting date. 
 
5. Appointment of independent directors 
 
Ontario Teachers’ is a member of the group of investors which has stated publicly its goal of having our 
investee companies appoint a minimum of one third independent directors, excluding Kansayaku. We are 
therefore supportive of boards appointing a minimum of one-third independent directors. 
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6. Board committees 
 
We are supportive of boards adopting a committee structure because we believe it is more effective and 
efficient for boards to divide its work into specialized groups that report its findings and recommendations 
back to the entire board for approval. 
 
Finally, we note that the FSA states that the Code will possibly be reviewed and revised in the future. We 
would support such a process in order for the Code to remain current as corporate governance continues 
its evolution. In addition, we would also encourage the FSA to establish a process to conduct a review of 
companies’ disclosure against the Code within two years of the Code’s implementation to ensure that 
issuers are embracing the spirit of the Code’s “comply or explain” regime. 
 
We recognize the hard work that has gone into the development of the Exposure Draft and are 
encouraged by efforts being made with respect to corporate governance in Japan. We appreciate the 
opportunity to provide input and thank you for considering our comments. Should you have any questions 
or wish to discuss our submission further, please do not hesitate to contact Paul Schneider, Head of 
Corporate Governance, Public Equities at either by phone (011-416-730-5307) or via email 
(paul_schneider@otpp.com). 
 
Sincerely, 

 
Michael Wissell 
Senior Vice President, Public Equities 
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