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Corporate governance at Toray Industries, Inc. (“Toray” or the “Company”) is as follows:

I. Toray’s Basic Policy on Corporate Governance and Capital Structure, Corporate
Attributes and Other Basic Information
1. Basic policy

From the outset, one of Toray Group’s managerial principles has been that the purpose of a company is to
contribute to society. The Group has developed a Management Philosophy that incorporates this principle.
The Group systematizes the Management Philosophy as a Corporate Philosophy, Corporate Missions and
Corporate Guiding Principles. Among these, the Corporate Missions call for desirable relationships with
stakeholders and enunciate the Group’s commitment “To provide our shareholders with dependable and
trustworthy management”. In addition, the Corporate Guiding Principles stipulate the Group’s commitment to
“Obtaining the trust of society and meeting the expectations by acting fairly while maintaining high ethical
standards and a strong sense of responsibility and maintaining transparency in management.”

When establishing the corporate governance structure, the Group seeks to realize these philosophies as its
basic policy.

[Reasons for Non-compliance with the Principles of the Corporate Governance Code]

[Supplementary Principle 4.11.3 (Analyzing and Evaluating the Effectiveness of the Board of Directors)]
Toray established a Governance Committee in order to further improve the effectiveness of oversight of the
Board of Directors for overall corporate governance matters. Going forward, the Governance Committee will
deliberate the method for evaluating the management and operations of the Board of Directors, report the
results of the deliberations to the Board of Directors, then summaries of the results will be disclosed .

[Disclosure Based on the Principles of the Corporate Governance Code]

[Principle 1.4 (Policy for Cross-Shareholdings)]

To lead to improvements in the mid- to long-term corporate value, Toray holds the shares of business partners
mainly for the purposes of strengthening transaction relations, smoothing business alliances, and reinforcing
joint research and technology development.

For such strategic holdings, Toray periodically reviews the purposes and reasons for holding shares at the
Board of Directors meetings and sells shares that have become less meaningful to hold primarily due to
changes in transaction relations.

When exercising the voting rights as to the strategic holdings, Toray decides to approve or disapprove each
agenda based on its conviction that the mid- to long-term improvement of the corporate value of business
partners will also lead to the enhancement of Toray Group’s corporate value.

[Principle 1.7 (Related Party Transactions)]

With respect to any transaction between a member of the Board and the Company that involves a conflict of
interest, the Board of Directors stipulates internal procedures therefor pursuant to laws and regulations and
administers them appropriately so as not to damage the interests of the Company or common interests of
shareholders. Specifically, Toray established an “Authority of Top Management” to enable its Board of




Directors to reserve the power to approve transactions involving conflicts of interest. If a shareholder holds
10% or more of Toray’s stock and engages in a transaction with Toray, the Board of Directors will take
appropriate procedures and appropriately administer the transaction.

[Principle 3.1 (Full Disclosure)

(i) Management philosophy, business strategies and business plans

Toray’s management philosophy, business strategies and business plans are disclosed on the Company
website.

Management philosophy http://www.toray.com/aboutus/philosophy.html

Business strategies and business plans http://www.toray.com/ir/management/man_002.html

(i1) Basic policy on corporate governance
Toray developed the “Basic Policy on Corporate Governance” and disclosed it on the Company website.
http://www.toray.com/aboutus/governance/index.html

(iii) Policy and procedures for determining remuneration

Given their roles, remuneration for internal members of the Board consists of monthly remuneration, a bonus
and stock acquisition rights as stock options, while remuneration for outside directors consists of monthly
remuneration only.

Remuneration is set at a level that enables the Company to secure superior human resources and further
motivate them to improve performance, referring to the results of a survey of other companies’ remuneration
by an external third-party organization.

With respect to monthly remuneration, the maximum limit of total remuneration is determined at general
meetings of shareholders. Within the scope of the maximum limit, monthly remuneration to each member of
the Board is determined by the President based on the Company’s internal regulations with a resolution at a
Board of Directors meeting.

The provision and the total amount of bonuses are determined each time at a general meeting of shareholders.
Particulars of the agenda at the general meeting of shareholders are resolved by the Board of Directors
through conference among the senior management, including the President, in consideration of the
consolidated and non-consolidated business results for each fiscal year plus the historical record. A bonus to
each member of the Board is determined by the President according to each member’s performance based on
the Company’s internal regulations with a resolution at a Board of Directors meeting.

The maximum limit of total number of Stock Acquisition Rights as well as the limit of remuneration relating
to the granting of the Stock Acquisition Rights as stock options to members of the Board is resolved at the
general meeting of shareholders, and within that limit, the total number of Stock Acquisition Rights to be
allocated to the members of the Board shall be decided at the Board of Directors meeting based on the
Company’s internal regulations.

Given their roles, remuneration for corporate auditors consists of monthly remuneration only.

Remuneration is set at a level that enables the Company to secure superior human resources, referring to the
results of a survey of other companies’ remuneration by an external third-party organization.

With respect to monthly remuneration, the maximum limit of total remuneration is determined at general
meetings of shareholders. Within the scope of the maximum limit, monthly remuneration to each corporate
auditor is determined through consultation by corporate auditors based on the Company’s internal regulations.
Going forward, the Governance Committee will continuously review the remuneration system for members of
the Board and corporate auditors.

(iv) Policy and procedures for selecting candidates for members of the Board and corporate auditors

As Toray Group supplies a wide range of industries with basic materials, an ability to make appropriate
management judgments based on rich experience at the worksites and deep expertise and an ability to oversee
management based on fiduciary responsibilities from an objective standpoint independently of business
operations are set as the criteria for nominating candidates for members of the Board.

For promotion from within the Company, it is important to systematically train and nurture candidates for
members of the Board in advance in consideration of their potential to serve as future Presidents or other
members of the senior management. With respect to key positions for business operations, the main criterion
for selecting candidates is an ability to make appropriate judgments based on experience at the worksites and
deep expertise, according to criteria similar to those for nominating candidates for members of the Board.
Meanwhile, mid- to long-term succession plans for key positions are periodically created and approved by the




Board of Directors.

For outside directors, the criteria for nominating candidates are an ability to oversee management from
broader perspectives to further improve the transparency and fairness of management and an ability to provide
appropriate advice to the management from a mid- to long-term perspective, based on sympathy with Toray’s
Management Philosophy and a profound understanding of the basic materials business.

When nominating candidates for members of the Board, the Board of Directors nominates persons who meet
the abovementioned criteria, have superior character and knowledge, and are judged to be appropriate as
members of the Board through conference among the senior management, including the President.

For corporate auditors, the main criterion for nominating them is an ability to appropriately carry out their
roles while keeping objectivity and neutrality, either from a viewpoint with profound knowledge of Toray
Group businesses in the case of internal corporate auditors or from a professional viewpoint in the case of
outside corporate auditors.

When nominating candidates for corporate auditors, the Board of Directors nominates persons who meet the
abovementioned criterion, have superior character and knowledge, and are judged to be appropriate as
corporate auditors through conference among the senior management, including the President.

Going forward, the Governance Committee will continuously review the policy on nominating candidates for
members of the Board and corporate auditors and basic policy on selecting members of the senior
management, including the President.

(v) Individual reasons for nominating candidates for members of the Board and corporate auditors
Explanations on individual selections and nominations are posted in the Notice of the Ordinary General
Meeting of Shareholders.

http://www.toray.com/ir/stocks/sto_008.html

[Supplementary Principles 4.1.1 (Roles and Responsibilities of the Board)]

The Board of Directors established the Authority of Top Management, an internal rule that expressly
stipulates important matters with respect to which decision-making authority is reserved by the Board of
Directors and matters with respect to which decision-making is delegated to the management, including the
President.

For matters with respect to which decision-making authority is reserved by the Board of Directors, a specific
guideline for importance is established based on the degree of impact on the Company’s financial status and
other factors, in order to ensure that the business operation of the whole of the Toray Group, including Group
companies, is included according to importance, in addition to the matters set forth in laws and regulations.

[Principle 4.8 (Election of Independent Directors)]
Toray appoints two independent directors.

[Principle 4.9 (Independence Standards and Qualification for Outside Directors)]

For outside directors, the criteria for nominating candidates are an ability to oversee management from
broader perspectives to further improve the transparency and fairness of management and an ability to provide
appropriate advice to the management from a mid- to long-term perspective, based on sympathy with Toray’s
Management Philosophy and a profound understanding of the basic materials business. When nominating
candidates for outside directors, the Board of Directors nominates persons who meet the abovementioned
criteria, have superior character and knowledge, and are judged to be appropriate as outside directors through
conference among the senior management, including the President.

Standards for the independence of outside directors are disclosed on the Company website as part of the Basic
Policy on Corporate Governance.”

http://www.toray.com/aboutus/governance/gov_002.html

[Supplementary Principles 4.11.1 (Policy on the Board of Directors, Policy and Procedures for selecting
members of the Board)]

Toray Group globally plays an active part in a broad scope of business fields and should appropriately
respond to various risks surrounding each business in order to realize sustainable growth and increased
corporate value. The Board of Directors has to evaluate the risks multilaterally to fulfill its roles of oversight
and decision-making. To that end, the Board of Directors strives for appropriate balance in the number of
members and structure, with members who widely cover the fields of the corporate activities of the Group in
terms of knowledge, experience and ability, and appropriately ensures diversity as a whole.




Going forward, the Governance Committee will continuously review the structure of the Board of Directors.

[Supplementary Principles 4.11.2 (Offices where Members of the Board and Corporate Auditors concurrently
serve as Members of the Board and Corporate Auditors at Other Listed Companies)]

Offices held concurrently by members of the Board and corporate auditors are posted in the Notice of the
Ordinary General Meeting of Shareholders.

http://www.toray.com/ir/stocks/sto_008.html

[Supplementary Principles 4.11.3 (Analyzing and Evaluating the Effectiveness of the Board of Directors)]
Toray established a Governance Committee in order to further improve the effectiveness of oversight of the
Board of Directors for overall corporate governance matters.

Going forward, the Governance Committee will deliberate the method for evaluating the management and
operations of the Board of Directors, report the results of the deliberations to the Board of Directors, and
disclose summaries of the results.

[Supplementary Principles 4.14.2 (Training Policy for Members of the Board and Corporate Auditors)]

Toray provides members of the Board and corporate auditors with training opportunities so that they can
acquire knowledge necessary for their duties and appropriately fulfill their roles. Specifically, the Company
holds internal training sessions for the members of the Board and corporate auditors and encourages them to
participate in seminars and training outside the Company. As outside directors and outside corporate auditors
significantly vary in their fields of specialization and degree of experience in corporate management, the
Company individually handles them mainly in light of their individual backgrounds. Going forward, the
Governance Committee will continuously evaluate the management and operations of the Board of Directors
with a view to further improvement.

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

Toray positions the sharing of its basic policy of managing the Company from a mid- to long-term perspective
with more shareholders and the promotion of the continuous holding of Company shares over the mid- to
long-term as important managerial issues.

To that end, from the viewpoint that secured management transparency should serve as a basis for dialogue
with shareholders, Toray established the Information Disclosure Principles to improve the structure of its
system for appropriate and timely information disclosure.

For shareholders and investors with which the Company strives for constructive dialogue from a mid- to
long-term perspective, the members of the Board and the senior management will respond to them within a
reasonable range and otherwise will work on constructive dialogue for both parties in a manner conducive to
sustainable growth and increased corporate value for Toray Group over the mid- to long-term while keeping
the scope of fair and equitable information disclosure.

2. Capital Structure

Percentage of Foreign Shareholders: 20% or more but less than 30%

[Description of Major Shareholders]

Name of shareholders Nlﬁ:})de Es?lgigs)res Percentage of shares held (%)

The Master Trust Bank of Japan, Ltd. (Trust 117,480,000 734
Account)

Japan Trustee Services Bank, Ltd. (Trust 91,548,000 572
Account)

Nippon Life Insurance Co. 71,212,250 4.45
Mitsui Life Insurance Co., Ltd. 35,961,000 2.25
Sumitomo Mitsui Banking Corporation 30,022,000 1.88
The Bank of New York Mellon SA/NV 10 26,253,186 1.64
Japan Trustee Services Bank., Ltd. (Trust 4 22,375,000 1.40




Account)

State Street Bank West Client-Treaty 505234 22,325,525 1.40
Mitsui Fudosan Co., Ltd. 19,460,720 1.22
Mitsui Sumitomo Insurance Co., Ltd. 17,638,900 1.10

Controlling shareholder
(excluding parent company)

Parent Company

None

I Supplementary explanation

| Besides the aforementioned, Toray holds 32,012,487 shares of treasury stock.

3. Corporate attributes

Stock exchange listings and market section

1st Section Tokyo

Fiscal year end

March

Industry category

Textiles

Number of employees (consolidated) at the
end of the most recent fiscal year

1,000 persons or more

Net sales (consolidated) in the most recent
fiscal year

1 trillion yen or more

Number of consolidated subsidiaries in the
most recent fiscal year

100 or more but less than 300 companies

4. Guideline regarding the measures for protecting minority shareholders in transaction, etc. with a

controlling shareholder

5. Other particular circumstances that may significantly affect corporate governance

Toray holds three listed subsidiaries of Chori Co., Ltd., Soda Aromatic Co., Ltd., and Suido Kiko Kaisha, Ltd.
For the management of the above-mentioned subsidiaries, Toray Group shares its Corporate Philosophy,
Corporate Missions and Corporate Guiding Principles, while valuing their autonomy.




II. Organization of Management related to Management Decision-making, Execution of
Duties and Oversight, and other Corporate Governance Structures

1. Organizational structures and operations

Organizational form Company with Corporate Auditors

[Board of Directors]

Number of members of the Board provided for in 30
the Articles of Incorporation:
Term of members of the Board provided for in

the Articles of Incorporation: 2 years
Chairman of the Board of Directors: President
Number of members of the Board: 25
Election of outside directors: Elected
Number of outside directors: 2

Number of independent directors among outside )
directors:

Relationship with the Company (1)

Relationship with the Company (*)
Name Attribution
a | b c d | e f | g | h i J k
Kunio Ito Scholar
Ryoji Noyori Scholar o o
*

Categories for “Relationship with the Company”

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

% [Pt}

®” 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 of the Company or its subsidiaries

b. Non-executive director or executive of a parent company of the Company

c. Executive of a fellow subsidiary of the Company

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 remuneration as a director/corporate auditor

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

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 the Company mutually appoints outside directors/corporate
auditors (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




Relationship with the Company (2)

Independent

Name :
Director

Supplementary
explanation related to
applicable categories

Reason for election

Kunio Ito o

Kunio Ito satisfies the requirements for
independent director/auditor set forth in
the regulations of Tokyo Stock
Exchange. We believe that his
independency is secured and appoint
him as independent director/auditor.

Ryoji Noyori o

Ryoji Noyori served as a
Special Councilor for
research and
technological strategy of
the Company. He is a
former officer of RIKEN
(resigned as President in
March 2015), the
recipient of donation
from the Company.

Ryoji Noyori satisfies the requirements
for independent director/auditor set
forth in the regulations of the Tokyo
Stock Exchange. Ryoji Noyori served as
a Special Councilor for research and
technological strategy of the Company
until April 2015, but the amount of
remuneration paid to him by the
Company in the fiscal year ended
March 31, 2015 was less than 10% of
the total remuneration he received that
year. The Company will not conclude
another councilor agreement with Ryoji
Noyori in the future. The Company also
made donations to support the research
activities of RIKEN, where Ryoji
Noyori served as President up to March
2015, but the total amount donated to
RIKEN in the fiscal year ended March
31,2015 was less than 1 million yen
and made up less than 0.1% of the
Company’s net sales in that year. For
the aforementioned reasons, we believe
that his independency is secured and
appoint him as independent
director/auditor.

Voluntary Establishment of Committee(s)
Corresponding to Nomination Committee
Remuneration Committee

or Established

Committee’s Name, Composition, and Attributes of Chairperson

Committee Corresponding to
Nomination Committee

Committee Corresponding to
Remuneration Committee

Committee’s Name

Governance Committee

Governance Committee

All Committee Members 3 3
Full-time Members 0 0
Internal Members of the Board | 1 1
Outside Directors 2 2




Outside Experts 0 0

Other 0 0

Chairperson Outside director Outside director

Supplementary Explanation

Toray established the Governance Committee as an advisory organ to the Board of Directors in order to report
to the Board of Directors on important issues regarding Toray’s corporate governance over the mid- to
long-term. The Governance Committee consists of the Chairman of the Board, President, and all of the
outside directors, and an outside director serves as a chairperson. Deliberation at the Governance Committee
encompasses matters regarding the Company’s overall corporate governance matters, including the following.
* Structure of the Board of Directors and the Board of Corporate Auditors

* Evaluation of the management and operation of the Board of Directors

* Policy on nominating candidates for members of the Board and corporate auditors

* Remuneration system for members of the Board and corporate auditors

* Basic policy on electing members of the senior management, including the President

[Corporate auditors]

Establishment or non-establishment of a Board of .
) Established
Corporate Auditors:
Number of corporate auditors provided for in the 4
Atrticles of Incorporation:
Number of corporate auditors: 4

Cooperative relationships between corporate auditors, the independent auditor and Auditing Department

Throughout the year, corporate auditors and the independent auditor hold five regular meetings in order to
discuss the outline of auditing plans, the report reviewing each quarterly financial result and the audit report
of the year-end period. In addition to the aforementioned occasions, mutual cooperation is strengthened
through reporting and exchanging of discussions regarding significant auditing matters on a need-basis.
Regarding cooperation between corporate auditors and Auditing Department, all reports on auditing results
conducted by the Department are submitted to the President as well as to the corporate auditors, and
information is exchanged on a continual basis.

Furthermore, one of the staff members from Auditing Department holds a dual post as one of the Corporate
Auditing staff serving in a supportive role, and the General Manager of Auditing Department sits in as an
observer during the Board of Corporate Auditors meeting.

Elec;tlon or non-election of outside corporate Elected
auditors:

Number of outside corporate auditors: 2
Number of independent corporate auditors )
among outside corporate auditors:




Relationship with the Company (1)

Name Attribute

Relationship with the Company (*)

a|b|c|d

e| f|lg|h|i1i|j|k|]1l|m

Toshio Nagai Attorney-at-law

Came from other
company

Kazuya Jono

Categories for “Relationship with the Company”
“o” when the corporate auditor presently falls or has recently fallen under the category;
“A” when the corporate auditor fell under the category in the past

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

a. Executive of the Company or its subsidiary
b. Non-executive director or accounting advisor of the Company or its subsidiaries
c. Non-executive director or executive of a parent company of the Company
d. Corporate auditor of a parent company of the Company
e. Executive of a fellow subsidiary of the Company
f. A party whose major client or supplier is the Company or an executive thereof

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

h. Consultant, accountant or legal professional who receives a large amount of monetary consideration or
other property from the Company besides remuneration as a director/corporate auditor
i. Major shareholder of the Company (or an executive of the said major shareholder if the shareholder is a

legal entity)

j- Executive of a client or supplier company of the Company (which does not correspond to any of f, g, or h)
(the corporate auditor himself/herself only)
k. Executive of a company, between which the Company mutually appoints outside directors/corporate
auditors (the corporate auditor himself/herself only)
1. Executive of a company or organization that receives a donation from the Company (the corporate auditor

himself/herself only)
m. Others

Relationship with the Company (2)

Supplementary
explanation related to
applicable categories

Reason for election

Toshio Nagai satisfies the requirements
for independent director/auditor set
forth in the regulations of Tokyo Stock
Exchange. In addition, we have not
concluded any advisory or consulting
agreements or engaged in any
transactions with Takusyou Sogo Law
Office, the firm to which Toshio Nagai
belongs. We therefore believe that his
independency is secured and appoint
him as an independent director/auditor.

Independent
Name corporate
auditor
Toshio Nagai o
Kazuya Jono o

Kazuya Jono is a former
officer of Sumitomo
Mitsui Banking
Corporation (retired as
Senior Managing
Director in March 2012)
and Citibank Japan Ltd.

Kazuya Jono satisfies the requirements
for independent director/auditor set
forth in the regulations of Tokyo Stock
Exchange. Kazuya Jono is a former
officer of Sumitomo Mitsui Banking
Corporation and Citibank Japan Ltd.,
two of the Company’s customers, and




(retired as the Company engages in regular
Representative Director, | banking transactions with both banks.

President & CEO in Notwithstanding, the balance of loans
May 2014), two of the (including an amount participated in
Company’s customers. syndicate loans) from Sumitomo Mitsui

Banking Corporation at the end of the
fiscal year ended March 31, 2015 made
up only 1.1% of the total assets of the
Company, a ratio not prominent
compared with the balance of loans
from other banks, and there was no
balance of loans from Citibank Japan
Ltd. We therefore believe that his
independency is secured and appoint
him as an independent director/auditor.

[Independent Directors/Auditors]

Number of independent directors/auditors 4

Matters relating to independent directors/auditors

For outside directors, the criteria for nominating candidates are an ability to oversee management from
broader perspectives to further improve the transparency and fairness of management and an ability to provide
appropriate advice to the management from a mid- to long-term perspective, based on sympathy with Toray’s
Management Philosophy and a profound understanding of the basic materials business. For outside corporate
auditors, the criteria for nominating candidates are an ability to appropriately carry out their roles while
keeping objectivity and neutrality from a professional viewpoint.

When nominating candidates for outside directors/auditors, the Board of Directors nominates persons who
meet the abovementioned criteria, have superior character and knowledge, and are judged to be appropriate as
outside directors/auditors through conference among the senior management, including the President.
Standards for the independence of outside directors/auditors are disclosed on the Company website as part of
the “Basic Policy on Corporate Governance.”

http://www.toray.com/aboutus/governance/gov_002.html

[Incentives]

Implementation of measures on incentive

allotment to members of the Board: Introduction of a stock option system

Supplementary explanation related to this item

Since 2011, the Company has introduced a stock option system with the objective to boost motivation for
improvement of business performance and morale, and to improve the sharing of value with shareholders.

Grantees of stock options: Members of the Board, others

Supplementary explanation related to this item

The grantees of stock options are internal members of the Board and directors of the Company.

[Remuneration to Members of the Board]

| Status of disclosure of individual remuneration to | Partially disclosed




members of the Board:

Supplementary explanation related to this item

(1) For the fiscal year ended March 2015, the remuneration to members of the Board was (30 people) 1,548
million yen.

(2) The number of recipients includes the four members of the Board who retired in the current period.

(3) The amount equivalent to 157 million yen of bonuses for members of the Board and corporate auditors
resolved at the 134th Ordinary General Meeting of Shareholders is included in the total amount of
remuneration.

(4) The amount equivalent to 261 million yen of remuneration relating to the granting of the Stock
Acquisition Rights as stock options to members of the Board is included in the total amount of
remuneration.

(5) The amount equivalent to 75 million yen of employee’s salary of the employee-director is not included.

(6) Besides the aforementioned, 218 million yen has been paid to two retiring members of the Board as
retirement benefits for termination resulting from the abolition of the retirement benefits system for
members of the Board and corporate auditors, which was resolved at the 130th Ordinary General Meeting
of Shareholders. Among the payment to the retiring members of the Board, the amount equivalent to 22
million yen is included in the total amount of remuneration of the current fiscal year.

The existence of policies determining the amount
of remuneration or method of calculating
remuneration for members of the Board and
corporate auditors

Yes

The disclosure of policies determining the amount of remuneration or method of calculating remuneration for

members of the Board and corporate auditors

Given their roles, remuneration for internal members of the Board consists of monthly remuneration, a bonus
and stock acquisition rights as stock options.

Remuneration is set at a level that enables the Company to secure superior human resources and further
motivate them to improve performance, referring to the results of a survey of other companies’ remuneration
by an external third-party organization.

With respect to monthly remuneration, the maximum limit of total remuneration is determined at general
meetings of shareholders. Within the scope of the maximum limit, monthly remuneration to each internal
member of the Board is determined by the President based on the Company’s internal regulations with a
resolution at a Board of Directors meeting.

The provision and the total amount of bonuses are determined each time at a general meeting of shareholders.
Particulars of the agenda at the general meeting of shareholders are resolved by the Board of Directors
through conference among the senior management, including the President, in consideration of the
consolidated and non-consolidated business results for each fiscal year, etc. plus the historical record, etc. A
bonus to each internal member of the Board is determined by the President according to each member’s
performance based on the Company’s internal regulations with a resolution at a Board of Directors meeting.
The maximum limit of total number of Stock Acquisition Rights as well as the limit of remuneration relating
to the granting of the Stock Acquisition Rights as stock options to members of the Board is resolved at the
general meeting of shareholders, and within that limit, the total number of Stock Acquisition Rights to be
allocated to the members of the Board shall be decided at the Board of Directors meeting based on the
Company’s internal regulations.

Given their roles, remuneration to outside directors consists of monthly remuneration only.

[Support System for Outside Directors (Outside Corporate Auditors)]

Upon the opening of Board of Directors meetings, the Company provides its outside directors with timely and
appropriate information by sending respective agenda items prior to each meeting of Board of Directors, etc.
In addition, in order to provide support to all the corporate auditors, without distinguishing between the
internal corporate auditors and the outside corporate auditors, one corporate auditor staff, who is not a




dedicated one, and one secretary have been assigned.
In the event that corporate auditors request employee assistance with auditing, a body will be established with
full-time members to provide assistance.

2. Matters pertaining to functions relating to the execution of duties, auditing and oversight, nomination

and remuneration determination, etc.

(1) Toray is a company with Board of Corporate Auditors, and the members of the Board and corporate
auditors are elected at the general meeting of shareholders. Members of the Board and corporate auditors, as
officers directly elected at the general meeting of shareholders, clearly recognize fiduciary responsibility to
shareholders who have entrusted the management and appropriately fulfill their respective roles while
discharging accountability about management status to shareholders and other stakeholders. As Toray Group
supplies a wide range of industries with basic materials and globally plays an active part in a broad scope of
business fields, it is necessary to evaluate various risks multilaterally based on expertise relevant to the
worksites, not only for management judgment and decision-making but also for oversight. To that end, the
Board of Directors formulates a structure in which members of the Board familiar with the Toray Group
businesses oversee management and make decisions from various viewpoints. Furthermore, the Board of
Corporate Auditors oversees the execution of operations by the members of the Board based on professional
knowledge in fields such as finance, accounting and law in addition to an understanding about businesses,
from a standpoint entirely independent of the Board of Directors as a system to secure transparency and
fairness of oversight and decision-making.

(2) The Board of Directors oversees management and makes decisions on important managerial matters
toward the sustainable growth and increased corporate value of Toray Group for the mid- to long-term. The
Board of Directors established the Authority of Top Management, an internal rule that expressly stipulates the
important matters with respect to which decision-making authority is reserved by the Board of Directors and
matters with respect to which decision-making is delegated to the management, including the President. For
matters with respect to which decision-making authority is reserved by the Board of Directors, a specific
guideline for importance is established based on the degree of impact on the Company’s financial status and
other factors, in order to ensure that the business operation of the whole of the Toray Group, including
affiliated companies, is included appropriately according to importance, in addition to the matters set forth in
laws and regulations.

(3) Toray established the Governance Committee as an advisory organ to the Board of Directors in order to
report to the Board of Directors on important issues regarding Toray’s corporate governance over the mid- to
long-term. The Governance Committee consists of the Chairman of the Board, President, and all of the
outside directors, and an outside director serves as a chairperson.

(4) Corporate auditors and the Board of Corporate Auditors audit the execution of duties by members of the
Board and implement other matters set forth in laws and regulations, etc. from a standpoint entirely
independent of the Board of Directors, and strive to establish an effective governance structure through their
activities. Corporate auditors and the Board of Corporate Auditors cooperate with an independent auditor to
perform appropriate audits, and select and evaluate an independent auditor based on an appropriate standard.

(5) There are four corporate auditors, including two outside corporate auditors. The outside corporate auditors
have no business dealings whatsoever with the Company Under Toray’s system for monitoring execution of
operations by members of the Board, corporate auditors attend Board of Directors meetings, and meet with
the President, all members of the Board, and divisional General Managers. They also perform regular audits
of all Toray offices, plants, and Japanese and overseas subsidiaries and affiliates in accordance with audit
policies and plans for each fiscal year adopted by Board of Corporate Auditors meetings, which are held more
frequently than every three months. Corporate auditors sit in as observers during the meetings of the
Corporate Ethics Committee and Company-wide Legal Compliance Committee, two committees established
to promote the thoroughness of corporate ethics and legal compliance, important components of CSR, and
thereby cooperate with the internal control divisions. In addition, Toray established the Auditing Department
(11 members), a department that performs internal audits of Group companies under the direct rule of the




President, as one of the internal control organizations. The Auditing Department regularly holds a meeting
with corporate auditors and submits reports on auditing results conducted by the Department to the President
as well as to the corporate auditors to exchange information.

(6) Toray has appointed Ernst & Young ShinNihon LLC as its independent auditor. The auditor performs
Corporation Law and Financial Instruments and Exchange Law audits. Corporate auditors and the Auditing
Department carry out explanations of audit plans with the accounting auditor, receive reports on the results of
audits, and regularly engage in discussions with the independent auditor. Details of the names and years of
continuous service of certified public accountants and the number of persons providing auditing assistance for
FY March 2015 are shown below.

a. Names and years of continuous service of certified public accountants
Certified Public Accountant, Designated and Engagement Partner: Kazuya Oki (4 years)
Certified Public Accountant, Designated and Engagement Partner: Satoshi Kimura (5 years)
Certified Public Accountant, Designated and Engagement Partner: Tsuyoshi Nakano (1 year)

b. Number of audit assistants
Certified public accountants: 15
Staff members who passed the Certified Public Accountants examination: 17
Other: 10

3. Reason for adopting current corporate governance system

Toray is a company with Board of Corporate Auditors, and the members of the Board and corporate auditors
are elected at the general meeting of shareholders.

Members of the Board and corporate auditors, as officers directly elected at the general meeting of
shareholders, clearly recognize fiduciary responsibility to shareholders who have entrusted the management
and appropriately fulfill their respective roles while discharging accountability about management status to
shareholders and other stakeholders.

As Toray Group supplies a wide range of industries with basic materials and globally plays an active part in a
broad scope of business fields, it is necessary to evaluate various risks multilaterally based on expertise
relevant to the worksites, not only for management judgment and decision-making but also for oversight. To
that end, the Board of Directors formulates a structure in which members of the Board familiar with the Toray
Group businesses oversee management and make decisions from various viewpoints. Furthermore, the Board
of Corporate Auditors oversees the execution of duties by the members of the Board based on professional
knowledge in fields such as finance, accounting and law in addition to an understanding about businesses,
from a standpoint entirely independent of the Board of Directors as a system to secure transparency and
fairness of oversight and decision-making.




of voting rights

ITI. Implementation of Measures for Shareholders and Other Stakeholders

1. Approach toward the vitalization of general meetings of shareholders and the facilitation of exercise

Supplementary explanation

Early dispatch of notice for the
general meeting of
shareholders

The notice of the ordinary general meeting of shareholders is posted on the
Company website and TSE website approximately one month before the
meeting is held and sent three weeks prior to the meeting.

Scheduling of general
meetings of shareholders
avoiding the date on which
general meetings of
shareholders of companies are
concentrated

The Company holds general meetings of shareholders outside of
concentrated days.

Voting using electronic voting
facilities

In use.

Utilization of electronic voting
platform and other methods of
improving the environment for
institutional investors’ voting

Utilizes ICJ electric voting platform.

Providing an English summary
of the notice of the general
meetings of shareholders

Prepares an English version of the notice of the general meeting of
shareholders and posts it on the Company website and TSE website.

Others

Post the notice of the resolutions at the general meeting of shareholders on
the Company website and TSE website.

2. IR activities

Explanation by
Supplementary explanation RN
PP Ty exp members of the
Board
. . The ”Disclosure Policy" including the “Information
Establishing and announcing . s, .
. . Disclosure Principles” have been established and
disclosure policy .
announced on the Company website.
. . An IR officer participates in seminars for individual | NO
Convene periodic briefing for | . . o
oo . investors, and provides briefing on the current situation of
individual investors
the Company.
Either the President, CEO and COO, Representative | YES
Convene periodic briefing for | Director or the member of the Board in charge of IR
security analysts and | provides briefings four times a year on business results.
institutional investors Briefings on the Medium-term Management Program and
individual businesses are held as needed.
The member of the Board in charge of IR visits or hosts | NO
phone conferences with investors in Europe, the US, and
Convene periodic briefing for | other Asian countries.
foreign investors In addition, he / she participates in conferences for
investors that are held in Japan or overseas and provides
briefings on the current situation of the Company.
We have an “Investor Relations” link on our Company
Disclosure of IR documents on | website for information disclosure which includes a wide
the website range of materials such as, announcement of financial
results, security reports, business results presentations,




briefing materials for business operations, as well as
management strategies and other performance related
issues.

We have also created a web-page for individual investors
titled, “Toray Group Overview,” and endeavor for
information disclosure that is easy to understand.
http://www.toray.com/ir/individual/index.html

IR related department
(personnel)

We have a full-time IR department that is under the direct
rule of the President.

3. Activities concerning respect for stakeholders

Supplementary explanation

Setting forth provisions in the
internal regulations concerning
respect for the stakeholders’
interest

Our “Basic policy” is set forth in our “Basic Policy on Corporate
Governance.”

From the outset, one of Toray Group’s managerial principles has been that
the purpose of a company is to contribute to society. The Group has
developed a Management Philosophy that incorporates this principle.

The Group systematizes the Management Philosophy as a Corporate
Philosophy, Corporate Missions, and Corporate Guiding Principles. Among
these, the Corporate Missions call for desirable relationships with
stakeholders and enunciate the Group’s commitment “To provide our
shareholders with dependable and trustworthy management” especially for
shareholders. In addition, the Corporate Guiding Principles stipulate the
Group’s commitment to “Obtaining the trust of society and meeting the
expectations by acting fairly while maintaining high ethical standards and a
strong sense of responsibility and maintaining transparency in
management.”

When establishing the corporate governance structure, the Group seeks to
realize these philosophies as its basic policy.

Promotion of environmental
preservation activities and
CSR activities

Toray Group has always positioned CSR issues such as safety, accident
prevention and environmental preservation as well as corporate ethics and
legal compliance as its top priority management issues and further
strengthens its efforts to that end. We formulated the “5th CSR Road Map”
for a three-year period from April 2014 to March 2017 to systematically
promote CSR in every aspect of our business activities. The “CSR Road
Map” enables us to link our business strategies to CSR to achieve both
sustainable growth and CSR for Toray Group.

Establishment  of  policy
concerning  disclosure  of
information to stakeholders

The “Basic Policy on Corporate Governance” stipulates our basic policy on
Toray’s “relationship with stakeholders including shareholders” and also
describes our policy for dialogue with shareholders. “Promote dialogue with
stakeholders,” is set forth in the CSR Guideline, and cooperation between
employees, shareholders and investors, business partners and consumers,
local communities and NPOs, government and legislative agencies and the
media is sought.

Other

Toray has led the way in implementing measures that ensure the affirmative
employment of women and offer women a work environment that meets
their needs, even before the enactment or revision of the Equal Employment
Opportunity Law and the Child Care and Family Care leave Act. The
Company appointed its first female manager in 1958 and introduced a
childcare leave program in 1974, almost 20 years before its establishment as
a law, and in 2003 a Group company appointed its first female president.

In 2004, Toray initiated its Advancement of Women Project for Fostering an
Organizational Culture Conducive to the Career Advancement of Women,
and since then, the Company has been improving its systems and programs




and enhancing awareness at workplaces in this area including support
measures for employees to achieve balance between work and family life.
Furthermore, Toray established a Work-Life Balance Committee made up of
labor and management representatives in 2010. While enhancing the overall
work-life balance of its employees, the Company has been promoting
further advancement and improvement in its systems and programs
conducive to the balancing of job responsibilities and childcare or family
care.
Toray has implemented the following initiatives.
(1) Conducted awareness-raising activities to the management for women’s
career advancement at each workplace
(2) Implemented initiatives for women’s career advancement
a. Established an employee childcare services payment assistance
system
b. Extended the period of employees’ eligibility for childcare-leave
system and childcare short-time work system and improved the
convenience of the system
c. Extended the registration period of the reemployment registration
system for employees who retired from the Company by unavoidable
circumstances such as marriage or childcare
(3) Held career planning seminars for mid-career women in general
positions
(4) Serialized examples of women’s career advancement in the Company
magazine in order to present women’s career paths
(5) Introduced telecommuting program as support measures for childcare or
nursing care
As a result of these efforts, Toray was named a “Nadeshiko Brand” for
three consecutive years as a listed company distinguished for its
excellent contributions to the empowerment of women.




IV. Items regarding Internal Control System

1. Basic approach to internal control system and its development

Toray reviewed the contents of a basic policy on an internal control system for ensuring the appropriate
execution of operations, and revised it on December 18, 2015 as follows.

To realize the Management Philosophy, the Company shall establish a structure to execute its business legally
and effectively by improving its internal control system according to the following basic policy as a structure
to enable it to appropriately establish organization, formulate regulations, communicate information, and
monitor the execution of operations.

1. System to ensure that the execution of duties by members of the Board and employees complies with laws
and regulations and the Company’s Articles of Incorporation

(1) Toray shall establish the Corporate Ethics Committee, as one of the company-wide committees to promote
observance of corporate ethics and legal compliance, and shall take other measures to improve the required
internal systems, including the establishment of dedicated organizations.

(2) Toray shall establish the Corporate Ethics and Legal Compliance Code of Conduct as specific provisions
to be observed by members of the Board and employees, and shall take other measures to improve the
required guidelines, etc. Especially with regard to eliminating relations with antisocial forces, the Company
shall act as one to stand firmly against them.

(3) Toray shall establish an internal reporting system (whistle-blowing system) for the reporting of the
discovery of violation of laws, regulations, or the Company’s Articles of Incorporation.

(4) Toray shall establish Security Trade Control Program, one of the most important legal compliance issues,
and establish an organization dedicated to security export control.

2. System to ensure the efficient execution of duties by members of the Board

(1) Toray shall establish the Authority of Top Management to stipulate matters with respect to which
decision-making authority is reserved by the Board of Directors and matters with respect to which
decision-making is delegated to the President, General Managers, etc., from among matters necessary for
decision-making.

(2) Toray shall establish the Executive Committee and Board of Senior Vice Presidents as deliberative organs
for important matters decided by the Board of Directors or the President. The Executive Committee shall be
responsible for the general direction of policy, while the Board of Senior Vice Presidents shall be in charge of
issues related to implementation.

3. System for preserving and managing information pertaining to the execution of duties by the members of
the Board

(1) Toray shall establish regulations for important documents and important information related to
management, confidential information and personal information, and appropriately preserve and manage them
in accordance with the regulations.

4. Regulations and other systems pertaining to controls over risks of loss

(1) Toray shall identify potential risks in business activities, promote company-wide risk management to
strive to reduce the level of risk under normal business conditions, and prevent future crises, as well as
improve regulations and establish an internal committee to enable immediate implementation in the event of a
major crisis.

(2) Toray shall establish an internal control system for financial reporting that ensures the reliability of
financial reporting.

5. System for ensuring appropriate business operations within subsidiaries

(1) To establish a system under which subsidiaries report to the Company on matters regarding the execution
of duties by members of the Board, etc. of the subsidiaries, the Company shall provide regulations on the
regular reporting of important management information to the Company and regularly hold conferences at
which the Company’s management receives direct reports on the status of the management of the subsidiaries.
(2) To establish regulations and other systems pertaining to controls over risks of loss for subsidiaries, the
Company shall provide subsidiaries with guidance to help them to establish risk management systems
appropriate for their respective business forms and business environments, and shall receive regular reports on




the status of their activities.

(3) To establish a system for ensuring that members of the Board, etc. of subsidiaries effectively execute their
duties, the Company shall provide regulations on the scope under which the Company can reserve its
authority over the execution of business operations. In addition, Toray shall endeavor to grasp management
information in a unified manner and provide assistance and guidance necessary for subsidiaries by
determining divisions, etc. with control over its respective subsidiaries.

(4) To establish a system for ensuring that the execution of duties by members of the Board, etc. and
employees of subsidiaries complies with laws and regulations and the Articles of Incorporation, the Company
shall thoroughly familiarize its subsidiaries with the Company’s Corporate Ethics and Legal Compliance
Code of Conduct as a code of conduct in common for the Toray Group. At the same time, the Company shall
request the subsidiaries to establish their own codes of conduct, guidelines, etc. in consideration of the laws
and regulations, business practices, business forms, and other factors in their respective countries. In addition,
the Company shall direct its subsidiaries to establish systems under which the status of internal
whistle-blowing by members of the Board, etc. and employees of the subsidiaries is appropriately reported to
the Company.

6. System for reporting to corporate auditors and systems for ensuring that persons who report to corporate
auditors are not treated disadvantageously because of their reporting

(1) Members of the Board, etc. and employees of Toray Group and corporate auditors of subsidiaries shall
report matters regarding the execution of duties to corporate auditors in response to requests from the
corporate auditors.

(2) Department in charge of the internal reporting system (whistle-blowing system) shall regularly report the
status of internal whistle-blowing in the Toray Group to the corporate auditors.

(3) Toray shall stipulate regulations to the effect that members of the Board and employees who report to
corporate auditors via the internal reporting system (whistle-blowing system) or other means shall not be
subjected to any disadvantageous treatment because of the said reporting, and shall provide subsidiaries with
guidance to help them stipulate the same regulations.

7. Items pertaining to the handling of expenses and liabilities arising from the execution of duties by corporate
auditors
(1) Toray shall pay expenses, etc. incurred from the execution of duties by corporate auditors.

8. ITtems pertaining to employees assisting with corporate auditors’ duties, items pertaining to the
independence of said employees from members of the Board, and items pertaining to the assurance of
effectiveness of instructions from the corporate auditors to said employees

(1) Toray shall assign a full-time employee to provide assistance if and when corporate auditors request
assistance. The said employee shall exclusively follow the corporate auditors’ commands and instructions,
and the Company shall consult with corporate auditors in advance with respect to the personnel arrangements
for the said employee.

9. Other systems for ensuring effective implementation of audits by corporate auditors

(1) Corporate auditors shall attend Board of Directors meetings and other important meetings so that they may
ascertain important decision-making processes and the execution of operations.

(2) Corporate auditors shall hold regular meetings with members of the Board and management and conduct
regular visiting audits of Toray offices, plants, and subsidiaries.

2. Basic approach to eliminate antisocial forces and the status of promoting the position

Toray shall stipulate the elimination of any relations with antisocial forces in the Corporate Ethics and Legal
Compliance Code of Conduct, and adopt a resolute stand as a unified company.




V. Others

1. Implementation of Anti-takeover Measures

Whether any anti-takeover measures have
been implemented

Not implemented

Supplementary explanation related to this item

2. Matters regarding other corporate governance systems, etc.

At the Board of Directors meeting held on December 18, 2015, Toray resolved to establish a Governance
Committee in which all of the outside directors are included as members and which is chaired by one of the
outside directors.

Going forward, the Governance Committee will further enhance the effectiveness of the Board of Directors
through continuously reviewing mid- to long-term issues regarding overall corporate governance matters and
monitoring the status of operations of the Board. Through these efforts, Toray Group will strive for
sustainable growth and increased corporate value for the mid- to long-term.




[Reference: Corporate Governance System Diagram]
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Outline of Structure for Timely Disclosure

The internal structure for the timely disclosure of company information at Toray
Industries, Inc. (“Toray” or the “Company”) is as follows:

1. Basic stance toward information disclosure

Advocating ethics and fairness as one of the Corporate Guiding Principles in its
Management Philosophy, Toray Group has established the Corporate Ethics and
Legal Compliance Code of Conduct as specific provisions to be observed, and
disclosed them on its website. In the section titled Communication with Society,
the Company declares that it will actively and fairly disclose appropriate corporate
information by communicating with Group stakeholders, including stockholders.

In addition, the Company has also established the Information Disclosure
Principles to achieve management transparency, not only through efforts to comply
with disclosures prescribed by law, but also disclosing other kinds of information
in a fair, appropriate and timely manner. The Company also discloses these
principles on its website and puts them into practice.

2. Internal structure for timely disclosure

(1)

2)

€)

The Company has established the Internal Information Management and Insider
Trading Regulations to control information related to significant facts that could
have a material impact on the management of the Company or any of its
subsidiaries.

The Regulations organize details that fall under the material facts prescribed by law,
designate a department in charge of information by content of the material fact, and
stipulate that the Company shall disclose material facts promptly when they are
identified or arise.

The Company also determines that it shall disclose information about facts that
could have a significant impact on the management of the Company or any of its
subsidiaries in an appropriate and timely manner in accordance with the Internal
Information Management and Insider Trading Regulations as well as the
Information Disclosure Principles, even if they do not constitute material facts
prescribed by law.

The time and method to disclose information shall be determined through
consultation between the department in charge of information and the Corporate
Communications Department, which is responsible for disclosure.

The flow of information disclosure is as described in Exhibit 1- (1) (Information
Disclosure of “Facts Determined”) and Exhibit 1- (2) (Information Disclosure of
“Facts That Occurred”).

As a check function of the internal structure for timely disclosure, the Corporate
Auditors” Audit Rules sets down the implementation of the Audit of
Implementation Status of the Internal Control System, and corporate auditors
conduct audits according to the Rules to ensure that the system to disclose financial
information and other company information in an appropriate and timely manner is
properly constructed and operated, in cooperation with the Auditing Department,
which is responsible for internal audits.



Exhibit 1- (1) Information Disclosure of “Facts Determined”

Information Disclosure to Stockholders

— T~

Toray Industries, Inc.

Corporate Communications Department

Approved by the Board of Directors or by the President through consultation with the
Executive Committee or the Board of Senior Vice Presidents.

(Personnel in charge of information management are members of the Board of Directors,
Executive Committee and Board of Senior Vice Presidents)

<Facts Determined>

Discussion

Joint
discussion

Preparation of Facts Determined

(each Division)

Divisions in charge of
affiliated companies
(Affiliated Companies Division or

divisions in charge)

A

Proposal

Affiliated

Companies

Preparation of
Facts Determined
(President)




Exhibit 1- (2) Information Disclosure of “Facts that Occurred”

Information Disclosure to Stockholders

—— T~

Toray Industries, Inc.

Corporate Communications Department

4

Confirmed by personnel in charge of information management and
Representative Members of the Board.
Or, by the Board of Directors, the Executive Committee
or the Board of Senior Vice Presidents.

< Confirmation of Facts that Occurred >

Report

Report

Division in charge of information
(Corporate Strategic Planning Division,
General Administration Department,
Legal & Compliance Department,
Controller’s Department,

Finance Department, staff of each Division)
A

Report

Facts that Occurred
(each Division)

Divisions in charge of information
(Affiliated Companies Division or
divisions in charge)

A

Report

Affiliated
Companies

Facts that Occurred

(President)




