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The corporate governance of TAIYO YUDEN CO., LTthe “Company”) is described below.

I. Basic Views on Corporate Governance, Capital Str  ucture, Corporate Profile and
Other Basic Information

1. BasicViews
Basic Policy for corporate governance

The Company’s management philosophy is to implenfentployee well-being,” “betterment of loca
communities” and “responsibility to provide retutnsshareholders.” The Company’s Board of Directord
Operating Officers believe that the Company's docisponsibility and managerial mission is |to
establish/maintain good social and public relatigps, protect public interests and achieve sudtdna
business development from a global perspective.

The Company’s corporate vision is “to be an exegltmmpany that enjoys the trust and highest refyard
our customers.”

To implement our management philosophy and visieadily, we promote earnings improvement measpres
consisting of both growth strategies and structigfalrms; emphasize management transparency, $asiarel
information disclosure; and establish a structung schemes that allow swift decision making andriass
execution to enhance our competitiveness.

Information on the company’s Basic Policy for caigte governance may be found on the company’s veepsi
at http://www.yuden.co.jp/ut/iryrmanagement/govecemdex.html.

[Reasons for Non-compliance with the Principles of the Cor porate Gover nance Code]

[Supplemental Principle 4-1-3: Monitor successgitanning for the CEO]
Nurturing the successors of the representativetdirés an important management issue. The Nonaingti
Committee will discuss the system to nurture susmess ensuring transparency and fairness, andalecig
an appropriate system for the nomination of suaressuring fiscal 2017.

[Disclosure Based on the Principles of the Corporate Gover nance Code]

[Principle 1-4: Cross-shareholdings]
Our policy regarding cross-shareholdings and ther@ for exercising voting rights of cross-helthges are
described in Chapter 2-4-(1)-(2) of the article sBaPolicy for Corporate Governance” found on oebsite.

[Principle 1-7: Create appropriate procedures aamehéworks for transactions between related parties]
Our policy regarding transactions between relatadigs is described in Chapter 3-4-(1)-(2) of thiclke
“Basic Policy for Corporate Governance” found om website.
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[Principle 3-1: Full disclosure]

1.0ur corporate philosophy, vision, managementtegisa business plans are disclosed in the finan
statement briefing materials and annual reportsusrwebsite.

2.0ur fundamental concepts of corporate governasogell as basic policies are disclosed in thenfired
and corporate governance reports on our website.

3.Policies and procedures for the Board to detexrdinector Remuneration are disclosed in the firgn
reports and notices for the convening of sharematdeetings.
4.Policies and procedures for the nomination ofd@ates for directors and auditors are disclosethén
financial and corporate governance reports.
5.Individual reasons regarding the selection ofladates for directors and auditors are discloséddmotices
for the convening of shareholder meetings.

[Supplemental Principle 4-1-1: Scope of delegat@othe management]
A synopsis of the scope of delegation to the mamagé can be found in Chapter 5, Section 2, 2-(L§3R
of the article “Basic Policy for Corporate Governahfound on our website.

[Principle 4-8: Effective use of Outside Directors]
The effective use of Outside Directors is descrilme@hapter 5, Section 1, 1-(2) and Section 2,)3s(2he
article “Basic Policy for Corporate Governance”riduwon our website.

[Principle 4-9: Criteria for judging the independerof Outside Directors and their nature]

The Board has formulated its own “Standards forltftzpendence of Outside Directors/ Outside Aud
Supervisory Board Members.” It selects independarttors from outside the company on the basibexe
criteria. In addition, the Board lists the reasorstheir selection in the notice of convocationiriiorm the

shareholders. The Standards for the Independen@etsfde Directors/ Outside Audit & Supervisory Biba

Members may be found on the company’s website.

[Supplemental Principle 4-11-1: Concept of balamidenowledge, diversity, and size of the board afale]
The concepts regarding the balance of knowledgegréence, and skills of the Board (as a whole) el¢ &
its size are described in Chapter 5 Section 3 Ie{lhe article “Basic Policy for Corporate Govenna”
found on our website.

[Supplemental Principle 4-11-2: Posts held conctlyeby Outside Directors and auditors]

Directors concurrently holding other positions discussed in Chapter 5 Section 3, 1-(4) of thelartBasic
Policy for Corporate Governance” found on our wiehdmportant concurrent posts held by Outside dines
are disclosed in the notice of convocation of dhalder meetings, financial statements, and corpd
governance reports.

[Supplemental Principle 4-11-3: Analysis and assest regarding the effectiveness of the Boardvalsaie]
1. Evaluation method

The Company implemented self-evaluations by eaefctdir with regard to the effectiveness of the Bazfr
Directors using questionnaires to all the Directomd Audit & Supervisory Board Members.Major iteimg
the questionnaires included 1) the compositiorhefBoard of Directors, 2) the operation of the Boaf
Directors, 3) aggressive governance-related questimd 4) defensive governance-related questidms
Outside Directors, Outside Audit & Supervisory Bbdembers and Audit & Supervisory Board Memlk
sanalyzed and evaluated the self-evaluation rebylthiemselves and reported their views to the @adr
Directors.

2. Outline of evaluation result

The evaluation of the effectiveness of the Boar@ioéctors in the previous fiscal year confirmedttthe
Board of Directors Meeting is highly regarded asmeheld with reasonable frequency and offering
opportunity for the members to discuss and expopgsons openly. As for the operation of the Boafd
Directors, the operational efficiency and functiityavere improved through efforts to reduce theoamt of
time spent on operation, and brush up and evercesithe amount of documents and information subdit

cial

t &

rat

her

an

te

Meanwhile, it was pointed out that the Company #hanalyze factors regarding the result of managen

ne

strategies and targets and have in-depth discissiorcountermeasures thereof, while addressingamTtt

related to the execution of duties by the Directord strengthening capabilities to oversee risks.
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The Board of Directors is aiming to further enhaoapabilities by addressing these matters systeaflgti

[Supplemental Principle 4-14-2: Policy for traigiBirectors and Audit & Supervisory Board Members]
The policy for training Directors and Audit & Supé&sory Board Members is described in Chapter 5iSeg
3-5 of the article “Basic Policy for Corporate Gavance” found on our website.

—

[Principle 5-1: Policy for constructive dialoguegiiwshareholders]
The policy for constructive dialogues with shareleos is described in Chapter 6 Section 1 of thielant
“Basic Policy for Corporate Governance” found om eebsite.

2. Capital Structure

Foreign Shareholding Ratio From 20% to less than 30%

[Status of Major Shareholder s

Name / Company Name Number of Shares Owne Percentage (%
The Master Trust Bank of Japan, Ltd. (Trust Account) 23,232,700 19.72
Japan Trustee Services Bank, Ltd. (Trust Account) 11,223,600 9.53
Sumitomo Mitsui Banking Corporation 4,000,000 3.39
Trust & Custody Services Bank, Ltd. (Securities 3,530,900 2.99
Investment Trust Account)

The Iyo Bank, Ltd. 3,000,100 2.54
Japan Trustee Services Bank, Ltd. (Trust Account 9) 2,751,600 2.33
BNP Paribas Securities (Japan) Ltd. 2,055,400 1.74
HSBC ASIA EQUITY FINANCE-JAPAN EQUITIES 2,000,842 1.69
(TRADING)

Goldman Sachs Japan Co., Ltd. 2,000,000 1.69
Sato Traffic Orphan Welfare Fund 1,916,640 1.62

Controlling Shareholder (except for Parent
Company)

Parent Company None

Supplementary Explanation

1. The information above concerns large sharehsldeiof March 31, 2017.
2. The company holds 2,650,804 of its own shareX)92 of which are not shown on the list of laige
shareholders.

3. CorporateAttributes

Listed Stock Market and Market Section Tokyo Stock Exchange First Section

Fiscal Year-End March

Type of Business Electric Appliances

Number of Employees (consolidated) as of the
_ _ More than 1000
End of the Previous Fiscal Year

Sales (consolidated) as of the End of the . .
) i From ¥100 billion to less than ¥1 trillion /
Previous Fiscal Year




Number of Consolidated Subsidiaries as of|the
From 10 to less than 50

End of the Previous Fiscal Year

4. Policy on Measures to Protect Minority Shareholders in Conducting Transactions with Controlling
Shareholder

5. Other Special Circumstances which may have Material Impact on Cor por ate Gover nance

None

Il. Business Management Organization and Other Corp  orate Governance Systems
regarding Decision-making, Execution of Business, a nd Oversight in Management
1. Organizational Composition and Operation

Organization Form Company withKansayaku Board
[Directorsg|

Maximum Number of DirectorsStipulated in

Articles of Incorporation 10

Term of Office Stipulated in  Articles af

Incorporation One year

Chairperson of the Board Outside Director

Number of Directors 7

Number of Outside Directors 2

Number of Independent Directors 2

Outside Directors’ Relationship with the Company (1

Relationship with the Company*

Name Attribute - -
a|b|lc|d|e]|f|g]|h]|] i k

Hisaji Agata From another company

Masashi Hiraiwa Lawyer

*  Categories for “Relationship with the Company”
* " (O” when the director presently falls or has recefdalien under the category;
“A” when the director fell under the category in faest
*  “@” when a close relative of the director presendlysfor has recently fallen under the category;
“ A"when a close relative of the director fell undee tategory in the past

a. Executive of the Company or its subsidiaries

b. Non-executive director or executive of a pasarhpany of the Company

c. Executive of a fellow subsidiary company of @@mpany

d. A party whose major client or supplier is then@pany or an executive thereof
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e. Major client or supplier of the listed compamaa executive thereof

f. Consultant, accountant or legal professional véueives a large amount of monetary consideratiather
property from the Company besides compensationda®etorkansayaku

g. Major shareholder of the Company (or an exeeubivthe said major shareholder if the sharehdklar
legal entity)

h. Executive of a client or supplier company of @@mpany (which does not correspond to any of dr 8,
(the director himself/herself only)

i. Executive of a company, between which and then@any outside directoisinsayaku are mutually
appointed (the director himself/herself only)

j- Executive of a company or organization that ree® a donation from the Company (the director
himself/herself only)

k. Others

Outside Directors’ Relationship with the Company (2

Designation ag
Name Independent
Director

Supplementary Explanatiog

of the Relationship Reasons of Appointment

Hisaiji O HIBIKI Partners Co., [Reasons for election]
Agata Ltd.: Special Adviser Mr. Hisaji Agata is an expert in corporate
RaQualia Pharma Inc.: incubation aiming to formulate a highly
Audit & Supervisory transparent and sound business structure,| and
Committee Member has a long history of achievement and proyen

77 Capital Co., Ltd.: insight as a business manager. Mr. Agata serves
as Chairman of the Company’s Board |of

Directors, Nomination = Committee and
Remuneration Committee, providing advice and
proceeding with the meetings from |a
constructive, independent and fair standpoint. In
this way, he fulfills his role to help improve the
effectiveness of the Company's Board |of

Directors and strengthen the corporate

governance functions. For these reasons, it|was
judged that Mr. Agata would be able to execute
his duties as an Independent Outside Diregtor
who supervises business execution. Therefore,
the Board of Directors has approved his

renomination as candidate for Independent
Outside Director.
[Independence]

He has no particular interests concerning [the
company. In addition, he satisfies the company’s
“Standards for the Independence of Outside
Directors/ Outside Audit & Supervisory Board
Members” and all requirements for independent
directors, as prescribed by the Tokyo Stock
Exchange. We judge him to be fully
independent.

Outside Director

Masashi | OHHARA LAW OFFICE: [Reasons for election]
Hiraiwa Attorney Mr. Masashi Hiraiwa has served as an officef or
in a similar position at investment corporatiops,
and possesses abundant experience and high-
level expertise as an attorney specializing in
corporate legal affairs. He has demonstrated a
high sense of ethics by offering constructjve
opinions and organizing points of discussion or




debate from an objective perspective, &nd

fulfilling the monitoring function over the

Company's overall management such
governance and legal compliance includ

as
ng

internal control, at meetings of the Company’s
Board of Directors. For these reasons, it Wwas
judged that he would be able to fulfill his duties

as Independent Outside Director who superv

Ses

business execution. Therefore, he Was

reappointed as a candidate for Outside Direq
Although Mr. Hiraiwa has not been involved

tor.
in

corporate management in ways other than being
an outside officer, it was judged for the aboye-
mentioned reasons that he would be able to
appropriately execute the duties of Outsjide

Director.
[Independence]
He has no particular interests concerning

the

company. He satisfies the company’s “Standards

for the Independence of Outside Directd

Outside Audit & Supervisory Board Members

rs/

and all requirements for independent directors as
prescribed by the Tokyo Stock Exchange. We

judge him to be fully independent.

Voluntary Establishment of Committee(s) Correspogd
to Nomination Committee or Remuneration Committee

'Established

Committee’s Name, Composition, and Attributes o&igberson

Committee Corresponding { Committee Corresponding {o
Nomination Committee Remuneration Committee

Committee’s Name Nomination Committee Remuneralommittee

All Committee Members 4 4

Full-time Members 0 0

Inside Directors 1 1

Outside Directors 2 2

Outside Experts 0 0

Other 1 1

Chairperson Outside Director Outside Director

I Supplementary Explanation

The company has established the Nomination Comenéttel Remuneration Committee for ensuring a high

degree of transparency and fairness in management.

The committees comprise an independent Outsidecirdas chairman), President and Chief Execurtiye

deliberations.

Officer, Outside Directors, and one Audit & Supsory Board Member to ensure objectivity in thei

+ The Nomination Committee takes up nominations afdadates as Board members and executi
proposals for election and dismissals with regandles, and disciplinary matters.
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+ The Remuneration Committee takes up the matterseecnimg director remuneration system and individ

Remuneration.

Agenda items taken up by the committees are plandtle agenda of the Board for decisions.

ual

[Kansayaku]
Establishment oKansayaku Board Established
Maximum Number ofkansayaku Stipulated in .
Articles of Incorporation
Number ofKansayaku 4

Cooperation amoniansayaku, Accounting Auditors and Internal Audit Departnent

The Audit & Supervisory Board meets regularly (endt four times a year) to consider the a
implementation report from the Accounting Auditoirs.addition, it ensures and maintains the adeq@éc
financial statements. Furthermore, the auditorskwetysely with the Accounting Auditors, accompahgr
on their site audits of major locations and sulssids, and work to implement efficient auditingqirees.

Accounting Auditors

The primary certified accountants executing thatmgltasks include
Michitaka Shishido, CPA

Hideaki Takao, CPA
Yoshiko Imai, CPA

udit
y

Appointment of Outsid&ansayaku Appointed
Number of Outsidé&ansayaku 2
Number of Independemtansayaku 2

OutsideKansayaku's Relationship with the Company (1)

Name

Relationship with the Company*

Attribute

a

b

(¢

d

e

f

g

h

Hajime Yoshitake

From another company

Kazuhiro Yamakawsd

Lawyer

*

Categories for “Relationship with the Company”
* " (O” when the director presently falls or has recefdalien under the category;
“A” when the director fell under the category in faest

*  “@” when a close relative of the director presendlysfor has recently fallen under the category;
“ A"when a close relative of the director fell undee tategory in the past

a. Executive of the Company or its subsidiary

b. Non-executive director or accounting advisothef Company or its subsidiaries
c. Non-executive director or executive of a pammhpany of the Company

d. Kansayaku of a parent company of the Company

e. Executive of a fellow subsidiary company of @@mpany
f. A party whose major client or supplier is then@any or an executive thereof
g. Major client or supplier of the Company or ae@xtive thereof

h. Consultant, accountant or legal professional vdueives a large amount of monetary considerairon
other property from the Company besides compemsasakansayaku



i. Major shareholder of the Company (or an exeeuti¥ the said major shareholder if the sharehdkler
legal entity)
j- Executive of a client or supplier company of tbempany (which does not correspond to any of érdp)
(thekansayaku himself/herself only)
k. Executive of a company, between which and then@my outside directoksinsayaku are mutually
appointed (théansayaku himself/herself only)
|. Executive of a company or organization that nez® a donation from the Company (tkensayaku
himself/herself only)

m. Others

OutsideKansayaku's Relationship with the Company (2)

Name

Designation ag
Independent
Kansayaku

Supplementary
Explanation of
the Relationship

Reasons of Appointment

Hajime
Yoshitake

O

Adjunct Lecturer of
Meiji University
Professional
School

General Manager of Th
Institute of Internal
Auditors — Japan

[Reasons for election]
He has many years’ experience of audit

Graduateoperation at financial institutions and interr

control consulting operation at busing
ecorporations and possesses exceptional ins
abundant experience and a good track re
regarding auditing operation. It is expected thea
can help establish a highly transparent and
management oversight system, supervise
appropriateness of deliberation and decig
making on important matters in light of tk
“business judgment rules,” and offer insight frg
his objective “auditor’s perspective” based on
knowledge and experiencéhus, he was electe
as an Outside Auditor.

[Independence]

company. He satisfies the company’s “Standg
for the Independence of Outside Directg
Outside Audit & Supervisory Board Member
and all requirements for independent directors
prescribed by the Tokyo Stock Exchange.
have asked him to perform auditing tasks (as
independent director) to ensure objectivity &
neutrality while verifying the overall effectiverse
of the Board.
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d

He has no particular interests involving the

ards
rs/
K
5 as
We
an
ind
5

Kazuhiro
Yamakawa

Professor Emeritug
Nihon University
Lawyer at
International
Offices

Azabu
Law

, [Reasons for election]

He has a distinguished track record ag
prosecutor, lawyer, and university professor.
possesses considerable knowledge of I
matters in general and corporate law in particu
In addition, he has sufficient knowledge

monitor corporate management. Since his eleg
as an Outside Auditor, he has verified |
existence of blind spots unique to the compg
particularly in the areas of internal control aistk 1
management. Furthermore, he ensures that 1
are no lacunae in the management’s and Bog
execution of their duties. He is not involved
company management in any way other than g
Outside Director. Therefore, we judge h

a
He
gal
lar.
to
tion
he
any,

here

ard’s
in
san
m




capable of appropriately performing the duties of
an Outside Auditor.
[Independence]
He has no particular interests involving the
company. He satisfies the company’s “Standards
for the Independence of Outside Directqrs/
Outside Audit & Supervisory Board Member
and all requirements for independent directors as
prescribed by the Tokyo Stock Exchange.
have asked him to perform auditing tasks (as an
independent director) to maintain objectivity and
neutrality while verifying the overall effectivere
of the Board.

[Independent Director s/Kansayakul]
Number of Independent Directokshsayaku 4

Matters relating to Independent Directéansayaku

Although the company’s four independent directoeetithe requirements imposed by the Corporation| Act
and the company’s “Standards for the Independeh@etside Directors/ Outside Audit & Supervisorydsd
Members,” they do not qualify for any of the regumirents outlined in Section 211, Subsection 4-Hef
Securities Listing Regulations Enforcement GuidssinTherefore, the four directors are considerebletp
independent directors.

—

[Incentives)

Incentive Policies for Directors Performance-linked Remuneration / Stock Options /

Supplementary Explanation

Described in the “Director Remuneration” section.

Recipients of Stock Options Inside Directors / Other

Supplementary Explanatior; Update

The details of the stock options are as follows.

Name: Taiyo Yuden Co., Ltd. Stock Options Issudg 2017
Total number of options: 61
Those eligible for stock options, their number @mel number of options granted include Company Board
members (excluding outside Board members): 5 pergthoptions
Company Operating Officer (excluding those als@isgron the Board): 12 persons, 31 options
Type and number of shares underlying options: @ld@ares of common stock in the company

[Director Remuneration]

3

No Individual Disclosure

Disclosure of Individual Directors

Remuneration




Supplementary Explanation

Remuneration of directors for the period ending 82017 (76th term) is as follows:
- Directors: 213,000,000 yen (paid to 9 persons)
- Audit & Supervisory Board Members: 76,000,000idda 6 persons)

Policy on Determining Remuneration Amounts }
Established

and Calculation Methods

Disclosure of Policy on Determining Remunerationddmts and Calculation Methods

Policy for determining director remuneration argldetails

1. Policy for determination

(1) Remuneration shall be transparent and fairdaseguantitative rules.

(2) The appropriateness of remuneration levelsl ffiesabhssessed following the full investigation tfiey
companies in the industry as well as the economicsacial situation.

(3) The remuneration system shall emphasize pedocetliinked incentives, aiming at improving
performance.

2. Policy details
The company has established a Remuneration Cornenakean advisory organ to the Board to ensure
transparency and fairness in the process of setlilgtor remuneration. The Remuneration Committee,
chaired by an independent Outside Director, deditesr and reports on policies, systems, formulag,| an
individual remuneration for director remuneratid®®egarding specific determinations of remuneratam
amount is calculated in accordance with the reguiatlaid down by the company, within a remuneratio
framework approved at the general meeting of slddehs. Following deliberations by the Remuneration
Committee, Director remuneration is determinedhgyBoard of Directors, while Audit & Supervisory &d
Member remuneration is determined by the Audit &&uwisory Board.

The director remuneration system is as follows:

(1) Since Board members also serving in executaitipns are required to achieve performance targedir
remuneration comprises fixed “monthly remuneratiant “Board member bonuses,” which are linked
to performance, and “equity-based remunerationh@form of stock options.
Monthly remuneration is paid as a fixed remuneraliased on individual duties.
Board member bonuses are performance-related reatiore distributed in an amount based |on
consolidated performance metrics in each fiscal @gpending on the position and degree of conidhyt
to performance.
Equity-based remuneration is granted as an inoefdivincreasing corporate value in the medium- gand
long-term in an amount of shares determined bydsition.

(2) In consideration of their independence, Outddil@ctors are only paid on a monthly basis anchsuc
remuneration is not performance-based.

(3) In consideration of the fact that Audit & Supieory Board Member conduct compliance audits, ey
only paid on a monthly basis.

[Supporting System for Outside Directors and/or Kansayaku]

Outside Board members and Outside Auditors mayestquarious departments to provide information to
actively gather the information required to perfdirair duties.
In addition, the company has established a sydtamnbtakes available important company informatmn t
outside Board members and Outside Auditors, asssacg The company has also appointed a person
responsible for promptly providing required compamfprmation to outside Board members and Outside
Auditors upon request.
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2.Matters on Functions of Business Execution, Auditing, Oversight, Nomination and Remuneration

Decisions (Overview of Current Corporate Gover nance System)

1. Roles and responsibilities of the Board of Divex

(1) The Board of Directors shall aim for corporatanagement to be an excellent company that enfi@ys t
trust and highest regard from stakeholders, inolydihareholders, customers, employees and |ocal
communities, to accomplish the fiduciary respotigjbientrusted by shareholders and increase|the
Company’s interests and the common interests arsbageholders.

(2) The Board of Directors shall deliberate ancedatne important matters for the entire Group vaithple
time, including management policies, managemeritegires, business plans, capital policy and|the
matters on internal control, for the purpose oftcwously increasing corporate value from a longrte
perspective.

(3) The Board of Directors shall strengthen the aggment system for risk factors surrounding coreara
management of the Company and always monitor teeution of business operations.

2. Delegation of authority by the Board of Direstéo top management

(1) To ensure the effective decision making by Bward of Directors, the Management Implementation
Committee shall deliberate in advance policy mattezgarding business operations for Group
management, whereas the TM (Top Management) Mesgtialyjdeliberate in advance matters concerning
personnel, organization and remuneration systemshi entire Group. Both organs shall determine
matters delegated by the Board of Directors.

(2) Operating Officers are in place in order totlier clarify roles and responsibilities of Directarho
monitor and supervise the management of businesparsons who execute business operations.| The
Operating Officers shall conduct business flex#ohg quickly as an executor responsible for thei@e¢t
he or she is in charge, under the direction ofdhief Executive Officer, in accordance with managatr]
policies and strategies determined at meetingseoBbard of Directors.

3. Effectiveness of the Board of Directors
(1) To ensure the fairness of meetings and strengtihe authority of management oversight, the Bodr,
Directors shall be chaired by the Chairman of tbar#@ of Directors (Outside Directors, if the Chaam
of Board of Directors is absent or unable to adchaschairman).
(2) At the Board of Directors meeting, the Direst@nd the Audit & Supervisory Board Members shall
evaluate by themselves the effectiveness of thedBoaDirectors every year. The Board of Directprs
shall disclose issues to be addressed and otheed ba analysis results and address how to resoble
issues.

o

4. Directors
(1) The Company has seven (7) Directors, at pre3amt (2) of them are appointed as independenti@aits
Directors.

(2) To clarify management responsibilities duringien fiscal year and increase shareholders’ denfie,
Directors’ term of office is one (1) year.

(3) The reason for the selection of directors seldised by taking into account knowledge, expeaehistory
of achievement and other factors.

(4) Except for Outside Directors, the Directors @mamently serve as Operating Officers who are iargh of
both oversight and the execution of operationse®@ars shall report with emphasis on the business
performance and oversight operations of the dimsidepartments they are in charge of to the Bofrd o
Directors.

5. Audit & Supervisory Board and Audit & Supervig@oard Members
(1) The Company has adopted an Audit & Supervi®ogrd Members system. The Audit & Supervisory
Board meeting is held monthly, in principle.
(2) The Company has four (4) Audit & SupervisoryaBb Members including Outside Audit & Supervisory
Board Members. Two (2) of them are appointed agpeddent Outside Audit & Supervisory Board
Members.
(3) To raise the effectiveness of audits, each d&idsupervisory Board Member attends Board of Diivex
meetings and attends meetings related to the emacaf business operations and other imporiant
meetings by sharing the tasks with each other. Mae Audit & Supervisory Board Members strive|to
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(4) The Audit & Supervisory Board has its own dediel staff to smoothly conduct auditing operatisunsh

6. Voluntary advisory panels
(1) For the purpose of conducting “highly transpai@nd fair management,” the Company has establiahe

(2) Both Committees are composed of the PresidahChief Executive Officer, Outside Directors amk o

7. General policy regarding the roles and eleatib@utside Corporate Officers
(1) In electing Outside Directors, to ensure tramepcy in the authority of management oversigh,|th

strengthen the auditing system through frequentneonications with the Accounting Auditors and the
internal audit department by meeting regularlynesising accounting audits as observers and condycti
joint audits with the internal audit department.

as information communications and data management.

Nominations Committee and a Remuneration Committee.

(1) Audit & Supervisory Board Member. They are cbdiby independent Outside Directors to ensure
objectivity of each deliberated matter.

(3) The Nominations Committee deliberates matteich sas the designation of candidates for Corpgrate

Officers to be elected/dismissed, the draft on matimg or dismissing officer positions and disciply
actions. The Remuneration Committee deliberataemsygsof remuneration to Corporate Officers, as yell
as details of remuneration to each Corporate Qffidee matters deliberated at the respective corees
are discussed at the Board of Directors for detegition.

Company has established rigorous “Standards fointhependence of Outside Directors/Outside Audit
& Supervisory Board Members” as requirements feirthppointment referencing, and making it more
rigorous than, other standards for independencablkestted by financial instrument exchanges and
organizations advising the exercise of voting ghicluding the “Securities Listing Regulation®t $
forth by the Tokyo Stock Exchange.

(2) The two (2) Outside Directors meet the Compsuiytlependency requirements. They make efforts to

strengthen the supervisory capability of the Comgpand strive to strengthen objective managemient.
Specifically, they fulfill a role that is importatd the decision-making process and provide opsfoom
the perspective of either technical experts oredizEiders independent of executive management, hased
on a broad view that leverages knowledge of cotpoiegal affairs and the experience of corporate

managers.

(3) The two (2) Outside Audit & Supervisory Boardeivibers meet the Company’s independency

requirements. They cooperate with each other toitmoiine status of internal control of operatiomsao
daily basis. Specifically, they are responsibleifimestigating and verifying whether the Directataties
are legally conducted in compliance with the reféviaws. In addition to possessing technical and
practical knowledge of their own in the fields @ and accounting, they objectively monitor the
execution of duties by Directors.

3. Reasonsfor Adoption of Current Corporate Gover nance System

The Company is a company with an Audit & SuperwisBoard and established organizations: Board of

Directors, Audit & Supervisory Board and the Accbng Auditors. In addition, the Company has adozed
corporate governance structure under which alCthiside Directors and Outside Audit & SupervisopaBl
Members are designated as Independent Officergtfom there is no possibility of conflicts of intetavith
general shareholders. Consequently, the OutsideeDirs and Outside Audit & Supervisory Board Mersher
work closely with the Audit & Supervisory Board Mbers and the internal audit department, thereby
enabling the effective utilization of the Audit &ufervisory Board Members’ functions and enhancing
authority of management oversight.

—

Implementation of Measures for Shareholders an  d Other Stakeholders

1. Measuresto Vitalizethe General Shareholder Meetings and Smooth Exercise of Voting Rights

Supplementary Explanations

Early Notification of Genera] We will send the notices regarding the convocatibregular shareholders’
Shareholder Meeting meetings three weeks prior to the day of the mgetinensure that oy
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esteemed shareholders have adequate time to reékivagenda for th
shareholders’ meeting and properly exercise thating rights. In addition
in the interest of more prompt disclosure, on thg drior to sending th
notices, we will place them on our website, theybtock Exchange, an
the voting rights exercise platform.

Scheduling AGMs Avoiding
the Peak Day

Allowing Electronic Exercise
of Voting Rights

In the interest of the shareholders and institaidnvestors who canndg
directly attend the shareholder’'s meeting, we effiploy electromagneti
methods (including electronic voting platforms)eteercise voting rights.

Participation in  Electronig

Voting Platform

t In the interest of ensuring an adequate perio@gwakw for voting purpose
and early disclosure, we will utilize an electronioting system fo
institutional investors run by ICJ., Co. Ltd.

Providing Convocation Notic
in English

e In addition to placing an English version of theic® of convocation on ou
website (the same day as the Japanese versiostidpoon the day befor
the notice of convocation is sent, (the same dahesapanese version), v
will also provide the notice to the voting righteeecise platform and Toky
Stock Exchange to speed up disclosure to foreigesitrs.

Other To provide easy-to-understand information to ineestwe will make the
notice of convocation more visual, with color imagef the candidates
graphs, and other related material. In additionywitepost the presentatio
materials from the shareholders’ meeting as wellttas voting results
(provision reports) on our website.

2. IR Activities

Supplementary Explanations

Preparation and Publication
Disclosure Paolicy

Regular Investor Briefings fo
Individual Investors

=

Regular Investor Briefings fo
Analysts and
Investors

Institutional the end of the fiscal term. We will hold such hrgs for analysts an

r The President and Chief Executive Officer atterdsfinancial briefing a

institutional investors during the release of gewdytreports in the form o
teleconferences.

Regular Investor Briefings fo
Overseas Investors

=

Posting of IR Materials ol
Website

nWe have created a shareholder and investor infawsmaite on our website
where we post IR materials, such as earnings dletnd supplementg
materials to financial statements, consolidatedrfaial statements, ad h
reports, English financial statements, annual fspand notices of th
convocation of shareholders’ meetings.

In addition, we aim to create a page for individiralestors to make th
website easier to understand.

Establishment of Departme
and/or Manager in Charge
IR

ntDepartment responsible for Public Relations Depantm
Of

pfiWe have formulated a disclosure policy, which iaikable on at our website.

11
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3. Measuresto Ensure Due Respect for Stakeholders

Supplementary Explanations

Stipulation of Internal Rule
for Respecting the Position
Stakeholders

5The company aims to achieve three aspects: “emgloyell-being,”
bf‘betterment of local communities” and “responsililio provide returns t
shareholders.” The Director and Operating Officelidve that the CSR an

o ©
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the mission of management are to serve societapahlic interests as we
as continuously develop its business.

Implementation off We are promoting various environmental and CSRifiets in line with our
Environmental Activities, CSR management philosophy. We have prepared a “Safedy Environment
Activities etc. Report” that summarizes our annual activities incus#y and the

environment. This report can be found on our websit

Development of Policies o
Information  Provision tg
Stakeholders

Other —

=

"We have created an information disclosure polidyictv can be found on ol
website.

IV. Matters Related to the Internal Control System

1. Basic Viewson Internal Control System and the Progress of System Development

1. System for ensuring that Directors, Operatinfic®fs and employees perform their duties in acaoce
with laws, regulations and the Articles of Incoration, as well as a system for ensuring the ap@atep
business operations within the company group (flag/b Yuden Group™) consisting of the Company and
its subsidiaries

(1) The Board of Directors shall resolve importamitters in accordance with laws, regulations ard| th
Articles of Incorporation, as well as the "BoardDifectors Regulations” and other internal regolagi

(2) The Board of Directors shall strengthen the aggment system for risk factors surrounding |the
management and supervise the execution of duti@iregtors.

(3) Audit & Supervisory Board Members shall monitbe appropriateness of resolutions by the Board of
Directors, as well as the execution of duties byeElors and Operating Officers.

(4) A Internal Control Committee shall be estaldidhas a system to promote the Group's compliance
activities. The committee shall designate a resptsnperson for each of the items set forth in"ffayo
Yuden Group CSR Code of Conduct" and conduct canpé activities on an ongoing basis in accordance
with the compliance management system.

(5) Awhistleblower system shall be operated falyedetection of compliance-related problems of@reup.
The detected problems shall be investigated arrdcibre measures shall be taken to prevent a reocer

(6) Corporate information and other materials metatto the Group shall be swiftly and appropriate
disclosed to shareholders and investors.

(7) A firm and uncompromising stance will be takenan organizational basis against antisocial meves
or groups.

(8) Internal control shall be streamlined and ofeetdor the purpose of ensuring the reliabilityfioncial
reports in accordance with the Financial Instruraemd Exchange Act.

(9) As for the execution of business operatiorsusidiaries, the relevant operating division/depants of
the Company shall be the contact to grasp the mistances thereof, and sufficient exchange of
information and coordination of interests shall dmmducted with regard to important information|in
accordance with the "Group Management Rules" torengppropriateness of business operations while
respecting the management intentions of the relspemtibsidiaries.

=

<

2.System for the storage and management of infaomaitith regard to the execution of duties by Dices
and Operating Officers of the Company

(1) The Company shall record the statutory documenth as the minutes of the General Meetings of
Shareholders, the minutes of the Meetings of ther@of Directors, and the minutes of other impdrian
meetings concerning the execution of duties byddines and Operating Officers in the form of docutaen
or electromagnetic media, and store and managettigather with relevant materials, in accordandé w
laws and regulations, as well as the respectivdingeriles.

(2) The Company shall maintain an environment émetbles Directors and/or Audit & Supervisory Board
Members to access said information at any time@oalance with the respective meeting rules.

3.Rules for managing risks of loss with respech®oCompany and other systems
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(1) A Internal Control Committee shall be estat#dlas a system to promote risk management acsivitiee
committee shall designate a responsible persoeafch risk category. Risk management activitiesciwvhi
consist of risk identification, evaluation of rikkvels, decision and execution of risk countermessand
monitoring/review of the status of implemented deameasures, shall be continuously performed as per
the Group risk management system.

(2) As per the Company's Group Business Continaiityf Risk Management Regulations, the effects on
business activities resulting from the occurren€eamy risks including natural disasters shall |be
preassumed, an emergency task force shall be fodeyehding on the scale of expected adverse effects
and preventive measures shall be taken in advanmteggeacetime. In case a business continuitylenob
arises, countermeasures shall be taken in compliaitb the BCP (Business Continuity Plan) put imcel
to enable the early resumption of business aaaviti

4.System for ensuring the duties of Directors ef@ompany are efficiently performed

(1) To ensure that decision making by the BoarDicéctors are appropriate and efficient, a collegaly to
deliberate important matters regarding the exenufdusiness operations and personnel affairs lsba
established.

(2) To improve the efficiency of the execution aftiés by Executive Directors, Operating Officeralsbe
in place.

(3) An Internal Control Committee shall be estdi#id as a collegial body that deliberates on thermiad
control system and evaluates its activities, apdraon responsible for promotion shall be desightte
each item set forth in this resolution. The Inté@antrol Committee shall regularly receive repugt
from the aforementioned persons responsible fomptmn on the activity achievements and report|the
achievements to the Board of Directors.

(4) The decision-making process shall be simplifeetl accelerated by proactively leveraging varipus
computer systems for such applications as workflaigeo conferences, the sharing of information and
information management by leveraging IT technology.

5.System for ensuring appropriate business opematigthin the Taiyo Yuden Group
(1) System for reporting to the Company on matterscerning the execution of duties by Directorshef
subsidiaries of the Company and other personssiitiiar authority
1) The status of the performed business operatibsgbsidiaries shall be reported as per the Coyrgan
"Group Management Rules" to encourage the shafimgfarmation with relevant departments of the
Company.
2) The Company shall strive to understand the mamagt circumstances of its subsidiaries by disjragc
some of its Operating Officers and/or employeethéorelevant subsidiaries.
(2) Rules for managing risks of loss with respedry subsidiary of the Company and other systems
1) As per the Group risk management system, thesidialby shall continuously perform its risk
identification, evaluation of risk levels, decisio@nd execution of risk countermeasures and
monitoring/review of the status of implemented deameasures.
2) As per the Company's Group Business Continuity Risk Management Regulations, the subsidjary
shall preassume circumstances in which effectsusinbss activities could result from the occurrence
of risks including natural disasters, determine plussible formation of an emergency task farce
depending on the scale of expected adverse effectgake preventive measures in advance during
peacetime. In case a business continuity problésesrthe subsidiary shall take countermeasures in
compliance with the BCP (Business Continuity Plan) in place to enable the early resumption of
business activities.
(3) System for ensuring the duties of Directors,,edf any subsidiary of the Company are efficigntl
performed
1) The Company shall formulate its "Group Managenkaries” to help subsidiaries handle their decision
making efficiently, whereas the subsidiaries spatlthe rules into practice.
2) The Internal Audit Office of the Company mongorhether business operations of subsidiarieg are
conducted appropriately and efficiently from anapdndent standpoint. The monitoring results skl b
provided appropriately as feedback to the relesahbsidiaries and to the Chief Executive Officethaf
Company. The information therein also shall be esthavith the Audit & Supervisory Board Members
of the Company.
(4) System for ensuring that Directors and empley#eany subsidiary of the Company perform thetiedu
in accordance with laws, regulations and the Aetiaf Incorporation of said subsidiary

=
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1) As for important matters, the system to enslieeappropriateness of business operations at sasid

shall be streamlined and maintained as per the @oyp"Group Management Rules."
2) As a system to promote compliance activitiegsponsible person for each of the items set farthe

"Taiyo Yuden Group CSR Code of Conduct” shall bgigieated to conduct compliance activities on an

ongoing basis in accordance with the complianceagement system.

6.System for ensuring effective audits by the A&dBupervisory Board Members of the Company
(1) Matters regarding the employees appointed fpa Audit & Supervisory Board Members of t

ne

Company (Independence of said employees from RQirecensuring effectiveness of the direction of

Audit & Supervisory Board Members, etc.)

1) As dedicated staff who support Audit & Superws8oard Members' auditing operations under
control of the Audit & Supervisory Board, employegs serve as secretariat members (the "Secre
Staff") shall be in place.

2) Designation, transfer, performance evaluationnmtion, disciplinary actions, etc., of the Searigit
staff shall be consulted with the Audit & SupervisB8oard in advance to obtain its accord.

(2) Treatment of expenses that derive from the ati@t of duties by Audit & Supervisory Board Member
of the Company Unless otherwise recognized thdt sasts are not necessary with regard to the Audit

Supervisory Board Members' duties, the Companyl gialr costs that have been caused in relatio
the audits by Audit & Supervisory Board Members.
(3) Other systems for ensuring effective auditigghe Audit & Supervisory Board Members of the Camyp
1) Audit & Supervisory Board Members shall partatip in important meetings on managerial matters
audit the decision making of Directors, as weltlas execution of duties by Directors and Opera
Officers.
2) Audit & Supervisory Board Members shall timebllect information necessary for their audits thghd

communication with Directors, Operating Officergydaemployees. Audit & Supervisory Board

Members shall also request, as necessary, reperefitom regarding the execution of their dutied
inspect the relevant documents.

3) Audit & Supervisory Board Members shall periadig exchange information with the Internal Au
Office, and take close cooperation therewith.
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4) Audit & Supervisory Board Members shall periadig, or on an as needed-basis, exchange informatio

with the Accounting Auditor, and request reportihgrefrom, as necessary.

7.System for reporting to Audit & Supervisory BoAM@émbers of the Company
(1) System for reporting to Audit & Supervisory BdaMembers of the Company by Directors, Opera
Officers and employees of the Company

1) Directors, Operating Officers and employeesief€ompany, if any of them recognize a fact thelaes
any laws, regulations, the Articles of Incorporatiand/or internal regulations, or a considera
improper fact that could be such a violating facta fact that is feared to cause significant dartag
the Company, shall immediately report thereof mAldit & Supervisory Board Members.

2) The system that allows any Director, Operatiriicé€r or employee of the Company to directly rep
to an Audit & Supervisory Board Member of the Compahall be streamlined and maintained as
the Company's internal whistleblowing rules.

(2) System for reporting to Audit & Supervisory Bddembers of the Company by Directors and emplsy
of any subsidiary of the Company

1) The subsidiaries of the Company shall streandimg maintain the system that allows Directors,, ¢

and employees of any subsidiary to directly reporAudit & Supervisory Board Members of tk
Company with regard to the violation of laws, regidns and/or internal regulations by Directors,,€
as per their respective internal whistleblowingesul

2) The full-time Audit & Supervisory Board Membeos the Company shall seek to maintain
environment conducive to collecting information gretforming audits through communication w
Directors and employees of the subsidiaries byistane tasks with each other.

(3) System for ensuring that anyone who has regdden Audit & Supervisory Board Member does
suffer from detrimental treatment for the reasohafing made said report The Group shall stipuag
scheme to fully protect informants in its internales, and streamline and maintain a preventivienys
under which anyone who has used the whistlebloystem to report to the Audit & Supervisory Bog
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and/or the Audit & Supervisory Board Members shall be unfavorably treated.
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2. Basic Viewson Eliminating Anti-Social Forces

<{>Basic Policy for Exclusion of Anti-social Forces

The Company has determined to resolutely and sydieaily oppose anti-social forces and organization
that pose a threat to the order and safety of smliety. (This content is taken from a Board ofebiors
resolution on the Basic Policy on Internal Conjrol.

<{>State of Implementation of a System for ExclusibAmti-Social Forces

The TAIYO YUDEN Group CSR Code of Conduct setshdkte following matters pertaining to the severjng
of relations with anti-social forces.

1.Severing of relations with anti-social forces

The Company resolutely rejects involvement withggarganizations, terrorist groups, religious cudtspther

anti-social forces and organizations that poseeattio the order and safety of civil society.

(1) Observe the three principles of dealing witti-ancial forces and maintain a resolute postubari't pay
them,” "Don't use them," and "Don't fear them."

(2) Be duly careful about contact from unknown @eésparties. Report any such contact to the coeckern
department and seek advice.

(3) Take measures such as refusing receipt of wata@ mail and reject unreasonable demands.

2.State of establishment of a response managenepartchent and person responsible for preventing
unreasonable demands
The officer in charge of general administrationthie person responsible and the general administrati
department of each plant handles unreasonable disnaaual other matters.

3.Cooperation with external agencies and the gatip@nd management of information
Individual Company business sites are memberseoftuderation for Prevention of Special Violencearnd
Jurisdiction of the Metropolitan Police Departmebgno Area Special Violence Prevention Measures
Council, Gunma Prefecture Company Defense Measiwescil, Takasaki Area Workplace Police Liaison

Council, and other organizations.
We patrticipate in periodic training sessions hejdabove external agencies and gather and exchange
necessary information. Up-to-date information conirgy anti-social forces is managed and sharedinvith
the general administration departments.

=

4. State of preparation of a response manual
We have prepared a response manual that listsrrespoethods and response checklist items for useér
to face or telephone contact, case examples, dra otformation and strive to ensure understandiyng
distributing the manual to the head office and galredministration departments and explaining thaents.

5.During CSR training, we provide easy-to-undemtamplanations and familiarize employees with fthe
severing of relations with anti-social forces using CSR Code of Conduct Handbook.

V. Other
1. Adoption of Anti-Takeover M easures

Adoption of Anti-Takeover Measures Not Adopted

I Supplementary Explanation

At the meeting of the Board, held on February 24® the “Measures for Large-Scale Purchases ofp@aas
Shares” (Anti-takeover Plan, below the “Plan”) atdopat the end of the 69th Ordinary General Meeatiihg
Shareholders on June 29, 2009, was abolished.
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Even after the abolition of the Plan, in the cafse karge-scale purchase of company shares (temesnd
enhance joint shareholder interests), we will strte disclose information as appropriate (and at|th
appropriate time) and develop a suitable response.

2. Other Matters Concerning to Cor porate Gover nance System

i# [Governance Structure]

| General Meeting of Shareholders |
Appointment, dismissal

T — T mm— oA E Appoiniment, Appoiniment,

i |__Nominations Committee — ™~ reporting dismissal dismissal

E > X . S e [ SLLTCLECIECECEICRCLEEPILEEEED § ZLCLILCIICEE '

i | Remuneration Committee |—, Board of Directors : e

Reporting (Directors)

3 ¢ Auditing Supervisory Board | Liaison |

| Internal Control Committee L
: (Audit & Supervisory

>

H Discussion, reporting i :
b e e D B e e L Board Members >
Discussion I Approval, direction | Oversight H ™ 75 ) 8
: L Auditors Offce e
TM Meeting Management Implementation Committee il =
- | — - Direction £ Liaison 3
Deliberations, decision-making H _|4—> «
e et . l . : . : Internal Audit Office >
> President and Chief Executive Officer i S
Direction, oversight I Reporting 3

Internal auditi
Operating Officers rieme ucting

Direction I Reporting
Divisions/Departments, Group Companies

Accounting audit

A A

Note: The TM Meeting is an advisory panel for detditions and decisions on matters concerning peeton
organizations, etc.
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