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Overview of Corporate Governance Structure  (As of June 29, 2017)

Corporate Governance Structure  (As of June 29, 2017)

Company with an audit & supervisory 

board

Number of directors 10

Number of external 
directors (within the 
total above)

2

Voluntary Advisory 
Committees

Nomination & Remuneration Advisory 

Council

Term of office of directors  1 year

Incentive payments to 
directors

Remuneration and bonuses linked to 

business results

Disclosure of individual 
remuneration of directors

Disclosure is restricted to persons with 

¥100 million or more.

Number of members of 
the Audit & Supervisory 
Board

3

Number of external 
members of the Audit & 
Supervisory Board (with-
in the total above)

2

Number of independent 
officers

4 (External directors: 2, External members 

of the Audit & Supervisory Board: 2)

Accounting auditor Grant Thornton Taiyo LLC

Adoption of executive 
officer system Yes
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Based on its corporate philosophy, the Kurita Group works to 

enhance corporate governance with the aim of carrying out 

transparent, fair, prompt, and decisive decision-making and 

highly effective management supervision in order to achieve 

sustainable growth and raise corporate value. Accordingly, in 

the fiscal year ended March 31, 2017, we worked on a variety 

of governance reforms.

Reinforcing Functions of the Board of Directors

In the evaluation of the effectiveness of the Board of Directors 

that took place in the fiscal year ended March 31, 2016, it was 

considered as an issue to implement further reinforcement 

so that the Board of Directors intensively discuss important 

matters, such as setting longer-term targets and drawing 

up strategies. Accordingly, in the fiscal year ended March 31, 

2017, the Board of Directors discussed the possibility of its 

transition to either a company with a nominating committee, 

etc., or a company with an audit & supervisory committee, 

as well as its basic approach to the task of improvement in 

operations execution systems and validity of matters to be 

resolved at Board meetings.

 As a result, while it was determined that the audit & 

supervisory board system continues to function effectively, 

we will continue to consider a change in our organizational 

design. As well, in order to intensively discuss important 

matters at Board meetings, part of the decision-making au-

thority was transferred to the Executive Committee, which 

is composed of management executives, and operating 

divisions from the Board of Directors. At the same time, with 

regard to the status of operational execution, the number 

of matters to be reported at Board meetings was reduced. 

From April 2017, with the Investment Committee estab-

lished to consider and examine business strategies and 

financial matters prior to discussion on investment projects 

at Board meetings, we strove to further ensure the effective-

ness of discussions at Board meetings.

Further Strengthening of Corporate Governance
Fundamentals that Support Value Creation
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Continuous Reform of the Board of Directors (April 2016–End of June 2017)

Profile of Nomination & Remuneration Advisory Council (April 2016–End of June 2017)

Initiatives Results

Form of corporate 
governance

Discussion on the transition to a company with an audit & 

supervisory committee

The transition was not accepted for the fiscal year ended March 

31, 2017. The Company continues to discuss other options.

Management oversight 
and business execution

Refining subjects to be resolved and reported at Board of 

Directors’ meetings

Increase in the number of discussions on corporate 

governance 

Transferring decision-making to the Executive Committee 

regarding business execution
Invigorated discussions at Board of Directors’ meetings

Securing effectiveness of discussions on investments Established the Investment Committee

Size and composition 
of the Board of 
Directors

Consideration on size and composition
Discussions on reducing the number of Board members 

and possibly changing up member composition

Consideration of enhancement of diversity Discussions on female candidates as external directors

Constituting member Results

Nomination

Candidates for directors

Candidates for 
representative directors

Candidates for 
executive directors

 Two external directors  

 One full-time external member of the Audit & 

Supervisory Board 

 President

 Determining the appropriateness of all 

candidates for director 

 Abolishing honorary advisor

Candidates for 
members of the Audit & 
Supervisory Board

 One full-time external member of the Audit & 

Supervisory Board  One full-time member of the 

Audit & Supervisory Board  General Manager of the  

Group Administrative Division  President  General 

Manager of the Corporate Planning Division

 Determining the appropriateness of 

candidates for members of the Audit & 

Supervisory Board 

Remuneration
 Two external directors  

 One full-time external member of the Audit & 

Supervisory Board  President

 Performance evaluation of directors

Size and Composition of the Board of Directors

The Board of Directors comprises three or more members, of 

which two or more are external directors, ensuring the inde-

pendence and objectivity of the Board. As of June 29, 2017, 

the Board has 10 directors, of which two are external directors. 

To carry out oversight functions regarding the execution of 

business, the Board has members from each business segment 

as well as specialized personnel from corporate planning, 

finance and accounting, legal affairs, technology, and other 

fields, creating a structure that augments the knowledge and 

experience needed by the Board as a whole to make decisions. 

The term of office of directors is set to one year. This is intended 

to facilitate flexible changes to the management structure in 

response to changes in business conditions.

Nomination & Remuneration Advisory Council

Kurita Water Industries Ltd. has in place a Nomination & 

Remuneration Advisory Council, a voluntary committee 

to increase transparency in the decision-making process 

regarding remuneration for directors and nomination of 

directors and members of the Audit & Supervisory Board. 

The Council, which mainly comprises external directors 

and external members of the Audit & Supervisory Board, 

is consulted about candidates for officers and their remu-

nerations, and submits a report on appropriateness thereof 

to the Board of Directors. Through the application of these 

processes, the effectiveness of improvements in transparen-

cy will be verified.

Activities of External Directors and Reasons for 

Appointment

The roles that the Kurita Group expects its external directors 

to perform are to increase rationality and transparency in 

decision-making by the Board of Directors by checking man-

agement from viewpoints which internal people do not have, 

with insight cultivated through managerial experiences and 

knowledge in special fields.

 The Board of Directors valued the increased dynamism 

of its deliberations following the appointment of Mr. Seiji 

Nakamura in June 2013. Therefore, the number of external 

directors became two, with Mr. Tsuguto Moriwaki appoint-

ed in June 2015. Since assuming office, both of them have 

attended all of the Board meetings held, actively made com-

ments, and provided a wide range of recommendations on 

reinforcing functions of the Board of Directors, some of which 

have been adopted by the Board of Directors.

 The standard of their consecutive reappointments is set 

at three times as the Company expects the external directors 

to make comments on and point out issues from external 

and fresh perspectives. In June 2017, Mr. Nakamura resigned 

at the expiration of his term of office. Ms. Ryoko Sugiyama, an 

expert on the environment and waste, took office.

* Job titles are stated as of after April 2017. 



24 Kurita Water Industries Ltd. Annual Report 2017

Adoption of the Audit & Supervisory Board System

Kurita Water Industries Ltd. is a company with an audit & super-

visory board. The Audit & Supervisory Board currently comprises 

three members, of which two are external members. Individual 

members of the Audit & Supervisory Board monitor the status of 

execution of duties by directors and the status of performance of 

oversight duties by the Board of Directors. They also conduct as-

set status surveys of the entire Kurita Group including subsidiar-

ies and audit the development and operation of internal control 

systems implemented by the directors. The individual members 

of the Audit & Supervisory Board attend important meetings 

including Board of Directors’ and Executive Committee meetings 

and audit execution of duties by directors.

Appropriate Cooperation among the Internal Audit-

ing Department, the Audit & Supervisory Board, and 

the Accounting Auditor

Kurita Water Industries Ltd. has an Internal Auditing Department 

that is independent from operational execution functions and 

reports directly to the president. The Internal Auditing Depart-

ment conducts internal audits of Group companies, identifies 

issues and problems in operational execution, and provides 

recommendations to the president on improvement measures.

 The Company has appointed Grant Thornton Taiyo LLC as 

its accounting auditor. The Audit & Supervisory Board nomi-

nates candidate accounting auditors, and makes decisions on 

proposed resolutions regarding appointment, dismissal, and 

refusal of reappointment of the accounting auditor. In addi-

tion, members of the Audit & Supervisory Board, the Internal 

Auditing Department, and the accounting auditor share in-

formation with one another on audit plans and concerns and 

work to engage in close collaboration.

Remuneration System for Directors and Members of 

the Audit & Supervisory Board

The Company’s remuneration system for directors excluding 

external directors is composed of fixed remuneration as base 

remuneration, and incentive remuneration reflecting business

results. The fixed remuneration system is adopted for external 

directors and members of the Audit & Supervisory Board, 

who perform oversight functions. An amount of the fixed 

remuneration is decided for each job title in case of directors 

and for each working style in case of members of the Audit 

& Supervisory Board. Part of the remuneration is paid to the 

Directors’ and Members’ of Audit & Supervisory Board Share-

holding Scheme and allocated for purchasing the Company’s 

shares. The incentive remuneration consists of short-term 

incentive remuneration according to a degree of achieve-

ment in an annual business plan and evaluation of duties 

for which a person is responsible, and long-term incentive 

remuneration according to business performance and job 

title during the term of office. From June 2016, the Company 

increased the proportion of remuneration accounted for by 

performance-linked remuneration for directors excluding ex-

ternal directors, and introduced a performance-linked stock 

compensation program that grants stock at the time of their 

retirement as a long-term incentive. The purpose of this sys-

tem is to increase motivation to contribute to a continuous 

growth of the Group and an improvement in corporate value, 

by sharing profits and risks caused by stock price fluctuation 

with the shareholders.

Status of External Directors and External Members of the Audit & Supervisory Board (As of June 29, 2017)

Change in the Remuneration System for Officers

Post Name
Number of meetings of the Board of Directors 
and the Audit & Supervisory Board attended 

(Fiscal year ended March 31, 2017)

Reasons for electing him / her as a director or a member 
of the Audit & Supervisory Board

Directors

Tsuguto Moriwaki
Board of Directors’ meetings: 

11/11

Mr. Tsuguto Moriwaki is an individual who possesses a great deal of knowledge about manufacturing 

and corporate reform and has held important positions such as representative director in other com-

panies. The Company judged that he was capable of delivering opinions from an outside perspective, 

taking advantage of his knowledge and experience, and increasing the rationality and transparency 

of the Company’s management.

Ryoko Sugiyama 

   Newly elected   
—

Ms. Ryoko Sugiyama is an expert on the environment and waste and has held important positions 

such as a university professor and an external director of listed companies. The Company judged 

that she was capable of checking the Company’s management from an outside perspective, differ-

ent from those within the Company, and increasing its rationality and transparency.

Members of 
the Audit & 
Supervisory 
Board

Kenjiro Kobayashi

Board of Directors’ meetings: 

11/11

Audit & Supervisory Board 

meetings: 11/11

Mr. Kenjiro Kobayashi is an individual who has played an active role in different areas of the 

Group’s businesses and has high expertise and a wealth of international experience in the areas 

of finance, corporate planning, new business development, and M&As, etc. As he is capable of 

reflecting his expertise and experience on the audit of the Company.

Shigekazu Torikai 

   Newly elected   
—

Mr. Shigekazu Torikai has special knowledge as well as considerable experience and deep insight 

into corporate legal affairs as an attorney. The Company judged that he was expected to conduct a 

high-quality audit from an outside perspective, using his specialty, experience, and insight.

Previous system

Fixed remuneration

Fixed remuneration

Fixed remuneration

Payment to
Shareholding

Scheme

Payment to
Shareholding

Scheme

Payment to
Shareholding

Scheme

Performance-
linked 

remuneration

Performance-
linked 

remuneration

After alteration

Directors 
(excluding external directors)

External directors and members of the Audit & Supervisory Board

Performance-
linked stock 

compensation 
plan

Grants stock at
the time of
directors’ 
retirement

1

2
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Disciplinary Rules for Investment

When making an investment, the Kurita Group evaluates 

profitability of the investment and makes a decision on the 

investment, setting a hurdle rate in consideration of individu-

al risks for each investment project in addition to the cost of 

shareholders’ equity, in accordance with the policy of striving 

to maintain return on equity (ROE) at levels above the cost of 

shareholders’ equity.

Shareholdings in Other Listed Companies

Kurita Water Industries Ltd. may hold shares of other listed 

companies for strengthening business relationships and oth-

er purposes. We verify the economic rationality for respective 

stocks we have held and the risks of holding those stocks, as 

well as relationships with companies whose stock the Com-

pany holds periodically and at other times as necessary, and 

review the appropriateness of holdings. In the fiscal year end-

ed March 31, 2017, deciding to sell stock of two companies 

through resolutions at Board meetings, we sold stock of three 

companies  including stock of a company decided to be sold 

in the fiscal year ended March 31, 2016.

Evaluation of the Board of Directors

Each of Kurita’s directors and members of the Audit & Super-

visory Board completed an analysis and evaluation of the 

effectiveness of the Board of Directors. 

Evaluation Results
The average self-evaluation of the directors and members 

of the Audit & Supervisory Board was generally good in all 

six areas, and a determination was made that the Board of 

Directors is functioning effectively. Especially with regard to 

“contributions of individual directors and members of the 

Audit & Supervisory Board” and “collaboration with external 

directors and external members of the Audit & Supervisory 

Board,” the evaluation was high, without substantial dispari-

ties among the self-evaluations of the directors, the external 

directors, and the members of the Audit & Supervisory Board. 

Meanwhile, “dialogue with shareholders,” “roles and responsi-

bilities of the Board of Directors,” and “operation of the Board 

of Directors” were evaluated relatively low, especially by the 

external directors. Based on these evaluation results, issues 

were identified and measures were decided, as follows:

Issues
a. In relation to business strategies for a long-term improve-

ment of corporate value as well as involvement with the 

environment and society that would lead to long-term 

growth, it is necessary to discuss these issues more deeply 

throughout the entire Kurita Group.

b. In order to increase the level of discussions at Board meet-

ings, it is necessary to enhance a prior examination on 

matters to be discussed at the meetings so as to further 

improve the accuracy of considerations.

c. It is necessary for the Board of Directors to share a con-

sistent theme and message with regard to dialogue with 

shareholders.

Measures
a. With an eye on prospects 5–10 years in the future, we 

will review our corporate vision, set more specific targets 

regarding involvement with the environment and society, 

and reflect these in the Company’s medium-term manage-

ment plan.

b. We will enhance our system to review investment projects, 

and thoroughly narrow down points of discussion and 

issues.

c. We will improve the level of dialogue by clarifying themes 

and messages to be communicated to shareholders.

While discussions at Board meetings are becom-
ing more active each passing year, I feel that the 
time allotted for discussions regarding the Com-
pany’s long-term strategy could be improved. Our 
vision should be clarified through Company dis-
cussions regarding strategies over the next 5–10 
years. It is expected that this will have a positive 
effect on the behavior of our employees on the 
frontlines of business. We expect discussions to 
become even more active moving forward.
 At Board meetings, it is important that I keep 
in mind the thoughts and opinions of share-
holders and that I say what is maybe difficult for 

internal directors to say. In the fiscal year ended 
March 31, 2017, we pointed out the need to 
establish an Investment Committee so that in-
ternal experts can better consider and examine 
investment projects. The formation of this com-
mittee was approved by the Board of Directors.
 As the Investment Committee is able to nar-
row down points of discussion for Board meet-
ings and help maintain focus, allowing problems 
that were perhaps overlooked in the existing 
decision-making process to be addressed, we 
believe that the Committee will contribute to 
the Board becoming even more effective.

Review by an External Director

External Director
Tsuguto Moriwaki

Evaluation 
method

This evaluation was conducted via a written survey, with 

each of the respondents identified. The aggregate results 

were discussed at Board meetings and helped members to 

better identify problems as well as decide future measures.

Assessment 
items

Six areas: (1) Roles and responsibilities of the Board of 

Directors, (2) Collaboration with external directors and 

external members of the Audit & Supervisory Board, (3) 

Composition of the Board of Directors, (4) Operation of 

the Board of Directors, (5) Contributions of individual di-

rectors and members of the Audit & Supervisory Board 

and (6) Dialogue with shareholders.

Evaluation 
period

From January to December 2016


