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The corporate governance of OSG Corporation (the “Company”) is described below.

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

1. Basic Views

Under our corporate philosophy of achieving a global presence, we regard compliance with laws,
regulations, and social norms as a fundamental part of our management policies, together with fairness and
transparency in our business activities. We also believe that these qualities contribute to sustainable corporate
development and the improvement of corporate value. Measures to enhance corporate governance, including
the establishment of efficient and transparent management organizations, and the creation of systems to
ensure timely and fair disclosure of accurate information, are among our most important management
priorities.

One of the ways in which we enhance our corporate governance is by raising compliance awareness among
directors, executive officers and employees of OSG and its Group companies through the dissemination of
the OSG Philosophy and the OSG Corporate Code of Ethics, which provide specific guidelines designed to
raise ethical standards within the Company.

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

[Supplementary Principle 2.4.1]

The Company recognizes the importance of securing diversity of human resources as a medium- to long-
term policy. While we are actively appointing women, foreign nationals, and midcareer hires, we have not
yet set quantifiable numerical targets. However, we recognize that the number of appointments to managers
is not sufficient. Going forward, we will continue to promote measures for securing diversity and consider
targets as well.

[Supplementary Principle 3.1.3]

The Company plans to disclose our sustainability initiatives in our Medium-term Management Plan. We also
plan to disclose and provide information on investments in human capital and intellectual property that we
consider to be consistent with our own management strategy and management issues. We plan to collect and
analyze the necessary data on the impact of climate change-related risks and earning opportunities on our
business activities and income, and to disclose our findings based on the TCFD framework.

[Supplementary Principle 4.2.2]
The Board of Directors has formulated a basic policy for the Company’s sustainability initiatives from the
perspective of increasing corporate value over the medium- to long-term.

In addition, our Sustainability Committee confirms the progress of initiatives in our priority sustainability-
related areas, the associated risks and opportunities to ensure that they contribute to the sustainable growth
of the Company.




[Principle 4.11 Preconditions to Ensure the Effectiveness of the Board of Directors and the Audit and
Supervisory Committee]

Our Board of Directors consists of two directors (excluding directors who are members of the Audit &
Supervisory Committee) and six directors who are members of the Audit & Supervisory Committee. Of
those six directors who are members of the Audit & Supervisory Committee, five are outside directors.

Of the six directors who are members of the Audit & Supervisory Committee, the head of the Audit &
Supervisory Committee has experience as both a director and executive officer of the Company. The five
outside Audit & Supervisory Committee Members boast a range of experience as corporate managers,
personnel involved in corporate management, academics, and lawyers. In addition the head of the Audit &
Supervisory Committee has experience in finance department and relevant knowledge of finance and
accounting.

The Company’s two representative directors and the head of the Audit & Supervisory Committee boast a
wealth of knowledge and experience in international business development. However, we recognize that
there are some issues that need to be addressed in terms of gender diversity.

Of the Company’s 16 executive officers, two are foreign nationals, six are currently working overseas,
and four have experience of former overseas postings.

[Supplementary Principle 4.11.3]

We will consider determining and implementing procedures for analyzing and evaluating the effectiveness
of the Board of Directors as a whole based on the self-evaluations of each director, and disclosing a summary
of those results.

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

[Principle 1.4 Cross-Shareholdings]
The Company can acquire and hold shares of other listed companies as cross-shareholdings if we judge
doing so to be beneficial for improving the Group’s medium- to long-term corporate value from the
perspective of building medium- to long-term relationships with business partners and facilitating and
strengthening business alliances, etc. Each year, the Board of Directors examine the benefits and suitability
of these cross-shareholding by considering the medium- to long-term economic rationale for holding each
individual stock and the contribution it makes to maintaining and strengthening a comprehensive relationship
with each business partner. We intend to sell off holdings that have become less significantly important in
stages after taking into account the financial situation of the companies involved.

In addition, we will exercise the voting rights pertaining to the listed stocks appropriately after carefully
examining shareholder meeting agenda proposals and confirming that those proposals will help enhance the
corporate value of the relevant company and promote the common interest of its shareholders.

[Principle 1.7 Related Party Transactions]

The Company requires any conflict of interest or competitive transactions by directors, etc. (including related
parties other than directors) to be preapproved by the Board of Directors, and the subsequent result of these
transactions to be preapproved and reported by the Board of Directors.

[Principle 2.6 Roles of Corporate Pension Funds as Asset Owners]
Given the fact that the Company’s retirement pension plan is a defined contribution corporate pension, there
is no management of corporate pension reserves and no impact on the financial situation of the Company.

[Principle 3.1 Full Disclosure]

(i) Management philosophy and management strategies

We disclose annual reports and other documents on our Company website at the following URL:
https://www.o0sg.co.jp/en/about_us/company/philosophy.html

We also disclose our Medium-term Management Plan:
https://www.osg.co.jp/en/about_us/ir/policy/plan.html

(i) Basic policies on corporate governance
Our basic views on corporate governance is described in section I.1. Basic Views. Our basic corporate
governance policy is as follows:

(1) The Company respects the rights of shareholders and strives to ensure substantive shareholder equality.
(2) The Company strives to cooperate appropriately with all stakeholders.




(3) The Company seeks to ensure appropriate information disclosure and proactively provide non-financial
information as well.

(4) The Board of Directors will determine the direction of the Company’s corporate strategy, etc. and
appropriately fulfill its roles and responsibilities.

(5) The Company will engage in constructive dialogue with shareholders in order to help achieve sustainable
growth and enhance corporate value over the medium- to long-term.

(iii) Compensation structure, etc. of directors

Compensation for directors (excluding directors who are members of the Audit & Supervisory Committee)
consists of fixed basic compensation, variable compensation linked to business performance, and allocations
of restricted stock. Compensation for directors who are members of the Audit & Supervisory Committee
consists solely of fixed compensation.

The total amount of fixed compensation is determined within the upper limit defined by a resolution of
the 103rd Ordinary Shareholders’ Meeting held on February 20, 2016. Compensation is set at ¥396 million
per year for directors (excluding directors who are members of the Audit & Supervisory Committee), and
¥84 million per year for directors who are also members of the Audit & Supervisory Committee. To
determine the amount of compensation, the Board of Directors delegates the Representative Director to
prepare proposed compensation amounts according to standards set by the Company. The proposed amounts
are then referred to the Nomination and Compensation Committee, and based on the Committee’s response,
the amounts are then finalized by a resolution of the Board of Directors. The amount of compensation for
directors who are also members of the Audit & Supervisory Committee is determined by a resolution of the
Audit & Supervisory Committee.

Variable compensation is linked to the Company’s business performance. The Representative Director is
delegated by the Board of Directors to calculate the proposed amounts for profit-linked bonuses and personal
assessment bonuses for eligible directors who are serving as executive officers and managing officers using
the methods determined by the Company. These proposed amounts are then submitted to the Nomination
and Compensation Committee. Based on the report from the Nomination and Compensation Committee, the
Board of Directors determines the final amounts to be paid, subject to approval of the total amount through
a resolution of an ordinary shareholders’ meeting.

Compensation based on allocations of restricted stock (for directors (excluding directors who are members
of the Audit & Supervisory Committee)) are determined within the upper limit defined by a resolution of the
106th Ordinary Shareholders” Meeting held on February 16, 2019. The maximum total value of shares
allocated to eligible directors is set at ¥200 million a year, and the maximum total number of the Company’s
ordinary shares that can be issued or disposed of is 100,000 per year. To determine the amount of
compensation, the Board of Directors delegates the Representative Director to prepare proposed
compensation amounts according to standards set by the Company. The proposed amounts are then referred
to the Nomination and Compensation Committee and, based on the Committee’s response, the amounts are
then finalized by a resolution of the Board of Directors.

Finally, the Company discontinued the payment of retirement bonuses for corporate officers at the
conclusion of the 92nd Ordinary Shareholders’ Meeting held on February 19, 2005.

(iv) Appointment and nomination of director candidates

Persons who are deemed suitable to be directors of OSG, on the basis of their extensive experience, advanced
knowledge, and high-level specialist capabilities, are selected and nominated as candidates for membership
of the Board of Directors. The Board of Directors then makes decisions on appointments after seeking advice
and receiving a response from the Nomination and Compensation Committee.

(v) Reasons for appointment of director candidates
The Company describes its reasons for appointing individual directors in the Notice of the Ordinary
Shareholders’ Meeting and discloses each director candidate’s past experience in the same notice.

(vi) Appointment/dismissal of directors
The Board of Directors makes decisions on the appointment or dismissal of directors after receiving advice
from the Nomination and Compensation Committee.

[Supplementary Principle 4.1.1]

The Company’s Board of Directors determines matters stipulated by laws and regulations and important
matters relating to the management of the whole Group and also supervises the execution of duties by
directors and executive officers. The standards for doing so are stipulated in the Company’s Rules Governing
the Board of Directors and Rules Governing the Executive Officer Committee. Examples of important
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management-related items include matters related to the nomination and compensation of corporate officers
and matters related to important business execution. Other matters are delegated to the CEO and other
executive officers to be guided by the standards stipulated in our Rules on Administrative Authority.

[Principle 4.9 Independence Standards and Qualification for Independent Directors]|
The Company selects candidates for independent outside directors based on the independence standards
determined by the Tokyo Stock Exchange.

[Supplementary Principle 4.10.1]

Regarding agenda proposals pertaining to nomination and compensation, the proposals are drafted by the
Representative Director, who then consults and receives advice from the Nomination and Compensation
Committee (five out of six members are independent outside directors), and are then decided following
deliberations by the Board of Directors, which includes five independent outside directors (five out of eight
members are independent outside directors).

[Supplementary Principle 4.11.1]
Our basic approach is to ensure that the Company’s Board of Directors is composed within the upper limits
stipulated in our Articles of Incorporation, which is, 16 directors who are not members of the Audit &
Supervisory Committee and six directors who are members of the Audit & Supervisory Committee. We also
aim to ensure that the Board is of an appropriate size to ensure effective debate and is staffed by members
who guarantees diversity and boasts a balanced range of knowledge, experience, and abilities, etc. associated
with each business.

In addition, the expertise (skill matrix) of directors who are not members of the Audit & Supervisory
Committee and directors who are members of the Audit & Supervisory Committee will be disclosed in the
Notice of the Ordinary Shareholders’ Meeting to be held in February 2022.

[Supplementary Principle 4.11.2]

Outside directors and other directors allocate the time and effort necessary to their duties as directors to
ensure they appropriately fulfill their roles and responsibilities, and keep concurrent positions within a
reasonable range. The status of the concurrent appointments is described in the Notice of the Ordinary
Shareholders’ Meeting.

[Supplementary Principle 4.14.2]
The Company provides information to directors, including Audit & Supervisory Committee Members, as an
opportunity to acquire the necessary knowledge and to fully understand roles and responsibilities.

The Company also provides relevant information to outside directors on the occasion of their appointment
and regularly thereafter to help deepen understanding of the Group’s management philosophy, management
policy, business activities, and organization. In addition, we provide directors, including outside directors,
with opportunities to acquire any knowledge of business, finance, organization, etc. required to fulfill their
roles and responsibilities and offer financial support to fund such training.

[Principle 5.1 Policy for Constructive Dialogue with Shareholders]
(1)(i1) Under the leadership of the President, the Management Planning Department coordinates the activities
of units involved in IR activities and maintains collaboration among these units on a day-to-day basis.

(ii1) The Management Planning Department actively responds to requests for IR information, including
telephone inquiries from investors and small meetings. OSG holds quarterly meetings to present its
financial results, as well as half-yearly financial presentations by top management.

(iv) If necessary, any opinions and concerns of shareholders gathered through dialogue are fed back to the
Board of Directors and senior management by the unit that carried out the IR activities concerned.

(v) When engaging in dialogue with investors, OSG takes care over the management of insider information
by ensuring that such dialogue, whether at financial presentations or small meetings, centers on strategies
for the achievement of sustainable growth and the improvement of OSG’s corporate value from a
medium- to long-term perspective.




2. Capital Structure

Foreign Shareholding Ratio

From 20% to less than 30%

[Status of Major Shareholders]

Name/Company Name

Number of Shares Owned

Percentage (%)

The Master Trust Bank of Japan, Co., Ltd. (Trust

Trust Account)

13,039,700 13.28

Account)
Custody Bank of Japan, Ltd. (Trust Account) 5,753,600 5.86
SSBTC CLIENT OMNIBUS ACCOUNT 4,157,794 4.23
NORTHERN TRUST CO.(AVFC) RE FIDELITY

3,358,675 342
FUNDS
OSG Agent Association 3,219,367 3.28
OSG Stock Holding Association 2,566,869 2.61
Osawa Scientific Studies Grants Foundation 2,350,000 2.39
Sumitomo Mitsui Banking Corporation 2,100,000 2.14
THE BANK OF NEW YORK MELLON 140051 2,095,700 2.13
Nomura Trust and Banking Co., Ltd. (Investment

1,967,600 2.00

Controlling Shareholder (except for Parent
Company)

Parent Company

None

I Supplementary Explanation

| The status of major sharcholders is as of November 30, 2021. The Company holds 5,164 treasury shares.

3. Corporate Attributes

Listed Stock Market and Market Section

Tokyo Stock Exchange First Section and Nagoya Stock
Exchange First Section

Fiscal Year-End

November

Type of Business

Machinery

Number of Employees (consolidated) as of the

End of the Previous Fiscal Year

More than 1,000

Sales (consolidated) as of the End of the

Previous Fiscal Year

From ¥100 billion to less than ¥1 trillion

Number of Consolidated Subsidiaries as of the

End of the Previous Fiscal Year

From 50 to less than 100




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

5. Other Special Circumstances which may have Material Impact on Corporate Governance




II. Business Management Organization and Other Corporate Governance Systems regarding
Decision-making, Execution of Business, and Oversight in Management

1. Organizational Composition and Operation

Organizational Form Company with Audit & Supervisory Committee
[Directors]

Maximum Number of Directors Stipulated in =

Articles of Incorporation

Term of Office Stipulated in Articles of

) 1 year

Incorporation

Cleipersen i S aCl(;:)ni):rr\l]}ilng};zigzzisg:ngnless company chairperson is

Number of Directors 8

Appointment of Outside Directors Appointed

Number of Outside Directors 5

Number of Independent Directors 5

Outside Directors’ Relationship with the Company (1)

Relationship with the Company*

Name Attribute

a|b|lc|d|e | f|g|h|[i]] k
Takeo Nakagawa From another company A
Kyoshiro Ono From another company AN
Yoshiyuki Sakaki Academic A
Akito Takahashi Lawyer
Kunihiko Hara From another company

*  Categories for “Relationship with the Company”
*  ”0” when the director presently falls or has recently fallen under the category;
“/\” when the director fell under the category in the past
% g

o’ 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 company 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 listed 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 compensation as a director/kansayaku

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 and the Company outside directors/kansayaku are mutually
appointed (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



Outside Directors’ Relationship with the Company (2)

Membership Designation
of as Supplerpentary .
Name . Explanation of the Reasons for Appointment
Supervisory | Independent Relationshi
Committee Director P

Takeo Nakagawa @) @) Mr. Takeo In addition to an academic
Nakagawa retired | career spanning many years,
as a Director of the | Dr. Nakagawa has extensive
Osawa Scientific experience in and knowledge
Studies Grants of corporate management. He
Foundation in May | was judged to be a person who
2020. The would participate in board
Company made a | meetings from an independent
donation to the perspective and contribute to
foundation management auditing and
approximately supervision.
once a year Since Dr. Nakagawa is not
between the years | associated with any OSG
0of' 2012 and 2015 affiliated company or major
with the aim of supplier or customer, he was
further promoting | deemed to present no risk of a
science and conflict of interest with
technology in general shareholders.

Japan.

Kyoshiro Ono @) @) OSG has a Mr. Ono has extensive
business experience and wide-ranging
relationship with knowledge gained through his
ONOCOM Co., long career as a corporate
LTD., of which manager. He was judged to be
Mr. Kyoshiro Ono | a person who would
was a participate in board meetings
Representative from an independent
Director until perspective and contribute to
January 2016, management auditing and
pertaining to the supervision.
purchase of Since Mr. Ono is not
equipment. This is | associated with any OSG
a normal business | affiliated company or major
relationship supplier or customer, he was
between two deemed to present no risk of a
corporations and conflict of interest with
Mr. Ono has no general shareholders.
direct personal
interest in the
transactions.

Yoshiyuki Sakaki O O Mr. Yoshiyuki Professor Sakaki has wide-

Sakaki retired as a
Councilor of the
Osawa Scientific
Studies Grants
Foundation in May
2020. The
Company made a
donation to the

ranging knowledge and
experience gained through his
long academic career. He was
judged to be a person who
would participate in board
meetings from an independent
perspective and contribute to
management auditing and

foundation supervision.
approximately Since Professor Sakaki is not
once a year associated with any OSG




between the years
0f 2012 and 2015
with the aim of
further promoting
science and
technology in
Japan.

affiliated company or major
supplier or customer, he was
deemed to present no risk of a
conflict of interest with
general shareholders.

Akito Takahashi

Mr. Takahashi has extensive
experience and advanced
knowledge and specialist skills
gained through his career as an
attorney. As a legal expert, he
was judged to be a person who
would participate in board
meetings from an independent
perspective and contribute to
management auditing and
supervision.

Since Mr. Takahashi is not
associated with any OSG
affiliated company or major
supplier or customer, he was
deemed to present no risk of a
conflict of interest with
general shareholders.

Kunihiko Hara

In addition to an academic
career spanning many years,
Mr. Hara has extensive
experience in and knowledge
of corporate management. He
was judged to be a person who
would participate in board
meetings from an independent
perspective and contribute to
management auditing and
supervision.

Since Mr. Hara is not
associated with any OSG
affiliated company or major
supplier or customer, he was
deemed to present no risk of a
conflict of interest with
general shareholders.




[Supervisory Committee]

Committee’s Composition and Attributes of Chairperson

Support the Supervisory Committee

All Committee | Full-time Internal Outside Chairperson

Members Members Directors Directors alrperso
Supervisory 6 0 | 5 Internal
Committee Director
Appointment of Directors and/or Staff to Appointed

I Matters Related to the Independence of Such Directors and/or Staff from Executive Directors

The Company has established the Audit & Supervisory Committee Section to assist the Audit & Supervisory
Committee in its duties.

Cooperation among Supervisory Committee, Accounting Auditors and Internal Audit Departments

The Management Audit Section (Internal Control Division), the Audit & Supervisory Committee, and the
Accounting Auditors periodically exchange information and opinions to strengthen mutual cooperation.

[Voluntary Establishment of Nomination/Compensation Committee]

Voluntary Establishment of Committee(s)
Corresponding to Nomination Committee or
Compensation Committee

Established

Committee’s Name, Composition, and Attributes of Chairperson

Committee Corresponding to
Nomination Committee

Committee Corresponding to
Compensation Committee

Committee’s Name

Nomination and Compensation

Nomination and Compensation

Committee Committee
All Committee Members 6 6
Full-time Members 0 0
Internal Directors 1 1
Outside Directors 5 5
Outside Experts 0 0
Other 0 0
Chairperson Internal Director Internal Director

Supplementary Explanation

OSG has established a Nomination and Compensation Committee as an advisory body for the Board of
Directors. Its purpose is to strengthen the independence, objectivity, and accountability of Board functions
through the appropriate involvement of independent outside directors and the provision of advice in relation
to the appointment and compensation of directors and executive officers, etc.
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[Independent Directors]

Number of Independent Directors 5

Matters relating to Independent Directors

[Incentives]

Incentive Policies for Directors Performance-linked Compensation, Other

Supplementary Explanation

Variable Performance-linked Compensation

Starting in the fiscal year ended November 2019, the Company provides variable compensation in the form
of profit-linked bonuses in line with the definition of profit-linked salaries provided in Article 34, Paragraph
1 Item 3 of the Corporation Tax Act, as well as personal assessment bonuses to eligible directors who are
serving as executive officers and managing officers.

Compensation Based on Allocations of Restricted Stock

The Company introduced a restricted stock compensation system in the fiscal year ended November 31,
2019 for directors (excluding directors who are members of the Audit & Supervisory Committee) for the
purpose of providing an incentive to achieve continual improvement in the Company’s corporate value and
increase the value shared with shareholders.

Recipients of Stock Options

Supplementary Explanation

[Director Compensation|

Disclosure of Individual Directors’ o o ) )
Partial disclosure of individual director remuneration

Compensation

Supplementary Explanation

Amount of compensation, etc. paid to directors in the 108th fiscal year (ended November 2020): ¥199 million

The Company discloses the individual remuneration for directors whose consolidated compensation totals
¥100 million or higher in our Securities Report.

Policy on Determining Compensation Amounts

and Calculation Methods

Established

Disclosure of Policy on Determining Compensation Amounts and Calculation Methods

Compensation for directors (excluding directors who are members of the Audit & Supervisory Committee)
Compensation for directors (excluding directors who are members of the Audit & Supervisory Committee)
consists of fixed basic compensation, variable compensation linked to business performance, and allocations
of restricted stock.
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Compensation for directors who are members of the Audit & Supervisory Committee

Since directors who are members of the Audit & Supervisory Committee are independent from the other
directors and are not involved in the execution of business operations, their compensation consists solely of
fixed compensation.

Fixed Compensation

The total amount of fixed compensation is determined within the upper limit defined by resolution of the
103rd Ordinary Shareholders’ Meeting held on February 20, 2016. Compensation is set at ¥396 million per
year for directors (excluding directors who are members of the Audit & Supervisory Committee) (10
members at the time of the resolution), and ¥84 million per year for directors who are also members of the
Audit & Supervisory Committee (six members at the time of the resolution).

Variable Compensation

Calculation method of monetary consideration provided as performance-linked compensation

Starting in the fiscal year ended November 2019, the Company provides variable compensation in the form
of profit-linked bonuses in line with the definition of profit-linked salaries provided in Article 34, Paragraph
1 Item 3 of the Corporation Tax Act, as well as personal assessment bonuses.

Profit-linked Bonuses

* Eligibility: Eligible directors who are serving as executive officers and managing officers as stipulated by
Article 34, Paragraph 1 Item 3 of the Corporation Tax Act

* Calculation method: Profit-linked bonus = consolidated operating income before provision for the cost of
performance-linked bonuses* x Rank-based bonus ratio (see Table I below)*

*The “indicator of the profits in the business year that ends on or after the start date of the execution of duties
period” stipulated in Article 34, Paragraph 1, Item 3(a) of the Corporate Tax Act is consolidated operating
income.

Table I

Rank Rank-based Bonus Ratio
Chairman 0.365%

President 0.405%

Managing Officers 0.162%

*The “fixed amount” stipulated in Article 34, Paragraph 1, Item 3(a) of the Corporate Tax Act pertaining to
the maximum amount for profit-linked bonuses is ¥700 million.

*The reason we adopt consolidated operating income as the indicator for performance-linked compensation
is that it is the indicator we use for management as best reflecting the results of the Company’s business
activities, and it enables us to create a mechanism that incentivizes eligible directors and officers to improve
consolidated performance over each business period.

*The target and actual result for the indicator related to performance-linked compensation in the most recent
business period:

Indicator Target Actual Result
Consolidated operating income ¥18,500 million  ¥8,396 million

Personal Assessment Bonuses

* Eligibility: Managing officers

*Calculation method: Personal assessment bonuses are paid according to qualitative assessments of each
person’s contribution to business performance.

*The maximum amount for personal assessment bonuses is ¥50 million.

Compensation Based on Allocations of Restricted Stock

» Eligibility: Directors (excluding members of the Audit & Supervisory Committee)

» The amount of compensation is determined within the upper limit defined by resolution of the 106th
Ordinary Shareholders’ Meeting held on February 16, 2019. The maximum total value of shares allocated
to eligible directors is set at ¥200 million a year, and the maximum number of ordinary shares that can be
issued or disposed of is 100,000 per year (two members at the time of resolution). The purpose of this
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system is to provide an incentive to achieve continual improvement in the company’s performance and
corporate value and increase the value shared with shareholders.

<Process for Determining Compensation>

Fixed Compensation, Compensation Based on Allocations of Restricted Stock

In order to determine the amount of compensation for directors (excluding members of the Audit &
Supervisory Committee), the Board of Directors delegates the Representative Director to prepare proposed
compensation amounts according to standards set by the Company. The proposed amounts are then referred
to the Nomination and Compensation Committee. Based on the response from the Nomination and
Compensation Committee, the amounts are then finalized by a resolution of the Board of Directors. The
amount of compensation for directors who are also members of the Audit & Supervisory Committee is
determined through consultations among those directors.

The Nomination and Compensation Committee met on January 10, 2020 to determine compensation for
directors (excluding directors who are members of the Audit & Supervisory Committee) for the fiscal year
under review. The Committee meeting was attended by all six members, who debated and approved the draft
compensation proposal and then submitted a report to that effect to the Board of Directors. After receiving
the Committee’s report, the compensation was ultimately determined by the Board of Directors’ meeting
held on February 22, 2020.

Variable Compensation

Variable compensation is linked to the Company’s business performance. The Representative Director is
delegated by the Board of Directors to calculate the proposed amounts for profit-linked bonuses and personal
assessment bonuses using the methods outlined above. These proposed amounts are then submitted to the
Nomination and Compensation Committee. Based on the report from the Nomination and Compensation
Committee, the Board of Directors determines the final amounts to be paid, subject to approval of the total
amount through a resolution of an ordinary shareholders’ meeting.

The Nomination and Compensation Committee met on January 8, 2021 to discuss performance-linked
compensation for the fiscal year under review. The Committee meeting was attended by all six members,
who debated and approved the draft compensation proposal and submitted a report to that effect to the Board
of Directors. After receiving the Committee’s report, the compensation was ultimately determined by the
Board of Directors’ meeting held on January 8, 2021. The total payment amount was also then approved by
a resolution at the 108th Ordinary Shareholders’ Meeting.

The Company discontinued the payment of retirement bonuses for corporate officers at the conclusion of the
92nd Ordinary Shareholders’ Meeting held on February 19, 2005.

[Supporting System for Outside Directors]|

The Company has appointed employees to assist with the duties of the Audit & Supervisory Committee,
which includes outside directors to report information about internal meetings, etc. to the Audit &
Supervisory Committee when necessary. We have also developed a system that enables outside directors to
deepen their understanding of the Company’s business circumstances by dispatching the materials for
meeting to directors in advance, sending minutes of meetings, and providing monthly management
information, etc.

2. Matters on Functions of Business Execution, Auditing, Oversight, Nomination and Compensation
Decisions (Overview of Current Corporate Governance System)

As a company with an audit and supervisory committee, OSG’s corporate governance structure consists of
the Board of Directors, the Audit & Supervisory Committee, and the accounting auditors. The role of the
Board of Directors is clearly defined under this structure. Operational executive functions are performed by
executive officers, while the Board of Directors is responsible for supervising that business execution. To
strengthen decision-making functions, the eight-member Board of Directors includes two members who are
also involved in business operations as executive officers. The remaining six directors, of whom five are
outside directors, are also members of the Audit & Supervisory Committee. The outside directors also make
up the majority of the Board of Directors. By creating this structure, we have enhanced the transparency and
independence of the Board of Directors and the effectiveness of its management supervisory role, while
bringing in outside perspectives.
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* OSG has introduced an executive officer system to ensure effective responses to changes in the business
environment, as well as to clarify the roles and responsibilities of the executive organization. The executive
officers are solely responsible for the performance of business operations in a timely manner and in
accordance with policies decided by the Board of Directors, while continually improving flexibility and
efficiency.

* OSG holds monthly meetings of our Management Committee, which comprises directors (excluding
directors who are members of the Audit & Supervisory Committee), executive officers, heads of individual
departments, the head of the Audit & Supervisory Committee, and employees assigned to assist with Audit
& Supervisory Committee duties. The meetings help communicate management policies and business
plans determined by the Board of Directors, encourage executive officers and department heads to share
information on the status of business execution, and spark lively discussions.

(Board of Directors)

In addition to its regular meetings, which are in principle held once each month, the Board of Directors holds
special meetings as required. The purpose of these meetings is to deliberate on important matters and make
management decisions, and to supervise the performance of the Company’s business operations. The Board
comprises eight members in total (including five outside directors). Chaired by Norio Ishikawa, Chairman
and Chief Executive Officer (CEO), the Board also includes Nobuaki Osawa, President & Chief Operating
Officer (COQ) and six other directors who are members of the Audit & Supervisory Committee: Gohei
Osawa, Takeo Nakagawa (outside director), Kyoshiro Ono (outside director), Yoshiyuki Sakaki (outside
director), Akito Takahashi (outside director) and Kunihiko Hara (outside director). Executive officers attend
Board meetings if required to deliver performance reports, etc.

(Audit & Supervisory Committee)

The Audit & Supervisory Committee is chaired by Gohei Osawa, the head of the Audit & Supervisory
Committee. The Committee consists of six members in total, including five outside directors: Takeo
Nakagawa (outside director), Kyoshiro Ono (outside director), Yoshiyuki Sakaki (outside director), Akito
Takahashi (outside director), and Kunihiko Hara (outside director).

(Nomination and Compensation Committee)

The Nomination and Compensation Committee was established as an advisory body to the Board of
Directors. Chaired by Gohei Osawa, the head of the Audit & Supervisory Committee, the Committee consists
of six members in total, including five outside directors: Takeo Nakagawa (outside director), Kyoshiro Ono
(outside director), Yoshiyuki Sakaki (outside director), Akito Takahashi (outside director), and Kunihiko
Hara (outside director). The Committee consults with the Board of Directors, deliberates, and then reports
back to the Board on issues such as the appointment, structure, compensation, and bonuses for directors
(excluding directors who are members of the Audit & Supervisory Committee) and executive officers.

* OSG has concluded an audit agreement with Deloitte Touche Tohmatsu LLC to serve as the Company’s
accounting auditor. The accounting auditor audits the Company and its subsidiaries based on an auditing
plan, and exchanges opinions regarding the results of those audits, etc. The accounting auditor also reports
regularly to the Audit & Supervisory Committee.

* OSG concludes advisory agreements with lawyers to receive timely advice and guidance on legal matters
as part of our overall commitment to comply with all laws and regulations.

» The Company has entered into an agreement to limit liability for damages pursuant to Article 423,
Paragraph 1 of the Companies Act with directors based on Article 427, Paragraph 1 of the said Act and the
provisions of the Articles of Incorporation of the Company. Under the agreement, in the event that they
cause damages to the Company from negligence in the performance of duties, and if they act in good faith
without gross negligence, their liability for the damages to the Company shall be limited to the minimum
liability amount stipulated in Article 425, paragraph 1 of the said Act.

3. Reasons for Adoption of Current Corporate Governance System

By adopting our present corporate governance structure, we have enhanced the ability of the Board of
Directors to oversee and supervise management decision-making and the supervision of business execution,
thereby improving management efficiency and ensuring that management decisions can be made
appropriately and strategically.

The activities of the Audit & Supervisory Committee, of which five of the six members are outside
directors, include the auditing of the Company’s financial position and operations, and the performance of
duties by the representative director and executive officers. OSG’s five outside directors are independent
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officers as stipulated in the listing rules. With the six members of the Audit & Supervisory Committee,
including these highly independent outside directors, as members of the Board of Directors, we believe that
we have created a corporate governance structure by providing an environment for effective management
supervisory functions and by ensuring that the company is managed transparently and appropriately.
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II1. Implementation of Measures for Shareholders and Other Stakeholders
1. Measures to Vitalize the General Shareholder Meetings and Smooth Exercise of Voting Rights

Supplementary Explanations

Early Notification of General
Shareholder Meeting

The Notice of the Ordinary Shareholders’ Meeting for the 108th fiscal year
(ended November 30, 2020) held on February 20, 2021 was dispatched on
January 29, 2021 (seven days ahead of the legally stipulated dispatch date).

Scheduling AGMs Avoiding
the Peak Day

The business year for the Company ends in November and we do not
believe there are any specific peak days for AGMs in the month of
February.

Allowing Electronic Exercise
of Voting Rights

We use the internet-based voting rights exercise website prepared by the
shareholder registry administrator. Please note, we do not use internet
services that enable shareholders to exercise their voting rights using a
mobile phone as a mobile terminal.

Providing Convocation Notice
in English

We compile a shorter Notice and meeting reference documents in English.

Other

We hold informal gatherings for shareholders and the management
following the conclusion of the Ordinary Shareholders’ Meeting.

2. IR Activities

Supplementary Explanations Explanations by
Relevant
Representatives
Regular Investor Briefings for | We explain the Company’s business model Yes
Individual Investors approximately once a year.
Regular Investor Briefings for | We hold briefings twice a year, along with other Yes
Analysts and Institutional individual briefings.
Investors
Regular Investor Briefings for | Held roughly twice a year. Yes

Overseas Investors

Posting of IR Materials on
Website

Information (consolidated financial results,
financial results report, timely disclosure materials,
securities reports, quarterly reports, notice of the
ordinary shareholders’ meeting and notice of
resolution, shareholder communications, integrated
reports)

https://www.osg.co.jp/en/about_us/ir/

Establishment of Department

and/or Manager in Charge of
IR

Department in Charge: Management Planning
Department
Officer in Charge: President

3. Measures to Ensure Due Respect for Stakeholders

Supplementary Explanations

Implementation of
Environmental Activities, CSR
Activities etc.

In November 2000, the Company acquired ISO14001 certification for
environmental management systems (at nine business sites), and we are
promoting environmental conservation activities.

All our business sites have maintained their status as certified zero-
emission establishments by fulfilling strict certification standards requiring a
recycling rate (recycling volume/total waste emissions) of 99% or above.

In addition to serving as a member of the certification committee for the
National Certification System, which aims to enhance the broader society’s
evaluation of technical skills and improve the skills and status of working
people, we also promote the transfer of skills by dispatching teachers to
local community educational institutions.
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IV. Matters Related to the Internal Control System

1.

Basic Views on Internal Control System and the Progress of System Development

Based on OSG’s Basic Policy for Establishing an Internal Control System resolved by the Board of
Directors, we have compiled various internal rules for the Company and its subsidiaries, such as our
Corporate Code of Ethics and Risk Management Rules. We also ensure that directors, executive officers,
and employees comply with laws, regulations, and the Company’s Articles of Incorporation, and strive to
build an internal control system for the Company and its subsidiaries that is worthy of our stakeholders trust.

The items resolved by the Board of Directors under the Basic Policy for Establishing an Internal Control
System are as follows:

(1) Systems to ensure that the execution of duties by directors and employees is in compliance with laws,
regulations, and the Articles of Incorporation

1) The Company has established rules pertaining to our compliance system, starting with the Corporate
Code of Ethics, and has also determined Company action guidelines that require directors, executive
officers, and employees of the Company and our subsidiary and affiliated companies (the “Group”) to
act in compliance with laws, regulations, the Articles of Incorporation, and social norms.

2) The Company has appointed a director in charge of compliance and set up a Compliance Committee to
establish, maintain, and improve Group compliance systems.

3) The Company has established an Internal Audit Department to audit the implementation status of
internal controls at the Company and Group as well as compliance status, and to improve and
thoroughly enforce the internal control system.

4) The status of activities of the Compliance Committee and the Internal Audit Department shall be
periodically reported to the Board of Directors and the Audit & Supervisory Committee.

5) The Company has established a whistleblowing system for reporting potentially suspect actions from a
legal or regulatory perspective, and operates the system in accordance with internal reporting standards
for the Company and the Group.

(2) Systems regarding management and storage of information related to the execution of duties by directors
1) Information pertaining to the execution of duties by directors is recorded on paper or in electronic
form (“documents, etc.”) and the Company appropriately stores and manages (including disposal) these
documents, etc. in accordance with internal regulations. The Company verifies the operational status of
this system as required and reviews each regulation.
2) Directors and Audit & Supervisory Committee Members must be able to view these documents at all
times.

(3) Rules and other systems regarding management of risk of losses

1) When classifying the risks related to the execution of Company’s businesses, we recognized three broad
risk types: (a) external environment, (b) business processes, and (c¢) internal environments, and we
established a risk management system by identifying these risks and assigning departments to
effectively manage them.

2) OSG established Risk Management Rules for the Company and the Group as a basis upon which to
build a solid risk management system. We decided which departments will be responsible for managing
individual risks and are striving to build a risk management system in accordance with the established
rules.

3) The Board of Directors promptly determines which department will be responsible for any newly
emerged risks.

4) The Internal Audit Department checks the risk management status of each department that is responsible
for managing specific risks and periodically reports its findings to the director in charge of the
Compliance Committee and the Board of Directors. The Board then deliberates and determines any
necessary improvement measures.

(4) Systems to ensure efficient execution of duties by directors
1) The Board of Directors sets common companywide targets for directors, executive officers, and
employees. The Company’s executive officers then determine specific targets for each department and
the most efficient ways of achieving those targets.
2) The Board of Directors periodically evaluates the progress of business execution, formulates
improvement measures, and establishes frameworks to help improve the efficiency of companywide
business execution.
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3) With regard to business execution based on Board decisions, we formulate administrative authority and
decision-making rules in our Rules on Administrative Authority and Rules on Division of Duties.

4) The Board of Directors formulates an annual management plan and implements monthly and quarterly
corporate performance management.

(5) Systems to ensure appropriate operations by the corporate group comprised of the Company and its
subsidiaries

1) The OSG Board of Directors and the presidents of Group companies have the authority and
responsibility to establish compliance and risk management systems at each Group company.

2) We establish management rules for Group companies to ensure the appropriateness of the Group’s
business.

3) The Company’s Internal Audit Department audits the status of business execution at the Company and
Group companies, reports the results to the Board of Directors of the Company and Group company
presidents, and offers support and advice where necessary regarding the formulation and
implementation of internal control improvement measures.

(6) Systems regarding directors and employees that support the Audit & Supervisory Committee in the
execution of duties and matters regarding independence of directors and employees that support the
Audit & Supervisory Committee in the execution of duties from other directors (excluding directors who
are members of the Audit & Supervisory Committee)

1) If the Audit & Supervisory Committee has asked for an employee to be assigned to assist with
auditing duties, an employee shall be appointed to assist with that work.

2) The consent of the Audit & Supervisory Committee is required in matters relating to the appointment
and dismissal of employees assigned to assist with auditing duties.

3) Those employees shall be independent from directors and executive officers.

4) Those employees shall follow the directions and orders given by Audit & Supervisory Committee
Members.

(7) Systems for directors and employees to report to the Audit & Supervisory Committee, and other systems
regarding reports to the Audit & Supervisory Committee

1) We establish systems for directors, executive officers, and employees to report to the Audit &
Supervisory Committee on important matters affecting the business or performance of the Company
and the Group, and the status of implementation of internal audits, in addition to statutory matters on a
case-by-case basis.

2) We establish a system for appropriately reporting any legal or regulatory infringements and other
compliance issues to the Audit & Supervisory Committee through our whistleblowing provisions for
the Company and the Group and the appropriate maintenance of our whistleblowing system. We also
establish frameworks to ensure any stakeholders who have used the whistleblower system are not
treated disadvantageously.

(8) Other systems to ensure effectiveness of audits by the Audit & Supervisory Committee

1) The Company holds regular meetings where Audit & Supervisory Committee Members can exchange
opinions with the President or the accounting auditor.

2) The Company guarantees Audit & Supervisory Committee Members the opportunity to receive advice
on auditing operations from outside experts, such as lawyers and certified public accountants, when
required for conducting audits.

3) The Company ensures effective procedures for the prepayment or reimbursement to Audit &
Supervisory Committee Members of costs incurred during the execution of duties as well as any other
expenses or debt arising from the execution of said duties.

2. Basic Views on Eliminating Anti-Social Forces

In its Business Ethics Norms of OSG Corporate Code of Ethics, the Company states that we will stand firmly
against any and all anti-social forces and groups that would harm the security and stability of general public.
The Company, as Corporate Action Standards, stipulates that “the OSG group will have absolutely no ties
with any individuals and groups that will affect society and the company’s well-being. Also, all employees
and managers will not fear these groups, and will face them resolutely.”

Going forward, in addition to seeking to deepen awareness of the OSG Corporate Code of Ethics among
all Group employees, we have assigned the General Affairs and Legal Affairs Group as the internal
department in charge of compiling a manual on how to respond to anti-social forces and working together
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with lawyers, police, and other groups, and developing frameworks to prepare ourselves for the emergence
of any unreasonable demands.
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V. Other

1.

Adoption of Anti-Takeover Measures

Adoption of Anti-Takeover Measures Not adopted

I Supplementary Explanation

2. Other Matters Concerning Corporate Governance System

<Overview of Timely Disclosure System>

(1) Notification of Information
The heads of department and presidents of Group companies that are responsible for reporting
information shall report any information they have grasped to the President and the officer in charge of
information handling.

(2) Concentration, Examination, and Disclosure of Information
The officer in charge of handling information aggregates notifications and reports from the President,
the Board of Directors, the heads of each division, and the presidents of Group companies, deliberates
together with the Accounting Department, the Human Resources, General Affairs and Legal Group and
other pertinent departments on information requiring timely disclosure, and considers and proposes
disclosure contents and methods.

(3) Reporting the Contents of Timely Disclosure to the President
The officer in charge of information handling reports the contents of the proposed disclosure to the
President.

(4) Implementing Timely Disclosure
1) Facts related to decisions and Financial Results
The officer in charge of handling information shall report the disclosure contents to the President and
implement timely disclosure without delay.

2) Facts related to incidents
The officer in charge of handling information shall report important facts related to incidents that are
judged to require urgent disclosure to the President and also promptly disclose those factors in a timely
manner.

-20 -



Corporate Governance Structure

Appointment,

. dismissal
General Meeting of Shareholders
Nomination and
Appointment, - »| Compensation
S S S TR SR R S e R S R dismissal | Advnce,repoﬁs Appointment, Committee
[ . dismissal
- \ A 4 : v
omtment, . : B R _
Izﬁsmissal Board of Directors | Audits, etc| Audit & Supervisory Committee
(including members of the Audit < : (directors who are members of the Audit
& Supervisory Committee) & Supervisory Committee)
A : ? A A
Reporting Reporting! - p
: T e
Risk and Compliance Appointment, IﬂfOI];lmﬂ_thTl
Management Committee dismissal gathering
Independent v
Sustainability Committee : audits _ _
Y < Accounting Auditors |«
v :
Representative director :
y'y Collaboration
Directives, Reporting ;
M tC itt supm"visicmL : v
anagement Committee . .
= " Management Audit Section
Directives
4 é
» Executive officers it - Legal and tax advisors
: Advice,
. i consultation
Directives, Audit
supervision
A 4

Operational executive divisions
(including subsidiaries)

Internal System for Timely Disclosure

Heads of individual departments, Group company presidents

- ~

\ 4 - . . ) ) ~
(’ Financial results information
/7

»  Board of Directors ~~.__for Group companies __-
President — | TTreeeeereeeT

\ 4

1

1

+ Decisions !
1 1
1 1

Officer in Charge of Information Handling (General Manager of Accounting Department)

A
- Lo-mme
Instruct implementation R =~ .
of timely disclosure |/, Financial results information »
~ -
(Management sections) BT

Accounting Department
(responsible for implementing timely
disclosure)

A
A 4
—
e}
aQ
=N
=
&
@
Q
=
]
c
o

— » Management-related information

——————— » Financial results information

Timely disclosure

-21 -



	Ⅰ. Basic Views on Corporate Governance, Capital Structure, Corporate Profile and Other Basic Information
	1. Basic Views
	[Reasons for Non-compliance with the Principles of the Corporate Governance Code] Updated
	[Disclosure Based on the Principles of the Corporate Governance Code] Updated

	2. Capital Structure
	[Status of Major Shareholders] Updated

	3. Corporate Attributes
	4. Policy on Measures to Protect Minority Shareholders in Conducting Transactions with Controlling Shareholder
	5. Other Special Circumstances which may have Material Impact on Corporate Governance
	II. Business Management Organization and Other Corporate Governance Systems regarding Decision-making, Execution of Business, and Oversight in Management
	1. Organizational Composition and Operation
	[Directors]
	[Supervisory Committee]
	[Voluntary Establishment of Nomination/Compensation Committee]
	[Independent Directors]
	[Incentives]
	[Director Compensation]
	[Supporting System for Outside Directors]

	2. Matters on Functions of Business Execution, Auditing, Oversight, Nomination and Compensation Decisions (Overview of Current Corporate Governance System)
	3. Reasons for Adoption of Current Corporate Governance System

	III. Implementation of Measures for Shareholders and Other Stakeholders
	1. Measures to Vitalize the General Shareholder Meetings and Smooth Exercise of Voting Rights
	2. IR Activities
	3. Measures to Ensure Due Respect for Stakeholders

	IV. Matters Related to the Internal Control System
	1. Basic Views on Internal Control System and the Progress of System Development
	2. Basic Views on Eliminating Anti-Social Forces

	V. Other
	1. Adoption of Anti-Takeover Measures
	2. Other Matters Concerning Corporate Governance System


