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The corporate governance of the company is described below.

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

Fujikura is an enterprise that helps its customers create value in accordance with the Fujikura Group

Corporate Philosophy, which is to “help customers create value and contribute to society using ‘Tsunagu’
(connection) technologies.” As such, Fujikura aims to achieve sustainable growth and to increase corporate
value over the mid to long-term. To this end, Fujikura is making efforts to establish robust, transparent, and
efficient frameworks for facilitating swift decision-making, and to build globally expansive business
execution systems. Fujikura is also working to bolster its internal controls so as to ensure thoroughgoing
compliance and risk management.

At present, Fujikura is implementing its 2020 Mid-term Business Plan. The main goal in this plan is to
achieve an operating margin of 7.0% by the end of FY2020. The Company believes that to achieve this
goal and attain further sustainable growth, it is essential to have a flexible and efficient decision-making
process. This is especially true for crucial matters. It is important that the process produces high-quality
decisions backed by objective discussions that cover a diverse array of areas. Fujikura began analyzing
corporate governance reforms as a part of its growth strategy in line with the enactment of Japan’s
Corporate Governance Code. To this end, the Company plans to seek approval to revise its Articles of
Incorporation at the Annual General Meeting of Shareholders scheduled to be held on June 2017 so that it
can switch to a company with audit and supervisory committee (currently Fujikura is a company with board
of corporate auditors) to implement the following reforms.

The main points for corporate governance reforms are as follows.

(1) Fujikura plans to narrow down the Board of Directors’ scope of decision-making to important matters,
including business plans. The Company shall appoint four outside directors (currently there is only one)
to the Board. The Board will then take ample time to discuss these important matters from various
perspectives before arriving at a decision. Concurrently, a wide range of authority will be delegated to

executive directors. Note that we plan to appoint outside directors with experience in corporate
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management (finance and manufacturing), and who are/were lawyers or accountants.

For issues that are particular to a specific in-house company, a system is to be put in place that will
facilitate quick and decisive decision-making by the executive director at said in-house company. As for
those matters to be decided by the Board of Directors, including annual and mid-term business plans,
annual investment plans, important business partnerships and M&A deals, a system shall be put in place
that fully reflects the diverse expertise of the outside directors into these matters.

Note that previously the Board of Directors discussed decisions made by managing directors
meetings that consisted of internal parties. These meetings by internal parties shall be terminated. The
Board of Directors will discuss matters from the draft stage (in light of this, it is expected that the Board
might meet several times on the same issue in a short amount of time).

(2) The Company shall delegate authority to executive directors to clarify the scope of responsibility of each
executive director. The implementation of this system shall facilitate objective evaluation of an individual
director’s aptitude and remuneration.

Specifically, Fujikura shall establish a Nominating Advisory Committee and Remuneration Advisory
Committee—the majority of which shall comprise of outside directors—to select candidates for director
and to determine remuneration.

(3) Fujikura’s current organization for executing business operations and its decision-making system are
discussed in the Current Trends & Issues section below. The Company has decided to implement the
aforementioned reforms after once again sorting out the issues inherent to its management system,

prompted by the enactment of the Corporate Governance Code in Japan.

[Current Trends & Issues]

Fujikura divided its main fields of business into three in-house companies (Power & Telecommunication
Systems, Electronics Business, and Automotive Products). Each in-house company possesses units that
handle technology, manufacturing, and sales functions. With the exception of R&D and companywide
management functions, this system allows each in-house company to be fully responsible for its business
operations by having control over the basic resources necessary to execute business operations. In addition,
each in-house company is appointed by the Board of Directors an executive director who is responsible for
the performance of the in-house company they have been appointed to.

Meanwhile, the decision-making process comprises two steps. Prior to being put up before the Board of
Directors, a managing directors meeting, headed up by the president is held. Directors, executive officers,
and auditors are the only members that participate. Matters, including some pertaining specifically to
in-house companies, must be unanimously approved by all participants. In other words, this system requires
a consensus by top management to approve the execution of each business matter. Although this makes it
easy to reflect companywide perspective and is excellent for sharing information, this system concentrates
authority in the hands of the president, who leads the managing directors meeting. Consequently, there is no
system for delegating authority to the executive directors, and head up each in-house company. Given that

the diverse range of issues companywide have to be put before the management directors meeting each

-2-




time, there is still room for improvement to achieve a higher level of efficient and flexible decision-making.
The rules for executive directors do not outline their responsibilities, as they are not given the authority to
make decisions. In addition, performance evaluations do not assess their responsibility, as once again, they
are not given the authority to make decisions. Consequently, this results in a clear disconnection between
performance/nominations and remuneration.

Given the current company with board of corporate auditors organizational structure, outside directors
(one outside director and two outside auditors) participate in Board meetings that make decisions on
specific business operation matters. Furthermore, ample time is being allotted to provide outside directors
with explanations prior to meetings on important matters, including high-priced investments and M&A
deals. Also, outside auditors are expressing many opinions and pointing out issues that stand at the core of
the validity of these important matters. This indicates that Fujikura is making progress in going about
implementing diverse and thorough examinations of matters. Nonetheless, the current decision-making
process is inefficient given that matters brought before the Board of Directors for resolution have already
been approved by the managing directors meeting. In addition, completely revamping matters already
approved by the managing directors meeting would have a considerable negative effect by creating chaos in
management.

Fujikura plans to push forward and address the aforementioned issues. Also, given the opinion of
management that it is necessary to have a system where outside directors actively participate in the
Company’s growth, Fujikura aims to implement far-reaching reforms to its decision-making process by

delegating authority to executive directors and combining the decision-making processes of the managing

directors meeting and Board of Directors.

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

[Supplementary Principle 4.1.3] Appropriate oversight of succession planning for the CEO and other top
executives
Fujikura plans to set up a Nominating Advisory Committee, under the Board of Directors, which will
formulate policy concerning succession planning for the CEO and which handles oversight of this policy.

The committee is scheduled to actualize policy going forward.

[Principle 4.8] Effective use of independent outside directors
Four independent directors shall be appointed for approval at the Annual General Meeting of
Shareholders, scheduled for June 2017.

[Principle 4.8.1] Information exchange and shared awareness among independent outside directors
Fujikura plans to switch to a company with audit and supervisory committee, to be put up for vote at the
Annual General Meeting of Shareholders, scheduled for June 2017. Independent outside directors shall be

appointed to sit on a committee as audit and supervisory committee members. In addition, a committee
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office, including one for auditors, is to be established under the audit and supervisory committee to

establish a system that facilitates the exchange of information and shared awareness.

[Principle 4.8.2] Framework for communicating with the management and for cooperating with auditors or
the board of auditors
Fujikura is planning to switch to a company with audit and supervisory committee by receiving approval
at the Annual General Meeting of Shareholders, scheduled for June 2017. At present, the auditors and
president, along with other top management, are regularly exchanging opinions. Fujikura plans to continue
to implement this system to exchange opinions between the auditors and top management even after the

transition to a company with audit and supervisory committee.

[Supplementary Principle 4.10.1] Optional advisory committee in which outside directors compose the
majority
In March 2017, the Company plans to set up voluntary advisory committees to the Board of Directors
related to the nomination and remuneration of directors. Independent directors shall account for a majority

of members on each committee. Each committee is also expected to be headed up by an independent

outside director.

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

[Principle 1.4] Strategic holdings
1. Policy on strategic holdings

In the course of its business activities, Fujikura enters into strategic business partnerships, and it
strategically holds shares of its partners exclusively for the purpose of contributing to an increase in
corporate value over the mid to long-term.

These strategic holdings are positioned as part of the invested capital in each of the in-house companies
that conducts operations. Based on the view expressed above, these investments shall be verified in a
timely manner and confirmed at a Board of Directors meeting.

2. Policy on the exercise of voting rights
Fujikura comprehensively assesses voting from the perspective of helping the companies it invests in
increase corporate value over the mid to long-term, and exercises its voting rights on an annual basis

accordingly.

[Principle 1.7] Related party transactions
Fujikura annually surveys related party transactions involving its directors and auditors in order to
ensure that such transactions do not harm Fujikura’s interests. Based on the results of such survey, Fujikura

discloses information concerning related party transactions in the Convocation Notice of the Annual

General Meeting of Shareholders and annual securities report.
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[Principle 3.1] Improving disclosure
(i) Fujikura has established the Fujikura Group Corporate Philosophy, which consists of a “mission,”
“vision,” and “core value” (MVCV). For more details on the MVVCV, please refer to the Fujikura website.
(http://www.fujikura.co.jp/eng/corporate/philosophy.html)
Likewise, Fujikura has also formulates mid-term business plans. These can also be found on the Fujikura
website. (http://www.fujikura.co.jp/eng/ir/fmanagement_plan.html)

(if) Fujikura’s basic view and basic policy on corporate governance is expressed in 1. Basic Views above.

(iii) The Board of Directors shall set up a Remuneration Advisory Committee under it. The majority of the
members on this committee shall be made up of outside directors. As the basic policy for director
remuneration, in principle remuneration shall be based on earnings performance. The committee shall
determine each director’s remuneration and report its decision to the Board of Directors.

(iv) The Board of Directors shall set up a Nominating Advisory Committee under it. The majority of the
members on this committee shall be made up of outside directors. The basic policy is to nominate
candidates that will contribute to an improvement in earnings, and who have the knowledge and quality to
fulfill responsibilities to shareholders. After selecting individual candidates, the committee shall report its
decision to the Board of Directors.

(v) The reference materials to the Notification of the Annual General Meeting of Shareholders will explain

the appointment of each candidate for director.

[Supplementary Principle 4.1.1] Scope of the matters delegated to the management by the Board of Directors
Owing to the transition to a company with a company with audit and supervisory committee, with the
exception of matters to be decided by the Board of Directors, Fujikura will be able to substantially delegate

authority to the president and executive directors for each in-house company and the corporate division,
based on a decision by the Board of Directors in accordance with the authorized Articles of Incorporation.
This will facilitate quick and decisive decision-makings and clarify responsibilities. Matters to be decided
by the Board of Directors shall be limited to annual and mid-term business plans (including investment
plans), earnings results and results announcements, high-priced and important business partnerships, and
M&A deals. The Board of Directors, which shall include four outside directors, will repeatedly hold
substantial discussions from the draft stage of plans. Note that the Board of Directors shall make decisions
on certain matters related to risk management (business withdrawal, debt abandonment, dispute resolutions,
compensation for damages, etc.), even matters of small value, with the goal of improving the precision of

oversight.

[Supplementary Principle 4-8] Effective use of independent outside directors
Fujikura plans to nominate four candidates for outside director at the Annual General Meeting of
Shareholders scheduled to be held on June 2017.




[Principle 4.9] Independence standards and qualification for independent outside directors
The following are the standards and qualifications for determining the independence of an outside
director.
A candidate must satisfy independence standards and qualifications. The candidate is not deemed
independent should they, their spouse and children (dependents), and relatives to the second degree that

either currently meet or in the most recent three-year period have met one of the following criteria.

a. A major client of the Fujikura Group™ or a person who executes business for a major client of the

Fujikura Group™

b. A person/company for which the Fujikura Group is a major client or a person/company that executes

business for said person/company

c. A shareholder with 10% more of total voting rights in Fujikura or a person who executes business for said
shareholder

d. A person receiving substantial contributions*3 from Fujikura or one of its subsidiaries, in addition to

remuneration as an outside director or a person executing business for said person

*1: Major client refers to a person/company that accounts for 1% or more of Fujikura’s consolidated net
sales or a person/company that earns 1% or more of their consolidated net sales from Fujikura

*2. Person/company executing business on someone’s behalf refers to a director engaging in the execution
of business operations or an employee working under said director

*3: Substantial contributions refers to annual amounts in excess of ¥10 million

[Supplementary Principle 4.11.1] View on the appropriate balance of the board as a whole, diversity, and
board size
The Board of Directors is comprised of no more than 10 members. Candidates that have served the

company for many years, are well-versed in the conditions of the Company, and who have a certain level of
knowledge about management are selected as executive directors depending on the current business
portfolio and key measures at the time. There are four outside directors. Two shall have experience in the
management of an operating company (director) and possess the diverse knowledge and expertise sought
by Fujikura. The other two shall be a lawyer and certified public accountant. There will be five directors on
the board of auditors—one standing auditor (with a certain level of practical experience working at

Fujikura) and four outside directors.

[Supplementary Principle 4.11.2] Policy for cases where directors and auditors also serve as directors at
other listed companies
Fujikura confirms that there are no constraints that would prevent those directors or auditors, who
concurrently service as directors at another listed company, from executing their responsibilities and

fulfilling their obligations at Fujikura. Information on key concurrent positions is disclosed annually in the
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reference materials to the Notification of the Annual General Meeting of Shareholders, business reports,

and other documents.

[Supplementary Principle 4-11-3] Analysis and evaluation of the effectiveness of the Board of Directors
A survey given to all Board members is conducted to assess the effectiveness of the Board of Directors.
The survey evaluates the propriety of meetings (use of time, meeting frequency, management of
proceedings, minutes, etc.), the appropriateness of matters for resolution (timing of submission, degree of
importance, quantity of information, etc.), aspects of Board members (participation in discussion, etc.) and

its efficiency as an executive office.

[Supplementary Principle 4.14.2] Disclosure of training policy for directors and auditors

Fujikura conducts training (both internal and outside training and seminars, etc.) and provides
information as necessary to ensure that directors and auditors can fulfill their roles and responsibilities
appropriately.

In the case of newly-appointed outside directors, before they take up their posts, Fujikura briefs them on
the company overview, corporate philosophy, business condition, corporate governance, and on rules and
other matters related to their posts.

After taking up their posts, newly-appointed outside directors attend briefing sessions and office
tours/inspections so that they can get an idea of Fujikura’s business activities, industry trends, and the

business environment. The ultimate purpose of this is to deepen their understanding of Fujikura.

[Principle 5.1] Constructive dialogue with shareholders
(i) Fujikura is committed to encouraging constructive dialogue with shareholders and investors as a means
to achieving sustainable growth and increasing corporate value over the mid to long-term. Accordingly,
Fujikura is promoting initiatives by which the President and senior management can engage in dialogue
with shareholders and investors.

(i) Fujikura places a director in charge handling constructive dialogue to ensure the effectiveness of
dialogue and information disclosure. The IR Group within the Corporate Strategy Planning Division has
been set up under the director and cooperate with related departments to conduct the timely, fair, and

adequate disclosure of information.

(iii) Other ways in which Fujikura discloses information include its Periodic Conferences for Analysts and
Institutional Investors held four times a year (May, August, November, February), plant tours, and
publications such as business reports and annual reports. Fujikura is also making efforts to enhance
information provision and dialogue with overseas institutional investors. For example, the President and

another director visit and hold business briefings in Europe and North America.




(iv) To ensure that shareholder views and concerns are reflected in management decisions, Fujikura relays

the analyst report and results of meetings with shareholders and investors to the board of directors.

(v) For the purpose of preventing the leakage of financial information and ensuring fairness, Fujikura has
established a quiet period. During this quiet period, Fujikura will not make any comments about its
financial information or respond to questions about this information. In addition, pursuant to its internal
information management rules, Fujikura endeavors to prevent the leakage or proliferation of important

information, and to prevent insider trading.

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, Ltd. ( Trust Account ) 20,955,000 6.99
Japan Trustee Services Bank, Ltd. ( Trust Account ) 16,733,000 5.58
Mitsui Life Insurance Company Limited 10,192,000 3.40
Sumitomo Mitsui Banking Corporation 8,456,000 2.82
The Shizuoka Bank, Ltd. 7,713,000 2.57
CBNY DFA INTL SMALL CAP VALUE PORTFOLIO 7,655,000 2.55

Japan Trustee Services Bank, Ltd. ( Sumitomo Mitsui Trust
6,777,000 2.26
Bank, Limited Retirement Benefit Trust Account )

Dowa Metals & Mining Co., Ltd. 6,563,000 2.19

MELLON BANK,N.A. AS AGENT FOR ITS CLIENT

MELLON OMNIBUS US PENSION 5,531,000 184

Fujikura Employees Shareholding Association 5,336,000 1.78

Controlling Shareholder (except for Parent
Company)

Parent Company None

I Supplementary Explanation

As of March 31, 2016, in addition to the above, we also possessed 55,477,611 shares of treasury stock, but on
May 18, 2016, parts of them were retired.  As a result, the number of shares of our treasury stock is 497,001
as of June 30, 2016.




3. Corporate Attributes

Listed Stock Market and Market Section Tokyo Stock Exchange  First Section
Fiscal Year-End March
Type of Business Nonferrous Metals

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

Sales (consolidated) as of the End of the

) ) From ¥100 billion to less than ¥1 trillion
Previous Fiscal Year

Number of Consolidated Subsidiaries as of the
) ) From 50 to less than 100
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 Corporate Governance

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

1. Organizational Composition and Operation

Organization Form Company with corporate auditors
[Directors]

Maximum Number of Directors Stipulated in 12

Articles of Incorporation

Term of Office Stipulated in  Articles of

Incorporation One year

Chairperson of the Board President

Number of Directors 10

Number of Outside Directors 1

Number of Independent Directors 1

Outside Directors’ Relationship with the Company (1)

Relationship with the Company*

a|bj|c|dj|e|f | g]|h i j k
Kenichiro Abe CPA A

Name Attribute




*  Categories for “Relationship with the Company”
*  ”0o” when the director presently falls or has recently fallen under the category;
“A” when the director fell under the category in the past
*  “e” 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

. Executive of the Company or its subsidiaries
. Non-executive director or executive of a parent company of the Company
. Executive of a fellow subsidiary company of the Company
. A party whose major client or supplier is the Company or an executive thereof
. Major client or supplier of the listed company or an executive thereof
Consultant, accountant or legal professional who receives a large amount of monetary consideration or
other property from the Company besides remuneration as a director/corporate auditor
g. Major shareholder of the Company (or an executive of the said major shareholder if the shareholder is a
legal entity)
h. Executive of a client or supplier company of the Company (which does not correspond to any of d, e, or f)
(the director himself/herself only)
i. Executive of a company, between which and the Company outside directors/corporate auditor 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

D O 0O T

Outside Directors’ Relationship with the Company (2)

Designation as | Supplementary

Name Independent Explanation of Reasons of Appointment
Director the Relationship
Kenichiro Abe © Kenichiro Abe He is qualified to serve as an outside
previously was a director, a position which requires

representative partner of | independence from the Company, given
Japan Assurance Aarata, | his official certification as a Certified
which is our accounting | Public Accountant (CPA) and high level
auditor. He retired from | of expertise as well as sufficient

the firm in June 2012. knowledge about corporate management
He was not involved in | owing to the experience he has gained

auditing Fujikura while | from auditing a vast number of

at the firm. companies over the years.

\Voluntary Establishment of Committee(s)
Corresponding to Nomination Committee or | Not Established
Remuneration Committee

[Corporate Auditors]

Establishment of Board of Corporate Auditors Established

Maximum Number of Corporate Auditors

Stipulated in Articles of Incorporation

Number of Corporate Auditors 4
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Cooperation among Corporate Auditors, Accounting Auditors and Internal Audit Departments

With respect to cooperation between the Corporate Auditors and the Accounting Auditors, the Corporate

Auditors receive an outline of their audit plans from the Accounting Auditors at the beginning of the fiscal

year. Based on the audit plans, the receive results of interim and annual auditing from the Accounting

Auditors. In addition, they also hold several meetings on accounting audit status and structure per year and

exchange opinions as they consider necessary.

With respect to cooperation between the Corporate Auditors and the internal audit department, the

Corporate Auditors exchange opinions on auditing matters with the internal audit department on a regular

basis. In addition, the internal audit department conducts auditing operations under the instruction of the

Corporate Auditors whenever necessary and constantly reports the results to the Corporate Auditors.

Appointment of Outside Corporate Auditors Appointed
Number of Outside Corporate Auditors 2
Number of Independent Corporate Auditors 2

Outside Corporate Auditors’ Relationship with the Company (1)

Relationship with the Company*

Name Attribute —T—
a|lblc|id|e|f|lgl|h|i]]j|k]|I

Soichiro Sekiuchi Lawyer

Masaaki Shimojima | From another company A

*  Categories for “Relationship with the Company”
* 7o when the director presently falls or has recently fallen under the category;
“A” when the director fell under the category in the past
* “eo” 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

O OO0 oL

. Executive of the Company or its subsidiary

. Non-executive director or accounting advisor of the Company or its subsidiaries
. Non-executive director or executive of a parent company of the Company

. Corporate auditors of a parent company of the Company

. Executive of a fellow subsidiary company of the Company

f. A party whose major client or supplier is the Company or an executive thereof
g. Major client or supplier of the Company or an executive thereof

h. Consultant, accountant or legal professional who receives a large amount of monetary consideration or

other property from the Company besides remuneration as a corporate auditor

i. Major shareholder of the Company (or an executive of the said major shareholder if the shareholder is a

legal entity)

j. Executive of a client or supplier company of the Company (which does not correspond to any of f, g, or h)
(the corporate auditor himself/herself only)
k. Executive of a company, between which and the Company outside directors/corporate auditors are

mutually appointed (the corporate auditor himself/herself only)

I. Executive of a company or organization that receives a donation from the Company (the corporate auditor

himself/herself only)

m. Others
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Outside Corporate Auditor’s Relationship with the Company (2)

Name

Designation as
Independent
Corporate
Auditor

Supplementary
Explanation of
the Relationship

Reasons of Appointment

Soichiro Sekiuchi

o

We believe Soichiro Sekiuchi is
qualified to serve as an outside
corporate auditor, a position which
requires independence from the
Company, given his official certification
as a lawyer and high level of expertise
as well as sufficient knowledge about
corporate management owing to the
experience he has gained from auditing
a vast number of companies over the

years.

Masaaki Shimojima

Masaaki Shimojima
previously worked at the
Sumitomo Mitsui
Banking Corporation,
which is our main bank.
He retired from the bank
in June 2003. We note
that the Fujikura Group
does business with
several different
financial institutions. In
light of this, we believe
there is no conflict of
interest with general

shareholders.

We believe Masaaki Shimojima is
qualified to serve as an outside
corporate auditor, a position which
requires independence from the
Company, given considerable
knowledge concerning finance and
accounting based on many years of
experience in a key position at a major
commercial bank as well as abundant
knowledge and insight concerning

corporate management.

[Independent Directors/Corporate Auditors]

Number of
Auditors

Independent Directors/Corporate

Matters relating to Independent Directors/Corporate Auditors

directors.

All outside directors that fulfill the qualifications of independent director are designated as independent
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[Incentives]

Incentive Policies for Directors Other

Supplementary Explanation

The remunerations paid to individual directors reflect their evaluation, which is based on the business
performance of the divisions they oversee. In addition, bonuses are also paid out based on the resolution of

the Annual General Meeting of Shareholders.

Recipients of Stock Options

Supplementary Explanation

[Director Remuneration]

Disclosure of Individual Directors’ Remuneration | No Individual Disclosure

Supplementary Explanation

The total annual remuneration for the board of directors was 356 million yen (no bonus was paid in the

168th term) and is contained in the Company’s business report and annual securities report.

Policy on Determining Remuneration Amounts .
Established

and Calculation Methods

Disclosure of Policy on Determining Remuneration Amounts and Calculation Methods

In addition to the diverse portfolio of products handled, Fujikura also is expanding its business operations
globally. The operations conducted by its directors are sophisticated and span a broad range. Consequently,
remuneration standards should be set at a level appropriate to recruit qualified people capable of fulfilling
these duties, and this level is decided in reference to surveys conducted by a number of research agencies that
target mainly listed companies.

In addition, remuneration consists of a fixed portion for monitoring and supervising functions (fixed
remuneration) and the portion for executive functions that fluctuates in tandem with earnings
(performance-based remuneration). The fixed remuneration is set based on individual roles and factors in the
individual’s experience. Performance-based remuneration reflects the executive director’s performance in
their respective field of business for each business year. The director’s performance is evaluated, including

their level of achievement versus earnings goals, within the scope of their responsibilities and the annual

business plan. A maximum of 30% of the fixed remuneration reflects this.
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[Supporting System for Outside Directors and/or Corporate Auditors]

Outside corporate auditors receive appropriate support from the internal audit department. The internal
audit department properly conveys information related to internal audits to the outside corporate auditors.
Materials related to the board of directors and the board of corporate auditors are distributed to outside

directors and corporate auditors in advance.

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

Fujikura has grouped its businesses into four in-house companies—the Power & Telecommunication
Systems Company, the Electronics Business Company, Automotive Products Company, and the Real Estate
Business Company. Each in-house company is comprised of the technological, manufacturing, and sales
functions related to the field of business it operates. The structure of each in-house company is designed in a
manner that enables the head of each in-house company to accomplish necessary business responsibilities.

In addition, owing to the executive officer system, Fujikura is building a corporate management system that
clearly outlines executive responsibilities for each in-house company and company-wide departments. The
development of new businesses and the commercialization of businesses/products are not under the
supervision of the in-house companies. These functions are carried out by a separate specialized organization
that is under the direct supervision of the president.

The board of directors and the president monitor monthly performance for each area of corporate
management, including the divisions within each in-house company. They constantly manage deviances
between actual performance and the targets set in annual business plans and mid-term business plans. They
also assess external factors, including changes in the market environment, and decide on and implement
appropriate measures to deal with external factors.

The business execution and supervision functions of the directors have been separated owing to the
introduction of the executive officer system. The system defines the monitoring and supervising functions of
directors. It requires them to work with outside directors to monitor business operations and ensure they are in
compliance with the relevant laws and regulations, and the Articles of Incorporation. In addition, the activities
of the Risk Management Committee focus on ensuring that Fujikura’s directors, officers, employees, and
other workers are properly complying with relevant laws and regulations, and other social norms. Also, each
organization, including the company-wide control (administrative) departments at headquarters, possesses
business execution and oversight functions for their respective business operations. Necessary assistance,
including the creation of manuals and the hosting of briefings, is provided to each department to ensure that
compliance with various laws and regulations related to their respective business operations is not overlooked.
As a part of internal auditing, the Audit Division, which is an organization dedicated to internal auditing of
business divisions, and organizations that possess other auditing functions monitor compliance with relevant
laws and regulations, and the Articles of Incorporations. Necessary reporting, guidance, assistance, and other

actions are carried out through the Risk Management Committee and other bodies. Note that Fujikura has a
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whistleblowing system in place that protects whistleblowers, and enables employees to anonymously report
incidents to a lawyer outside the company.

Fujikura has selected PricewaterhouseCoopers Aarata as its accounting auditor. The auditing system
consists of CPAs Kazuhiko Tomoda, Shinichi Kishi, and Kentaro Iwao, 11 CPAs providing backup, 3 assistant
CPAs, and 10 other members.

3. Reasons for Adoption of Current Corporate Governance System

Fujikura ensures executive responsibilities are clarified by the executive officer system, and has adopted
the corporate auditor system to facilitate the monitoring and supervision of management and its
decision-making process. Furthermore, Fujikura has adopted a system whereby standing corporate auditors
are able to attend important meetings with regard to management’s decisions on the execution of business,
such as managing directors meetings, to state their opinions.

We also guarantee auditors’ participation in management, including but not limited to activities of legal

compliance in meetings of the board of directors, etc.

1. 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 |  op june 6, 2016, the Company sent a Notice of Invitation to Fujikura’s
Shareholder Meeting )

167th Annual General Meeting of Shareholders scheduled to be held on
June 29, 2016.

Allowing Electronic EXxercise |  The Company has allowed the exercise of voting rights via the Internet
of \oting Rights ) )
since fiscal year 2006.

Participation in  Electronic | The Company has utilized an electronic voting platform for institutional
\oting Platform ) o )
investors operated by ICJ Corporation since fiscal year 2008.

Providing Convocation Notice | The Company posts English translations of its Convocation Notice of the

in English ] ] ]
Annual General Meeting of Shareholders on its website (on the same date of
distribution of the Convocation Notice [Japanese version] to shareholders).
Other The Convocation Notice of the Annual General Meeting of Shareholders

and other information are posted on the Company’s website to ensure wide

availability.
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2.

IR Activities

Supplementary Explanations

Regular Investor Briefings for
Analysts and Institutional
Investors

The Company holds Periodic Conferences for Analysts and Institutional
Investors four times a year (May, August, November and February). In these

conference meetings, the Company explains quarterly business results.

Regular Investor Briefings for
Overseas Investors

The Company holds meetings for Overseas Investors. The President or
director in charge of IR has direct dialogue with investors in the EU and
North America with a view to facilitating information disclosure and

enhancing communications with overseas investors.

Posting of IR Materials on
Website

The Company posts IR information such as brief announcements of the
most recent financial statements, the medium-term management plan and

annual reports on its website.

Establishment of Department
and/or Manager in Charge of
IR

Division in charge of IR: Corporate Strategy Planning Division
Director in charge of IR: Takashi Takizawa, Senior Vice President &
Member of the Board

IR Contact: Futoshi Kubori, Manager of IR Group

3. Measures to Ensure Due Respect for Stakeholders

Supplementary Explanations

Stipulation of Internal Rules
for Respecting the Position of
Stakeholders

We are enacting the Fujikura Group CSR Basic Policies, Fujikura Group
CSR Activities Guidelines, and Fujikura Code of Conduct. We are diligently
working to build healthy and amicable relationships with our stakeholders

based on various regulations which center around these policies.

Implementation of
Environmental Activities, CSR
Activities etc.

The Company conducts a wide range of activities concerning the three
sides of CSR: the environment, society and governance. Every year, the
Company publishes "CSR Integrated Report" which describes these
activities and posts details on its website. Going forward, it will make
every effort to announce its internal and external approaches to

stakeholders.
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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

1. Basic policies

Fujikura is operating an executive officer system. Specifically this entails dividing up the group’s overall
business operations by business field and function, and assigning responsibilities to each executive officer.
Directors shall also concurrently serve as executive officers and are charged with responsibilities for
separately assigned business execution functions. A pyramid-shaped command system is employed for
governing business execution, with the president at the top. This overall system is decided by the board of
directors.

As a result of employing this system, the role of directors is to specialize in the oversight and monitoring of
business fields and matters outside the scope of the executive duties assigned to them. Accordingly, this
ensures that directors carry out the checking of functions with the same level of objectivity as outside
directors, so that the operations are legally compliant and fair, as required under the Companies Act.

In addition to oversight by directors, Fujikura also employs the corporate auditor system to oversee and
monitor the decision-making process. Furthermore, the internal audit department, the company-wide
administrative d, and each in-house company’s management organizations work to ensure daily business
operations are legally compliant and fair. Collectively, Fujikura is establishing the following internal control

system.

2. System to ensure the execution of duties by directors conforms with relevant laws and regulations, and
the Articles of Incorporation

(Article 362, paragraph 4, Item 6 of the Companies Act)

(1) The business execution and supervision functions of the directors have been separated owing to the
introduction of the executive officer system, and the monitoring and supervising functions of directors has
been clearly defined. Directors shall work with outside directors to monitor business operations and ensure
they are in compliance with the relevant laws and regulations, and the Articles of Incorporation.

(2) The activities of the Risk Management Committee aim to keep directors, officers, employees, and other
workers compliant with relevant laws and regulations, and social norms.

(3) Each organization, including the company-wide control (administrative) departments at headquarters,
shall possess business execution and oversight functions for their respective business operations. And
necessary assistance, including the creation of manuals and the hosting of briefings, is provided to each
department to ensure that compliance with various laws and regulations related to their respective business
operations is not overlooked.

(4) The Audit Division, which is an organization dedicated to internal auditing of business divisions, and
organizations that possess other auditing functions shall monitor compliance with relevant laws and
regulations, and the Articles of Incorporations. Necessary reporting, guidance, assistance, and other actions

shall be carried out through the Risk Management Committee and other bodies.
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(5) Fujikura shall protect whistleblowers, and enable employees to anonymously report incidents to a

lawyer outside the company.

3. Matters governed by Article 100 of the Enforcement Regulations of the Companies Act

(1) System regarding the storage and management of information related to the execution of duties by
directors

(Article 100, paragraph 1, item 1)

Handouts, discussion documents, minutes and other documents pertaining to board of directors meetings,
managing directors meetings, business strategy management meetings, executive management meetings, Risk
Management Committee and other important decision-making bodies and information sharing shall be
centrally stored and managed in accordance with certain rules by the division in charge of overseeing the
respective meeting. In addition, a system has been established that allows related internal parties to access
information at any time.

With respect to decisions made in writing independent of one of the aforementioned meetings, the
executive body overseeing the decision of the relevant matter shall store and manage the related documents

and respond to inquiries from related internal parties.

(2) Regulations and other systems related to managing the risk of losses

(Article 100, paragraph 1, item 2)

Fujikura categorizes risks that should be managed (including those that could potentially arise at group
companies) into risks related to business opportunities (strategy risks) and risks related to business activities
(operational risks). Strategy risks are jointly managed by top executives sitting on the board of directors and
the management directors meeting, while operational risks are managed by the Risk Management Committee
in accordance with Fujikura Risk Management Rules.

In accordance with the aforementioned risk management regulations, crisis management shall be carried
out by promptly providing information to top management and by establishing a response organization and

management system.

(3) System to ensure directors are efficiently executing their duties

(Article 100, paragraph 1, item 3)

Fujikura has grouped its businesses into four in-house companies—the Power & Telecommunication
Systems Company, the Electronics Business Company, Automotive Products Company, and the Real Estate
Business Company. Each in-house company is comprised of the technological, manufacturing, and sales
functions related to the field of business it operates. The structure of each in-house company is designed in a
manner that enables the head of each in-house company to accomplish necessary business responsibilities.

In addition, in light of the executive officer system, Fujikura is building a corporate management system
that clearly outlines executive responsibilities for each in-house company and company-wide departments.

The development of new businesses and the commercialization of businesses/products are not under the
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supervision of the in-house companies. These functions are carried out by a separate specialized organization
that is under the direct supervision of the president.

The board of directors and the president monitor monthly performance for each area of corporate
management, including the divisions within each in-house company. They constantly manage deviances
between actual performance and the targets set in annual business plans and mid-term business plans. They
also assess external factors, including changes in the market environment, and decide on and implement

appropriate measures to deal with external factors.

(4) System to ensure employee conduct is compliant with relevant laws and regulations, and the Articles of
Incorporation

(Article 100, paragraph 1, item 4)

All individuals engaging in operations at Fujikura, including directors, officers, and employees, shall
observe the company’s basic tenets. The Risk Management Committee, which is comprised of top executives,
is in charge of ensuring that these basic tenets are thoroughly conveyed to all members of the group.

In addition, several consultation offices shall be established both internally and externally to form a
whistleblowing system. The contact details, etc. of external law firms acting as consultation offices shall be
made known to employees, including those of subsidiaries and affiliates.

The Fujikura Anti-monopoly Law Compliance Program was established to maintain compliance with
competition laws. In addition to establishing basic matters including the operation of this compliance
program, top executives shall state their determination to maintain compliant with relevant laws and
regulations, and provide instruction on compliance with competition laws to the directors, officers, and
employees at group companies.

The Fujikura Group Anti-Corruption Policy was formulated to maintain compliance with anti-corruption
laws. In addition to establishing basic matters including the operation of this compliance policy, top
executives shall state their determination to maintain compliant with relevant laws and regulations, and
provide instruction on compliance with competition laws to the directors, officers, and employees at group

companies.

(5) System to ensure appropriate corporate actions

(Article 100, paragraph 1, item 5)

Each group company is positioned under the supervision of the respective in-house company, corporate
division, or other department or body (hereinafter, “in-house company™). The head of the in-house company
shall manage the group company with the scope of their responsibilities.

The business operations of America Fujikura Ltd. are managed independently from the in-house
companies. Executive officers from Fujikura are assigned to serve as top executives at America Fujikura and

the president of Fujikura is in charge of management.
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a) System for reporting by subsidiaries to Fujikura regarding the execution of duties carried out by
subsidiary directors and employees

(Article 100, paragraph 1, item 5-a of the Enforcement Regulations of the Companies Act )

The In-house Company Corporate Meeting Regulations were established as regulations for reporting by
group companies to in-house companies. In accordance with these regulations, in-house companies receive
reports from group companies they oversee. The reports regarding monthly business performance, personnel,
organizational, facilities investment, product quality and other important matters are sent in a timely manner.

b) Regulations and other systems related to managing the risk of losses at subsidiaries

(Article 100, paragraph 1, item 5-b of the Enforcement Regulations of the Companies Act )

Group companies, as a general rule, conduct their own risk management and establish their own regulations
on risk management. The in-house companies that oversee the group company shall establish a system to
receive reports in a timely and appropriate manner should risks arise, and to provide guidance to help the
group company deal with these risks.

¢) System to ensure that the execution of duties by directors and employees at subsidiaries is being carried
out efficiently

(Article 100, paragraph 1, item 5-c of the Enforcement Regulations of the Companies Act )

Fujikura clearly establishes the roles and functions of each of the group companies under its in-house
companies. As a corporate group, which includes these group companies, Fujikura formulates business plan.
In addition to executing these plans while closely coordinating with group companies, including regular
performance reports and management of deviation between targets and results, the company has a system to
carefully and smoothly nurture mutual understanding through measures such as personnel exchanges with

group companies.

d) System to ensure that the execution of duties by directors and employees at subsidiaries are in
compliance with relevant laws and regulations, and the Articles of Incorporation

(Article 100, paragraph 1, item 5-d of the Enforcement Regulations of the Companies Act )

Group companies assign an employee (employees) to oversee legal compliance. This supervisor (manager)
report on legal compliance to Fujikura and carries out a compliance program separately stipulated by
Fujikura.

Group companies shall set up whistleblowing system that allows employees to communicate directly with
Fujikura or outside lawyers.
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(6) Matters related to employees assigned to assist in matters where corporate auditors deem help is
required

(Awrticle 100, paragraph 3, items 1 and 3 of the Enforcement Regulations of the Companies Act )

The staff belonging to the Audit Division, an organization specializing in internal auditing of executive
offices, shall support the duties of the corporate auditors upon request of the corporate auditors. In this case,
the staff in the Audit Division shall give priority to following the orders and instructions of the corporate
auditors.

Directors shall report activities and audit results of the Audit Division to the corporate auditors at any time
at the request of the corporate auditors.

(7) Matters regarding the independence of employees in item (6) above from directors
(Article 100, paragraph 3, item 2)
In the event the corporate auditors express opinions concerning personnel allocation/reassignment within
the Audit Division, the director in charge, to the best of his ability, shall take into consideration the opinion of

the Corporate Auditors.

(8) The following systems and the system for reporting to corporate auditors

(Article 100, paragraph 3, item 4)

a) System for reporting by directors and employees to corporate auditors

(Article 100, paragraph 3, item 4-a of the Enforcement Regulations of the Companies Act )

A director or employee shall immediately report to the board of auditors when they discover any incidence
that could potentially cause significant damage to the company, or upon discovery of a material fact in
violation of laws/regulations and/or the Articles of Incorporation.

Directors shall ensure corporate auditors are allowed to participate in managing directors meetings,
executive management meetings, business strategy management meetings, executive officer meetings, Risk
Management Committee and other important decision-making meetings and briefings and shall provide
information and documents pertaining to such meetings without particular restriction.

Corporate auditors may request a governing executive office to provide necessary reports at any time with
respect to any important management report or examination made independent of the aforementioned

meetings.

b) System for reporting to corporate auditors by directors and employees of subsidiaries or other
individuals that receive reports from directors and employees of subsidiaries

(Article 100, paragraph 3, item 4-b of the Enforcement Regulations of the Companies Act )

The directors and employees of subsidiaries or other individuals that receive reports from directors and
employees of subsidiaries shall immediately report to the board of auditors on any incidence that could
potentially cause significant damage to the company, or regarding actions by directors that are in serious

violation of laws/regulations and/or the Articles of Incorporation.
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(9) System to ensure that the individual doing the reporting in item (8) above is not subject to unfair
treatment

(Article 100, paragraph 3, item 5)

Fujikura and its group companies shall not unfairly treat individuals that reported incidents covered in item
(8) above.

(10) Matters related to the treatment of costs incurred in advance as a part of the execution of duties as a
corporate auditor and procedures for the repayment of such costs, and costs incurred and treatment of debt for
other relevant duties

(Article 100, paragraph 3, item 6 of the Enforcement Regulations of the Companies Act)

Fujikura sets a budget for the required cost of executing auditing duties based on an annual auditing plan.
In addition to this, the company shall immediately cover costs that are deemed to be reasonable and necessary,
or when payment is requested by a corporate auditor.

(11) Other systems to ensure efficient auditing by corporate auditors

(Article 100, paragraph 3, item 7 of the Enforcement Regulations of the Companies Act)

Corporate auditors shall regularly exchange opinions with the president and other top management, and can
request each executive office and each subsidiary and affiliate report on matters considered necessary for

auditing activities and other required matters related to the auditing environment.

2. Basic Views on Eliminating Anti-Social Forces

The Company defines as a basic policy in the “Fujikura Code of Conduct” that the Company will take a
resolute attitude against any undue claims and actions by antisocial forces or groups.

The Company makes every effort to keep its directors, executive officers and employees informed of this
basic policy.

In addition, the Company defines the department and personnel responsible for addressing issues related to
antisocial forces and facilitates cooperation with external specialized institutions, including consultations with
lawyers or other professional advisors and participation in the Federation on Special Organized Crimes within
Jurisdiction of the Tokyo Metropolitan Police Department for collecting information.
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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 to Corporate Governance System

The following is an overview of recently implemented measures aimed at enhancing corporate governance.

<Summary of Timely Disclosure System>

The Company formulated the “Internal Information Management Rules” and “Fujikura Risk Management
Rules” as internal rules and regulations, defined the management standards concerning the manner of
collection, communication and disclosure of material information within the Company, and organized a
structure whereby the Chief Information Officer (General Manager, Corporate Strategy Planning Division)
controls disclosure management in an appropriate manner. In particular, material facts that might arise
pertaining to the Company and any important matters that might require determination by the Company shall
be initially collected by the Chief Information Officer (General Manager, Corporate Strategy Planning
Division) in compliance with the internal rules and regulations. Then, the facts and matters that may have a
direct impact on the Company’s business performance will be managed by the Finance & Accounting
Division, and those other than the above will be handled by the Legal Department, for the purpose of making
disclosure in a timely and appropriate manner.

General Meeting of Shareholders

Appoint Appoint Appoint

Al Board of Auditors/Corporate Auditors &b— Board of Directors/Board Members

Cooperation

*Supewise "
ICooperation Audit él?p:rl\zlitsfe
= Managing Directors Meeting P
A Fverven BRSNS A Kiok Manas it
=  Segment S i Committee
2 3 Executive Officers i (including compliance)
_E’ Audit Division Audit *
T —> | o —————
g A > In-house Companies/Corporate Staff Divisions H
g . L — P —— i
---------------------- - i :
........................ [ Affiliated Companies ~-memmmnene e

Corporate Auditors (Board of Auditors)
Accounting Auditors
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