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B Fundamental Stance on Corporate Governance

We are working to develop organizational structures and poli-
cies for legal and ethical compliance, appropriate and prompt
decision-making, efficient business practices, and effective
auditing and supervisory functions.

To further improve the objectivity and transparency of our
management, we have adopted the “Company with a
Nominating Committee, etc.” management structure, thereby
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stepping up our effort to secure solid corporate governance.

Moreover, having adopted a Holding Company System in
April 2016, we are striving to enhance our corporate value
through the optimal allocation of management resources and
a robust corporate governance system encompassing the
entire Group.

(1) The Board of Directors and the Board of Executive

Officers etc.

The Board of Directors comprises twelve Directors (consisting
of eleven men and one woman), including five Outside
Directors. To supervise business execution undertaken by
Directors and Executive Officers, the Board of Directors gener-
ally meets once a month and holds additional special meetings
as necessary to discuss and make decisions on important busi-
ness execution and to receive reports from Executive Officers
on the status of their business execution on both a regular and
an as-needed basis. In addition, TEPCO Holdings has estab-
lished the Nominating Committee, Audit Committee, and
Compensation Committee in accordance with the stipulations
concerning a “Company with a Nominating Committee, etc.”
as set forth in Japan’s Companies Act.

Also, Executive Officers (consisting of fifteen men, includ-
ing one foreign national) execute business operations in accor-
dance with management policies formulated by the Board of
Directors. To ensure appropriate and prompt decision making
as well as efficient business operations, the Board of Executive
Officers Meeting, which generally convenes on a weekly basis,
and other formal bodies discuss significant corporate manage-
ment matters, including matters to be referred to the Board of
Directors. TEPCO Holdings has also set up cross-organizational
committees aimed at assisting the decision making of the
Board of Executive Officers.

In addition, TEPCO Holdings has appointed Corporate
Officers who bear responsibility for specific businesses and
execute operations accordingly.

(2) Nominating Committee

The Nominating Committee comprises seven Directors, includ-
ing four Outside Directors, and meets at least once a year to
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determine the content of proposals with regard to the election
and dismissal of Directors that are submitted to the
Shareholders Meeting. Although not included in the items to
be discussed by the Nominating Committee as set forth in the
Companies Act, the committee also discusses matters con-
cerning the selection and dismissal of Executive Officers and
other management personnel.

(3) Audit Committee
The Audit Committee, comprising three Directors, including
two Outside Directors, generally meets once a month and
holds additional special meetings as necessary to audit the
business execution of Directors and Executive Officers and to
prepare audit reports.

To ensure the stringency of audits, members of the Audit
Committee attend such important meetings as those of the
Board of Directors and the Board of Executive Officers and
receive reports from Directors and Executive Officers on the
status of their business execution. In addition, the Audit
Committee conducts on-site audits of the Headquarter and
other major bases of operations to ascertain the status of busi-
ness operations and assets. To support the Audit Committee,
TEPCO Holdings has appointed Audit Committee Aides while
establishing the Office of Audit Committee.

(4) Compensation Committee

The Compensation Committee consists of three Outside
Directors and meets at least once a year to prescribe the policy
on decisions on the content of the remuneration for individual
Directors and Executive Officers as well as to determine the
content of remuneration for individual Directors and Executive
Officers.

At its April 2006 meeting, the Board of Directors established a
set of guidelines for internal control systems under the theme
“Developing a Framework to Ensure Appropriate Operations,”
and revised said guidelines at its March 2016 meeting. Based
on these guidelines, TEPCO Holdings endeavors to establish,
apply, and from time to time evaluate and improve internal
control systems in order to ensure appropriate operations,
including thorough compliance with laws and other regula-
tions and more effective and efficient operations.

TEPCO Holdings also works to ensure the reliability of
financial reporting by applying appropriate systems and per-
forming evaluations that conform to “The System of Reporting
the Internal Control over Financial Reporting” under the
Financial Instruments and Exchange Act.

At the same time, TEPCO Holdings implements integrated
risk management encompassing its Group operations. With
each Group company reporting to and holding timely discus-
sions with TEPCO Holdings concerning important business
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matters, TEPCO Holdings ensures that it remains apprised of
management conditions at Group companies and is capable of
sharing and solving Group management issues. Furthermore,
TEPCO Holdings is working to establish an overarching frame-
work of internal controls for the entire Group and supports
Group companies’ autonomous construction and operation of
controls that ensure appropriate operations.
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To confirm the status of various management activities, the
Internal Audit Office has been set up to spearhead internal
audits on both a regular and an as-needed basis. The results of
the principal internal audits are reported to the Board of
Executive Officers and other formal bodies, and, based on said
results, measures are taken as needed.

Directors and Executive Officers identify and evaluate risk asso-
ciated with the business activities of TEPCO Holdings and
Group companies on both a regular and an as-needed basis
and properly reflect such risk in the Business Management Plan
formulated for each fiscal year.

Concerning risk that might seriously affect corporate man-
agement, the Risk Management Committee chaired by the
Representative Executive Officer and President works to prevent
such risk from materializing. If the risk does materialize, the
committee quickly and appropriately deals with said risk in order
to ensure the impact on corporate management is minimal.

In particular, TEPCO Holdings has established the ”“Nuclear
Safety Oversight Office,” a department handling risk associat-
ed with nuclear power generation under the direct control of
the President. Drawing on the expertise of external specialists
working with the department, the Nuclear Safety Oversight
Office monitors the Company'’s initiatives to ensure the safety
of nuclear power generation—providing advice as needed—
and is directly involved in its decision making with regard to
this matter. In these ways, TEPCO Holdings is striving to ensure
the more stringent management of nuclear power-related risk.

l Remuneration Paid to Officers and Accounting Auditors

In accordance with stipulations concerning a “Company with a
Nominating Committee, etc” as set forth in the Companies Act,
TEPCO Holdings established, at its Compensation Committee,
its policy on decisions regarding the content of remuneration
for individual Directors and Executive Officers as follows:

The main duties of our Directors and Executive Officers are
1) to ensure that the Company’s responsibilities associated
with the nuclear accident at the Fukushima Daiichi Nuclear
Power Station are met; 2) to ensure the Company’s operations
are carried out at level of safety exceeding that of world-leading
utilities; and 3) to minimize burdens on Japanese people
through the maintenance of a stable electricity supply amid a
competitive environment and in light of the pursuit of greater
corporate value. Therefore, with regard to the determination
of remuneration paid to Directors and Executive Officers, the
committee adopted as basic policies the securing of excellent
human resources who are strongly committed to executing
these duties and are capable of taking the lead in carrying out
business operations and corporate reforms aimed at simulta-
neously realizing both “responsibility” and “competitiveness.”
These policies also aim to clarify the burden of responsibility for
success or failure and to enhance incentives for pursuing great-
er corporate performance and shareholder value.

In addition, remuneration systems for Directors and
Executive Officers are differently designed, as the former takes
on management supervision and the latter takes on business
execution. Director remuneration is not paid to those who
concurrently serve as a Director and an Executive Officer.

1) Remuneration paid to Directors

® Remuneration paid to Directors consists only of basic remu-
neration, which is determined taking into consideration
whether he/she is a full time or part time Director, the

committee to which he/she belongs and job description.

2) Remuneration paid to Executive Officers
* Remuneration paid to Executive Officers consists of basic
remuneration and performance-based remuneration.

Basic remuneration

Determined based on his/her specific rank, whether he/she
holds the right to represent the Company and his/her job
description.

Performance-based remuneration
Determined based on the Company’s operating results and
his/ her individual achievements.

3) Amount of remuneration paid

* When determining the amount of remuneration to be paid
to Directors and Executive Officers, TEPCO Holdings takes
into consideration its management environment, the remu-
neration paid by other companies, and the current salaries of
employees, with the aim of setting remuneration at levels
commensurate with their abilities and responsibilities

Remuneration paid during fiscal 2015 to the Directors,
Executive Officers, and Accounting Auditor who served TEPCO
Holdings and its consolidated subsidiaries are as follows:

Remuneration for Directors and Executive Officers
(Millions of Yen)
Directors (8) 78

Executive Officers (20) 356

Remuneration for Accounting Auditor
(Millions of Yen)

For auditing and certification services 219
Other services 26
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M Initiatives Aimed at Ensuring Compliance with Corporate Ethics

TEPCO’s three key initiatives to ensure that its business operations are strictly in compliance with corporate ethics

OWIEYO7-WH Clarifying directions and standards regarding corporate ethics

TEPCO Group Charter of Corporate Conduct

Corporate Ethics Code of Conduct

LWIEYO7-WHl Establishing a system for promoting ethical corporate activities

Consultation Desk for
Corporate Ethics

TEPCO Group
Corporate Ethics Committee

Corporate Ethics Group

Corporate ethics managers and officers appointed at each business unit

Initiative 3:

Climate of
active compliance

A

Implementing concrete corporate ethics activities

By

Mechanism of
ensuring compliance

¥
7

Monitoring

Framework for 6]
speaking out

[ TEPCO Group Charter of Corporate Conduct

A document that sets forth the TEPCO Group’s philosophy
regarding ideal corporate behavior and aimed at ensuring that
it fulfills its responsibilities as a good corporate citizen

Corporate Ethics Code of Conduct
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A set of ethical precepts intended to guide all actions taken by
directors, officers and employees in fulfilling their corporate
social responsibilities

: TEPCO Group Corporate Ethics Committee

A committee charged with formulating corporate ethics com-
pliance action policies for the TEPCO Group and spearheading
inspections on and countermeasures against corporate ethics
violation based on in-house rules

Chairman: President
Vice chairman: Managing executive officer
Members: External specialists (one lawyer, two academic

experts and one labor union leader)

< Climate of active compliance

Implementing corporate ethics education and training to raise
employee awareness while fostering a workplace environment
that encourages open and interactive communication

. Mechanism of ensuring compliance

Establishing and enforcing in-house rules aimed at ensuring
that our business operations are in compliance with corporate
ethics (e.g., the development of rules and manuals, the strict
management of documents and records and the implementa-
tion of vigorous audits and inspections on business execution)

g Framework for speaking out

Creating a framework that encourages every employee to
spontaneously speak out about work-related issues and prob-
lems while allowing workplaces to tackle these issues and
problems positively at the organizational level (enhancing
internal communication to ensure that no one hides or sup-
presses knowledge of issues of concern)



