


 In exercising voting rights for strategic-shareholdings, the Company exercises its voting rights based on a comprehensive 
assessment of the rationale for the agenda of the investee companies from the perspective of enhancing corporate value.  

 
Principle 1-7 Related party transactions  

 In the event of a competing transaction or conflict of interest between the Company's directors and the Company, such 
transaction shall be implemented upon resolution of the Board of Directors.  

 The Company shall annually provide a comprehensive report to the Board of Directors and complete other necessary 
procedures for transactions with related parties, including major shareholders, affiliated companies, and others that can be 
regarded as such.  

 Other details are disclosed in the Corporate Governance Guidelines 
(https://www.shofu.co.jp/contents/hp1987/index.php?No=1608&CNo=1987; Japanese only).  

 

・Supplementary Principle 2-4-1  

 The status of efforts to ensure diversity in the appointment of core personnel, etc. is described in Section III.3. “Other” of this 
report.  

 
Principle 2-6 Roles of corporate pension funds as asset owners  

 In order to ensure the proper management of the defined benefit corporate pension plan, the Company has established a 
Pension Committee consisting of personnel with the necessary knowledge, including those responsible for finance and investor 
relations, to monitor the status of investment management on a regular basis and implement other initiatives.  

 
Principle 3-1 Full disclosure  

・Principle 3-1(i)  

 The Group’s management philosophy (https://www.shofu.co.jp/contents/hp1998/index.php?No=1998&CNo=1998; Japanese 
only) and  

 The medium-term management plan (https://pdf.irpocket.com/C7979/RzLT/XcTK/PwkI.pdf) is explained at briefings held for 
individual investors and institutional investors and is also disclosed on the Company's website.  

 

・Principle 3-1(ii)  

 The Group’s basic corporate governance policy is disclosed in our Annual Securities Report 
(https://pdf.irpocket.com/C7979/CiMB/d2UT/BNRF.pdf) and in Section 1-1 "Basic Philosophy" of this report.  

 The Company has also established its Corporate Governance Guidelines 
(https://www.shofu.co.jp/contents/hp1987/index.php?No=1608&CNo=1987; Japanese only) as its basic policy.  

 

・Principle 3-1(iii)  

 The policies and procedures by which the Board of Directors determines the compensation of directors are described in Section 
II.1. “Directors’ Compensation”, “Disclosure of methods to determine compensation or compensation policies” of this report.  

 

・Principle 3-1(iv)  

 The selection and dismissal of directors are deliberated by the Nomination and Compensation Council in consultation with the 
Board of Directors, and decisions are made by the Board of Directors based on the recommendations of the Council, which is then 
submitted to the Ordinary Shareholders’ Meeting.  

 In determining candidates for the Board of Directors, consideration is given to the diversity of knowledge, experience, ability, 
and other aspects of the composition of the Board of Directors.  

 The selection and dismissal of senior management is recommended by the Representative Director & President, President 
Executive Officer in consultation with the Representative Director & Chairman and is decided by the Board of Directors based on 
the deliberations of the Nomination and Compensation Council and its report.  

 The selection of candidates for the Audit & Supervisory Board is made by the Board of Directors with the consent of the Audit 
& Supervisory Board, taking into consideration the diversity of the composition of the Audit & Supervisory Board in terms of 
knowledge, experience, ability, and other factors.  



 The policy for making decisions is described in the Corporate Governance Guidelines 
(https://www.shofu.co.jp/contents/hp1987/index.php?No=1608&CNo=1987; Japanese only).  

 

・Principle 3-1(v)  

 Previously, we disclosed the reasons for appointment only for outside directors (and other officers), and individual career 
histories for directors and auditors. However, starting from the 144th Ordinary Shareholders’ Meeting, we now include the 
reasons for appointment for each candidate in the director (and other officer) election proposals within the shareholders' meeting 
reference materials. Additionally, should any director be removed from office, we will disclose the reasons for such removal. 

 
 

・Supplementary Principle 3-1-3  

 With regard to our sustainability initiatives, we disclose our basic sustainability policy and materiality (key issues), as well as 
ESG information including investments in human capital and intellectual property, through our integrated report 
(https://pdf.irpocket.com/C7979/PDLX/ahAa/E4Fm.pdf) and website 
(https://www.shofu.co.jp/contents/hp2011/index.php?No=2043&CNo=2011; Japanese only).  

 To analyze the impact of climate change-related risks and opportunities on our business activities and revenues, we calculated 
our Group's CO2 emissions (Scope 1 and Scope 2) and conducted a scenario analysis based on the recommendations of the TCFD 
(Task Force on Climate-related Financial Disclosures), disclosing the information in January 2024 
(https://pdf.irpocket.com/C7979/ZoWa/aPxH/kBI2.pdf; Japanese only).  

 

・Supplementary Principle 4-1-1  

  Regarding the duties of management, the scope of operations of the departments under their supervision and management is 
defined in the aforementioned Authority Regulations, enabling clear determination of responsibilities.  

 The responsibilities of the management team are described in Part I Information on the Company, 4. Corporate Information, 4. 
Corporate governance (2) Status of directors (and other officers) of our Annual Securities Report.  

 The decisions of the Board of Directors include the ordinary shareholders’ meeting, personnel, organization, stocks, financing, 
calculations, business restructuring, internal control systems, and other important business operations (including those required by 
law).  

 
Principle 4-9 Independence standards and qualification for independent directors  

 At the company, we have established independence criteria tailored to our circumstances, as outlined in the Corporate 
Governance Guidelines.  

(https://www.shofu.co.jp/contents/hp1987/index.php?No=1608&CNo=1987; Japanese only). 
 

・Supplementary Principle 4-10-1  

The concept of independence, authority, and role of the Nomination and Compensation Council are described in the 
supplementary explanation of Status of establishment of voluntary committees, composition of members, and attributes of the 
chair in Section II.1. Organization structures and organizational operations, Directors of this report. 

 

・Supplementary Principles 4-11-1  

 At the 148th ordinary shareholders’ meeting held on June 24, 2020, the Company increased the number of directors from eight 
to nine with the aim of strengthening its management and corporate governance structure, and currently has nine directors, 
including four outside directors (of which three are independent outside directors).  

 The Company's Board of Directors has compiled its views on the balance of knowledge, experience, and abilities, diversity, 
and size of the Board of Directors as a whole, along with policies and procedures for the election of members of the board of 
directors, which are disclosed in the Company's Corporate Governance Guidelines 
(https://www.shofu.co.jp/contents/hp1987/index.php?No=1608&CNo=1987; Japanese only).  

 In addition, after identifying the skills and other attributes that the Company's board of directors should possess in light of its 
management strategy, a skills matrix listing the knowledge, experience, and abilities of each director is prepared and included in 
this report.  

 The independent outside directors (and outside auditors) include one person with management experience at other companies.  





















determining the amount of restricted stock compensation for individual directors, the Company's basic policy is to make decisions 
based on factors such as the abilities and responsibilities required of directors of the Company and their responsibilities for 
enhancing corporate value in the future. The number of shares to be allotted is determined for each position within the framework 
of a resolution of an Ordinary Shareholders' Meeting.  

 
The ratio of compensation for each type of director is determined through consultation with the Nomination and Compensation 

Council, considering the levels and composition ratios of other companies according to a survey by an external expert organization, 
and setting the composition so that the higher the position, the lower the weight of fixed compensation.  

In addition, the Nomination and Compensation Council is consulted on the draft of the determination policy, and the Board of 
Directors makes a resolution based on the content of the report.   

 
2) Matters concerning the policy for determining the details of compensation of auditors  

Compensation for auditors consists only of fixed compensation to ensure independence and objectivity from management. The 
level of compensation is commensurate with their roles. It is determined based on the standards of other companies through a 
survey by an external professional organization. The amount of compensation for each auditor is determined through discussions 
among the auditors.   

 
3) Matters concerning shareholders’ meeting resolutions on the compensation of directors and auditors  

 The total amount of compensation for directors, including bonuses, was resolved at the 153rd Ordinary Shareholders’ Meeting 
held on June 25, 2025 to be no more than ¥370 million per year (of which no more than ¥50 million for outside directors). As of the 
close of the said Ordinary Shareholders’ Meeting, the number of directors was nine.  

 In addition, as restricted stock compensation for directors with the aim of providing an incentive to continuously improve the 
Company's corporate value and to further promote value sharing between the subject directors and shareholders, it was resolved at 
the 153rd Ordinary Shareholders’ Meeting held on June 25, 2025 that the Company shall allot restricted stock to the Company's 
directors (excluding outside directors) in the amount of ¥70 million per year, separate from the total amount of directors' 
compensation mentioned above. As of the close of the said Ordinary Shareholders’ Meeting, the number of directors (excluding 
outside directors) was five.  

 The total amount of compensation for auditors was resolved at the 153rd Ordinary Shareholders’ Meeting held on June 25, 2025 
to be no more than ¥70 million per year. As of the close of the said Ordinary Shareholders’ Meeting, the number of auditors was 
four (including two outside auditors).  

 
4) Matters concerning delegation of authority to determine the details of compensation for directors and auditors  

At the Company, based on a resolution of the Board of Directors, authority is delegated to the Representative Director & 
Chairman, Noriyuki Negoro, who determines the specific content of the amount of compensation for individual directors.  

The content of the authority is to determine the amount of fixed compensation for each director and the amount of bonuses based 
on the performance of the business of each director in charge. The reason for delegating this authority is that the Representative 
Director & Chairman (or Representative Director & President and if the position of the Representative Director & Chairman is 
vacant; the same shall apply hereinafter) is the most appropriate person to evaluate the business of each director while keeping an 
overview of the performance of the Company as a whole.  

The Board of Directors consults the Nomination and Compensation Council about the compensation plan so that the 
Representative Director & Chairman can exercise the authority appropriately and takes measures such as exercising the authority 
based on the report. Since the compensation amount for each individual director has been determined through this procedure, the 
Board of Directors judges that the content is in line with the determination policy.  

As for the restricted stock compensation, the Board of Directors will resolve the number of shares to be allotted to each director.  

 
Support system for outside directors (outside auditors)  
 

 For outside directors, the General Affairs Department serves as the contact point, distributing meeting materials in advance and 
providing various communications and information as needed.  

 For outside auditors, we have established a system whereby meeting materials are distributed in advance, and various 
communications and information are provided as needed. Additionally, meetings of the Audit & Supervisory Board are held 
regularly, and full-time auditors provide necessary information to the outside auditors.  





The Audit & Supervisory Board holds regular meetings every month and extraordinary meetings as necessary to receive reports 
on important matters related to audits, hold discussions and make resolutions, and exchange opinions.  

In addition, the Group Audit & Supervisory Board consisting of the auditors each Group company is held at least twice a year, 
and each auditor collaborates to strengthen the audit function in order to optimize Group management.   

 Pursuant to Article 427, Paragraph 1 of the Companies Act, the Company stipulates in its Articles of Incorporation that it may 
enter into contracts with outside directors (and outside auditors) to limit their liability for damages as stipulated in Article 423, 
Paragraph 1 of the same law, and that the maximum amount of liability for damages under such contracts shall be the amount 
stipulated by law. Based on this provision, the Company has entered into liability limitation agreements with outside directors and 
outside auditors.  

 The Corporate Governance Meeting consists of Representative Director and independent outside directors. In order to ensure the 
Company’s sustainable growth and enhance its corporate value over the medium to long term, the Committee deliberates on 
management strategies and plans in response to consultation by the Representative Director & President, and reports to the Board of 
Directors.   

Council meets at least twice a year as an advisory body to the Board of Directors. The Nomination and Compensation Council 
consists of the representative directors and independent outside directors. The Board of Directors has determined that the majority 
of the members shall be independent outside directors, and that the chairperson shall be determined by mutual election of the 
independent outside directors. In order to strengthen the fairness, transparency and objectivity of the procedures for the nomination 
and compensation of directors, in response to inquiries from the Board of Directors, the Nomination and Compensation Council 
deliberates on matters such as the appointment and dismissal of directors, the appointment and dismissal of representative directors 
and directors with executive responsibilities, the compensation of directors, and succession planning (including training), and 
reports to the Board of Directors.   

  
The Management Committee consists of all executive officers President Executive Officer and below, all general managers, and 

all presidents of domestic subsidiaries, and meets once a month.  
In addition to communicating matters to be resolved by the Board of Directors and the Managing Executive Board, the 

Management Committee holds preliminary discussions among departments, expresses opinions on important matters, and 
exchanges opinions among members as necessary. However, the Management Committee does not have decision-making authority, 
and business execution is carried out by executive officers and general managers, who are the members of the Management 
Committee.   

 The Personnel Committee consists of line general managers (including executive officers), meets monthly to deliberate and 
discuss overall personnel policies, including personnel systems, human resources development, and utilization of human resources.  

 The Sustainability Committee consists of all executive officers President Executive Officer and below, all general managers, and 
the presidents of domestic subsidiaries, and meets twice a year in principle. The Sustainability Committee deliberates on the 
formulation of basic sustainability policies, strategies, and plans, as well as the setting of target indicators, and monitors the status 
of initiatives.   

 The Information Security Committee consists of all executive officers, President Executive Officer and below, all general 
managers, and all presidents of domestic subsidiaries, and meets once a year in principle. The Information Security Committee 
deliberates on information security, including the formulation of basic information security policies, strategies and plans, and the 
evaluation of the status of compliance with information security policies. Like the Management Committee, it does not have 
decision-making authority.  

 The Personnel Committee, Sustainability Committee, and Information Security Committee, like the Management Committee, do 
not have decision-making authority as committees.  

 For accounting audits, in addition to audits by auditors, the Company has entered into an audit contract with Ernst & Young 
ShinNihon LLC. The certified public accountants and assistants who performed the audit are as follows.  

Certified public accountants engaged in the audit  
Engagement Partners: Hideyuki Goto, Toru Fukutake  
Composition of assistants for audit services  
6 certified public accountants and 10 others  
 The selection of candidates for the Board of Directors is based on the candidates' performance, achievements, and abilities, and 

is decided by the Board of Directors after prior deliberation by the Managing Executive Board. The descriptions of compensation 
are determined within the range stipulated by resolution of an ordinary shareholders’ meeting. Compensation for each director is 
determined by the Representative Director & Chairman (or the Representative Director & President and if the position of 
Representative Director & Chairman is vacant), who is authorized by the Board of Directors, and compensation for each auditor is 
determined through discussions among the auditors. In determining the amount of compensation, the Company takes into 













(4) Systems to ensure the efficient execution of duties by directors and executive officers  
 The Company shall hold a regular meeting of the Board of Directors once a month to make decisions on important matters and 

supervise the status of business execution by directors.  
In order to strengthen corporate governance, the Company has established the Corporate Governance Meeting to discuss 

management strategies and plans, etc., and the Nomination and Compensation Council, an advisory body to the Board of Directors, 
deliberates on matters such as the appointment and dismissal of directors, compensation, and succession planning, thereby ensuring 
fairness, transparency, and objectivity.  

Directors shall properly execute their duties in accordance with laws and regulations and the Articles of Incorporation, as well as 
the decision-making authority stipulated in the “Regulations of the Board of Directors,” the “Regulations of the Managing 
Executive Board,” and the “Administrative Authority Regulations” with respect to important matters.  

In addition, the Company has introduced an executive officer in charge system and an executive officer system in order to ensure 
efficient execution of duties through prompt decision-making. Under the guidance and supervision of the Board of Directors and 
executive officers in charge, executive officers execute their duties by exercising the authority delegated to them.  

In addition, the Company has established the Managing Executive Board, consisting of executive officers of managing executive 
officer level or higher and directors with responsibilities. The Managing Executive Board shall examine matters to be submitted to 
the Board of Directors, make decisions on matters entrusted by the Board of Directors, and other important matters such as strategic 
matters concerning management. The Managing Executive Board shall also consider, draft and manage the execution of important 
management issues such as medium-to long-term management plans and annual management plans, in  

-52-  
order to facilitate business activities and improve management efficiency.  
Decisions on the execution of the duties described above shall be made by means in accordance with the “Regulations of 

Approval Process”.   
 

(5) Systems to ensure proper and appropriate corporate operations of the Company and its group companies  
In order to enhance the corporate value and management efficiency of the Group as a whole and fulfill its social responsibility, 

the Company has established the "Affiliated Company Management Regulations," under which the parent company and its 
subsidiaries provide instructions and orders, maintain close cooperation, provide management and guidance, and ensure the 
appropriateness of operations as a corporate group. These shall be supervised by the Corporate Planning Department.  

In addition, the "SHOFU Group Code of Conduct" will be applied to the Company and all of its subsidiaries in Japan and 
overseas to strengthen the compliance system of the entire Group.  

The Company and its subsidiaries shall ensure the appropriate operation of the establishment, evaluation and reporting of the 
"Internal Control of Financial Reporting" system as stipulated in the Financial Instruments and Exchange Act.  

 In addition, for subsidiaries, the Internal Audit Department of the Company shall conduct internal audits, and the auditors shall 
conduct audits. Each subsidiary shall regularly report to the Company on the status of its business execution and financial 
conditions, etc. 

 
(6) Matters related to employees assigned to assist auditors in the execution of their duties and matters related to the independence 
of such employees from directors  

When an auditor requests the assignment of an employee to assist with his / her duties, the assignment shall be delegated to an 
employee designated by the auditor. The performance evaluation of such employees shall be carried out with the consent of the 
Audit & Supervisory Board. Any transfer of such employees shall be subject to the consent of the Audit & Supervisory Board.  

 
(7) Systems for directors, executive officers and employees reporting to auditors, other systems for reporting to auditors, and other 
systems for ensuring effective audits by auditors  

Directors shall report the status of the execution of duties to the Audit & Supervisory Board. In addition, auditors may attend 
meetings of the Board of Directors and other important meetings, and request reports from directors, executive officers and 
employees as necessary. Furthermore, the auditors shall conduct audits by investigating related departments and Group companies 
and confirming approval documents for important matters, and receive reports from directors, employees, etc. of subsidiaries as 
necessary. Directors, executive officers and employees shall report to the Audit & Supervisory Board in the event of matters that 
may cause significant damage to the Company. The Board of Directors shall establish a system whereby a person who has made a 
report to an Audit & Supervisory Board Member is not treated disadvantageously on the grounds of making such report. The Audit 
& Supervisory Board Members shall receive explanations from the accounting auditor of the Company regarding the contents of the 
Accounting Audit and exchange information with the Accounting Auditor.  





(2) Overview of special initiatives to effectively utilize the Company’s assets, form an appropriate corporate group, and otherwise 
realize the basic policy on corporate control  

The Company is committed to enhancing medium- to long-term corporate value by upholding our corporate philosophy of 
'contribution to dentistry through innovative business activities' and adhering to the guiding principles of 'emphasizing quality while 
expanding quantity' and 'embracing challenges brought by change.' In addition, the Group is striving to improve business 
performance by significantly shifting the allocation of management resources overseas and focusing on the expansion of our 
overseas business. At the same time, we are working to strengthen our corporate governance framework, thereby aiming to enhance 
corporate value and, ultimately, the common interests of shareholders.  

 
(3) Overview of measures to prevent decisions on the Company's financial and business policies from being controlled by 
inappropriate parties in light of the basic policy regarding control of company  

The Company is committed to securing and enhancing our corporate value, and consequently, the common interests of 
shareholders over the medium to long term. In the event that any party conducts or seeks to conduct a large-scale purchase of our 
shares, we will, in accordance with the 'Guidelines for Corporate Takeovers' (Ministry of Economy, Trade and Industry, August 31, 
2023), require the provision of all necessary and sufficient information to enable our shareholders to make an appropriate decision 
regarding the propriety of such large-scale purchase. In addition, we will disclose the opinions and other relevant statements of our 
Board of Directors and strive to ensure that our shareholders have the necessary time and information to consider the matter. We 
will take appropriate measures within the scope permitted by the Financial Instruments and Exchange Act, the Companies Act, and 
other relevant laws and regulations.  

 
(4) Decisions by the Board of Directors of the Company regarding specific measures and reasons for such decisions  

The initiatives described in (2) are specific measures aimed at enhancing the Company's medium- to long-term corporate value 
and, by extension, the common interests of shareholders, and they contribute to the realization of our basic policy. Furthermore, the 
initiatives described in (3) are intended to ensure that shareholders have sufficient information and time for consideration in order to 
decide whether or not to respond to large-scale purchase actions, thereby securing the common interests of shareholders. 
Accordingly, the above initiatives are consistent with the Company's basic policy, do not impair the common interests of 
shareholders, and are not intended to maintain the positions of officers.  
 

2. Other matters regarding corporate governance systems, etc.  
By disclosing various corporate information in a timely, appropriate and proactive manner, the Company intends to enhance the 

checking function from the outside, including shareholders, and enhance the transparency of management.   
 By disclosing various types of corporate information in a timely, appropriate, and proactive manner, we aim to further enhance 

external oversight functions from shareholders and other stakeholders, thereby increasing management transparency. The Company 
ensures that important information within the Group is consolidated into one of the following departments: the Corporate Planning 
Department, the Finance Department, or the General Affairs Department. Accordingly, whenever any of these three departments 
obtains material information that may be subject to timely disclosure, the department in charge of disclosure discusses the matter, 
reports it to the person responsible for information handling and the representative director, and determines the appropriate 
response.  

 







Directors' skill matrix 
■Knowledge and experience particularly expected by the Company for each director 
 

 Corporate 
management 

Production, 
technology 

& R&D 

Sales & 
Marketing Global 

Finance, 
Accounting   
& Human 
Resources 

Governance, 
Compliance,   

and Risk 
Management 

Qualifications, etc. 

Directors 

Noriyuki Negoro ◎ ◎ ◎     ◎   

Tetsuo Takami ◎   ◎     ◎   

Takahiro Umeda ◎       ◎ ◎   

Fumitaka Yamazaki ◎ ◎     ◎     

Shuji Sonoi ◎ ◎   ◎       

Outside 
Directors 

Kiichi Suzuki ◎ ◎   ◎   ◎ 
・Experienced 
manager of a listed 
company 

Daizo Nishimura         ◎ ◎ 
・Certified  accountant  

・Tax accountant 

Junko Yaguchi ◎       ◎ ◎ 
・Experienced 
manager of a listed 
company 

Kaori Matsue ◎ ◎       ◎   

※ The above table does not show all of the skills held by each director. 
※ Activities as a director are not limited to the items marked ◎. 
 


