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(Translation) 

May 13, 2019  

To whom it may concern:  

  

Company Name: Kyushu Railway Company 

Name of Representative: Toshihiko Aoyagi, President and CEO  

Securities Code: 9142  

Tokyo Stock Exchange (First Section) and Fukuoka Stock Exchange 

Inquiries: Public Relations Department 

Tel.: +81-92-474-2541 

 

Notice Regarding Opinions of Kyushu Railway Company’s Board of Directors on Shareholder Proposals 

 

Kyushu Railway Company (“JR Kyushu”) received the letter (the “Shareholder Proposals Letter”) from 

Fir Tree Capital Management L.P. as representative of a certain shareholder of JR Kyushu (the “Proposing 

Shareholder”) requesting that the following proposals (the “Shareholder Proposals”) be added to the 

agenda at JR Kyushu’s 32nd general meeting of shareholders to be held on June 21, 2019 (the “General 

Meeting of Shareholders”). JR Kyushu hereby gives notice that, at a meeting of JR Kyushu’s Board of 

Directors held today, it has resolved to oppose the Shareholder’s Proposals. 

 

I．Content of and Reasons for the Shareholder Proposals 

1. Agenda Items 

(1) Implementation of a Share Buyback 

(2) Amendments to a Portion of the Articles of Incorporation (Change to a Company with a Three 

Committees Structure) 

(3) Election of Three (3) Directors to the Board 

(4) Election of Three (3) Directors to the Board (Excluding Audit and Supervisory Committee 

Members) 

(5) Revision of Compensation Amounts for Directors (Excluding Audit and Supervisory 

Committee Members) and Introduction of Restricted Stock Compensation  

(6) Revision of Compensation Amounts for Outside Directors 

2. Summary of the Agenda Items and Reasons for the Proposal 

Please refer to Appendix. Appendix sets out the relevant part of the original text of the 

Shareholder’s Proposals Letter. 

 

(Note) Each of the Shareholder Proposals will be referred to as follows: the shareholder proposal 

for Agenda Item 1(1) above as “the Shareholder Proposal to Conduct a Share Buyback”; the 

shareholder proposal for Agenda Item 1(2) above as “the Shareholder Proposal to Amend the 
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Articles of Incorporation”; the shareholder proposal for Agenda Item 1(3) above as “the 

Shareholder Proposal (i) to Elect Directors”; the shareholder proposal for Agenda Item 1(4) 

above as “the Shareholder Proposal (ii) to Elect Directors”; the shareholder proposal for Agenda 

Item 1(5) above as “the Shareholder Proposal to Introduce Restricted Stock Compensation”; and 

the shareholder proposal for Agenda Item 1(6) above as “the Shareholder Proposal to Revise 

Compensation Amounts.” 

 

II. Opinions of JR Kyushu’s Board of Directors regarding the Shareholder Proposals 

1. The Shareholder Proposal to Conduct a Share Buyback 

(1) Summary of the Shareholder Proposal to Conduct a Share Buyback 

The Shareholder Proposal to Conduct a Share Buyback is a proposal for JR Kyushu to acquire 

16,000,000 shares of JR Kyushu’s common stock for cash up to a total of ¥72 billion within 1 

year from the close of the General Meeting of Shareholders in accordance with Article 156, 

Paragraph 1 of the Companies Act of Japan. 

(2) Opinion of JR Kyushu’s Board of Directors 

 The Board of Directors opposes the Shareholder Proposal to Conduct a Share Buyback. 

(3) Reasons for Opposition 

The Shareholder Proposal to Conduct a Share Buyback proposes a large buyback equivalent to 

10% of JR Kyushu’s outstanding shares. JR Kyushu opposes it for the following reasons. 

In challenging business environment, the JR Kyushu Group, whose main business area is 

Kyushu, has conducted businesses such as the railway business and development in areas around 

stations, as typified by Seven Stars in Kyushu and JR HAKATA CITY, since its establishment 

upon Japan National Railway’s breakup and privatization, and has contributed to the 

revitalization of local societies through its development and earned trust from local people, and 

went public in 2016.  The JR Kyushu Group, as a corporate group that provides mobility 

services in Kyushu, will continue to enhance the corporate value by fulfilling its social role. 

On the other hand, as shown in the JR Kyushu Group Medium-Term Business Plan 2019–

2021 released on March 19, 2019, operating income is expected to decline during the three-year 

term of the plan due to higher expenses resulting from the end of special tax measures, higher 

depreciation expenses in the railway business, etc. In response to a rapid change in the business 

environment such as population decline, the JR Kyushu Group needs to create sustainable 

mobility services centering on railways in Kyushu that are the source of JR Kyushu’s corporate 

value, and needs funds for growth investment in addition to funds for maintenance and upgrade 

investment (including safety investment) in the transportation segment. Further, to boost the JR 

Kyushu Group’s medium- and long-term corporate value, funds are needed for investment in 

future growth and for maintenance and upgrade investment in existing station buildings, etc., 

such as the development of the space above the tracks at Hakata Station and the area around 

Nagasaki Station, as well as the development of the area around Kumamoto Station and the west 
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entrance of Miyazaki Station in the real estate and hotels segment. 

For the time being, capital expenditure (growth investment, maintenance and upgrade 

investment, safety investment) in excess of the current consolidated operating cash flow will be 

needed to maintain and develop the source of the JR Kyushu Group’s corporate value and 

improve the medium- and long-term corporate value. JR Kyushu will move ahead with this 

strategy. 

More specifically, JR Kyushu plans total capital expenditure of ¥340 billion, comprising 

growth investment of ¥210 billion, and maintenance and upgrade investment of ¥130 billion 

(including ¥70 billion of safety investment) over the three-year period of the plan. JR Kyushu 

forecasts consolidated operating cash flow of ¥220 billion over the same period and plans to 

carry out maintenance and upgrade investment, a portion of the growth investment, and pay 

shareholder returns from this amount, and to draw on debt capacity (corporate bonds and 

borrowing) for the remaining growth investment. 

JR Kyushu needs to maintain financial soundness in order to realize medium- and long-term 

growth through these investments while at the same time appropriately fulfilling the JR Kyushu 

Group’s social role by handling the risks of population decline and intensified natural disasters 

such as earthquakes and torrential rain, etc. in Kyushu in an agile and flexible manner. On the 

other hand, the Shareholder Proposal to Conduct a Share Buyback is the proposal to use 

large-scale debt financing to implement the share buyback, and it ignores financial soundness 

and is aimed solely at short-term shareholder returns, which would weaken JR Kyushu’s ability 

to respond to the business risks, damage the JR Kyushu Group’s trust among local societies and 

consequently the very source of its corporate value, and sacrifice future growth. For these 

reasons, the Board believes the Shareholder Proposal to Conduct a Share Buyback damages the 

JR Kyushu Group’s medium- and long-term corporate value and it is severely flawed. 

JR Kyushu is also aware of the importance of shareholder returns, and as shown in the JR 

Kyushu Group Medium-Term Business Plan, JR Kyushu made a firm commitment to stable 

shareholder returns over the long term, even during periods of falling operating profit, by raising 

its payout ratio from its current dividend payout ratio of 30% to a total payout ratio of 35% and 

by implementing share buybacks depending on circumstances. On the other hand, the total 

payout ratio of 50% in the Shareholder Proposal to Conduct a Share Buyback is inappropriate for 

the JR Kyushu Group that is aiming to realize medium- and long-term growth by exploiting 

investment opportunities flexibly even during periods of falling operating profit and drawing on 

debt capacity (corporate bonds and borrowing). 

(4) Supplementary Explanation of Reason for Opposition 

(i) Unique Circumstances to JR Kyushu due to Japan National Railway’s Breakup and 

Privatization and Full Privatization 

      Because JR Kyushu expected its railway business to make a loss when Japan National 

Railway was privatized in April 1987, a management stabilization fund (¥387.7 billion) was 
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set up, and its investment returns had been used to cover JR Kyushu’s operating losses and for 

capital expenditures in the railway business each year. As the management stabilization fund 

was terminated at the end of FY2015 prior to public listing and used for Shinkansen lease fees 

and debt repayment, etc., investment returns on the fund became no longer booked and JR 

Kyushu therefore booked an impairment loss for railway business fixed assets (approximately 

¥520 billion). 

(ii) Importance of Growth Investment for Stable Generation of Profit and Cash  

The impact of the FY2015 impairment loss on railway business fixed assets (including a fall 

in depreciation expenses, etc.) is reflected in the profitability of JR Kyushu’s railway business, 

and higher expenses (including higher depreciation expenses for maintenance and upgrade 

investment, etc.) are expected for the time being. 

Stable profits and cash flow are necessary for the JR Kyushu Group to maintain the railway 

business that is central to the mobility services as the JR Kyushu Group’s social role by 

appropriately handling the risks from population decline and natural disasters, etc. while 

ensuring safety and increasing efficiency. JR Kyushu considers that it is essential for the 

sustained growth and raising the medium- and long-term corporate value of JR Kyushu to 

maintain financial discipline and implementing growth investment steadily in order to 

generate the stable profits and cash, thereby preparing for the establishment of the business 

foundations for the 2030 Long-Term Vision of mobility services in Kyushu. 

      

2. The Shareholder Proposal to Amend the Articles of Incorporation 

(1) Summary of the Shareholder Proposal to Amend the Articles of Incorporation 

The Shareholder Proposal to Amend the Articles of Incorporation is a proposal to amend a 

portion of the current Articles of Incorporation in order to transition to a company with a three 

committees structure.  

(2) Opinion of JR Kyushu’s Board of Directors 

The Board of Directors opposes the Shareholder Proposal to Amend the Articles of 

Incorporation. 

(3) Reason for Opposition  

With approval by the general meeting of shareholders held in 2018, JR Kyushu transitioned to 

a company with an audit and supervisory committee structure with the objectives of (1) further 

enhancing corporate governance by strengthening the audit and supervisory functions of the 

Board of Directors, which includes Audit and Supervisory Committee members with voting 

rights, and (2) further increasing corporate value by realizing quicker and more efficient 

corporate management through the delegation to individual directors of a part of decisions of 

execution of important operations.  

In addition to transitioning to a company with an audit and supervisory committee structure, 

JR Kyushu has adopted an executive officer system with the objective of improving business 
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performance by reinforcing JR Kyushu’s competitiveness through the appointment of personnel 

who excel at business execution to the position of executive officer and the establishment of a 

functional and strategic management system which is able to respond appropriately and promptly 

to rapid changes in the business environment as a result of the separation of management 

decision-making and oversight functions from business execution functions through the 

clarification of business execution compartments.  

There is no single absolutely correct answer as to a company’s corporate structure and the 

adoption of a company with a three committees structure is not always the best solution. JR 

Kyushu decided to transition to a company with an audit and supervisory committee structure in 

recognition of the need for sweeping changes to the number and composition of directors based 

on the opinions of shareholders and the outcome of analysis and evaluation of the effectiveness 

of the Board of Directors. Deliberation by the Board of Directors led to the conclusion that an 

organizational structure with a company with an audit and supervisory committee structure and 

an executive officer system was the best solution in light of the business environment currently 

surrounding JR Kyushu.  

In addition, in March 2019, JR Kyushu replaced the Compensation Advisory Committee with 

the Nomination and Compensation Advisory Committee comprising six outside directors and 

one inside director, chaired by an outside director, with the objectives of improving the 

objectivity and transparency of procedures for nominating and compensating board members and 

further strengthening corporate governance.  

After transitioning to a company with an audit and supervisory committee structure and 

instituting an executive officer system at the end of June 2018, JR Kyushu has continued to make 

improvements, such as strengthening management of business segments, in addition to 

establishing the Nomination and Compensation Advisory Committee, in order to further enhance 

functionality and transparency in corporate governance. JR Kyushu thus believes that a company 

with an audit and supervisory committee structure is the best to strengthen corporate governance. 

At this stage, only one year after transitioning to a company with an audit and supervisory 

committee structure, with various measures already underway, JR Kyushu believes it would be 

inefficient to transition from this structure to a company with a three committees structure, as it 

could lead to confusion in management and is not realistic at all. At this time, JR Kyushu 

believes it is more important to examine the effect of improvement measures already underway, 

including the transition to a company with an audit and supervisory committee structure. For 

these reasons, JR Kyushu has decided it would be improper to transition to a company with a 

three committees structure.  

 

3. Shareholder Proposals (i) and (ii) to Elect Directors (hereinafter, “Shareholder Proposals to Elect 

Directors” refers to both these proposals) 

(1) Summary of Shareholder Proposals to Elect Directors 
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The Shareholder Proposal (i) to Elect Directors is a proposal to elect the following three 

candidates as directors, on the condition that the Shareholder Proposal to Amend the Articles of 

Incorporation is approved.  

 

Candidate No. Name 

1 Toshiya Justin Kuroda 

2 Keigo Kuroda 

3 J. Michael. Owen  

 

The Shareholder Proposal (ii) to Elect Directors is a proposal to elect the following three 

candidates as directors (excluding Audit and Supervisory Committee members), on the condition 

that the Shareholder Proposal to Amend the Articles of Incorporation is rejected.  

 

Candidate No. Name 

1 Toshiya Justin Kuroda 

2 Keigo Kuroda 

3 J. Michael. Owen  

 

(2) Opinion of JR Kyushu’s Board of Directors 

 The Board of Directors opposes the Shareholder Proposals to Elect Directors. 

(3) Reason for Opposition 

JR Kyushu has realized quicker and more efficient corporate management through the 

delegation to individual directors of a part of decisions of execution of important operations, in 

addition to its reinforcement of the audit and supervisory functions of the Board of Directors, 

following shareholders’ approval to transition to a company with an audit and supervisory 

committee structure at the general meeting of shareholders held in 2018.  

The Board of Directors currently consists of nine directors who are not members of the Audit 

and Supervisory Committee and four directors who are members of the Audit and Supervisory 

Committee and three directors in each group, for a total of six directors, are independent outside 

directors (the outside director ratio: 46%). This composition ensures strong supervisory functions 

on the Board of Directors. Diversity on the Board of Directors has also been strengthened with 

15% of the female director ratio.  

The JR Kyushu Group Medium-Term Business Plan 2019-2021, released on March 19, 2019, 

places an emphasis on strengthening earnings capabilities in the real estate business, which 

strategically aims to develop local communities, alongside the core railway business. In this 

context, JR Kyushu believes it is essential to properly allocate management resources to form a 

strategic business portfolio. In addition, JR Kyushu has decided that it is necessary to strengthen 

finances and governance in support of these goals. Accordingly, while clarifying the position of 
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Chief Financial Officer (CFO) as an inside director, JR Kyushu newly proposes the election of 

the following two candidates, who have extensive experience and deep insight in the fields of 

real estate, finances and investor relations, as outside directors. 

 

 (Names and brief biographies of candidates proposed by JR Kyushu) 

Candidate 

number 
Name 

（birthdate） 

Brief biography, position, area of responsibility, and other 

important concurrent positions 

Number of 

JR 

Kyushu’s 

shares 

owned 

1 

* 

Toshihide Ichikawa 

 

(September 27, 1954) 

April 1977 Joined Mitsui Fudosan Co., Ltd. 

April 2003 (Id.) General Manager of Roppongi Project 

Promotion Department 

April 2005 (Id.) Executive Officer, General Manager of 

Roppongi Project Promotion Department 

August 2005 (Id.) Executive Officer, General Manager of 

Tokyo Midtown Business Department 

April 2008 (Id.) Managing Executive Officer, General 

Manager of Tokyo Midtown Business 

Department 

April 2009 (Id.) Managing Executive Officer, Director 

General of Accommodation Business 

Headquarter 

June 2011 (Id.) Managing Director, Managing 

Executive Officer, Director General of 

Accommodation Business Headquarter 

April 2013 (Id.) Director 

April 2013 Advisor to Mitsui Home Co., Ltd. 

June 2013 Special advisor to Mitsui Fudosan Co., Ltd. 

June 2013 Representative Director and President, 

Executive Officer of Mitsui Home Co., Ltd. 

October 2018 Group Senior Executive Officer of Mitsui 

Fudosan Co., Ltd. 

April 2019 (Id.) Advisor (current position) 

April 2019 Permanent Advisor to Mitsui Home Co., 

Ltd. (current position) 

(Important Concurrent Positions) 

Advisor to Mitsui Fudosan Co., Ltd. 

Permanent Advisor to Mitsui Home Co., Ltd. 

Chairman of Japan 2x4 Home Builders Association 

Vice Chairman of Japan Federation of Housing 

Organizations  

－ 

(Reason for nomination as an outside director candidate) 

Mr. Toshihide Ichikawa has extensive knowledge and experience in real estate and housing businesses, 

having worked in the housing development and building business at Mitsui Fudosan Co., Ltd. while 

building a track record in the community development business through the Tokyo Midtown project. He 

served as a director of Mitsui Fudosan Co., Ltd., the largest real estate developers in Japan, and also as 

representative director and president, executive officer of Mitsui Home Co., Ltd. JR Kyushu expects that 

the experience and insight he has gained throughout his career as a specialist in real estate and 

management, especially his advanced skills and know-how in real estate projects of similar scale and 

complexity as the urban development projects that the JR Kyushu Group intends to undertake, will be 

instrumental in management oversight and checking functions. He is thus nominated as a candidate for 

outside director of JR Kyushu.  

 

(Special conflicts of interest) 

There are no special conflicts of interest between Mr. Toshihide Ichikawa and JR Kyushu. 
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2 

* 

Shinji Asatsuma 

(February 2, 1961) 

April 1984 Joined Kansai Paint Co., Ltd. 

April 2012 (Id.) Executive Officer, General Manager of 

Corporate Planning Office 

April 2015 (Id.) Managing Executive Officer, Director 

General of International Headquarter 

June 2016 (Id.) Director, Managing Executive Officer, 

Director General of Administration 

Headquarter 

April 2017 (Id.) Director, Managing Executive Officer, 

General Manager of Administration 

Division, Director General of Corporate 

Administration Headquarter of Corporate 

Department 

April 2018 (Id.) Director, Managing Executive Officer 

in charge of Management, Corporate 

Planning and Human Resources Planning, 

Director General of Administration 

Headquarter 

April 2019 (Id.) Director (scheduled to retire on June 

27, 2019)  

－ 

(Reason for nomination as an outside director candidate) 

Mr. Shinji Asatsuma has a wealth of knowledge and insight related to financial affairs and accounting, 

having worked in mainly managerial roles at Kansai Paint Co., Ltd. While at Kansai Paint Co., Ltd., he 

engaged in formulation and implementation of the medium-term management plan as General Manager of 

the Corporate Planning Office, and he successfully promoted globalization as Director General of the 

International Headquarter. He was also in charge of investor relations activities, where he disseminated 

information to shareholders and investors and helped to improve corporate value. At the same time, he has 

been involved in management as a director. JR Kyushu expects that the experience and insight he has 

gained throughout his career as a specialist in financial affairs, investor relations, and management will be 

instrumental in management oversight and checking functions. He is thus nominated as a candidate for 

outside director of JR Kyushu.  

(Special conflicts of interest) 

There are no special conflicts of interest between Mr. Shinji Asatsuma and JR Kyushu. 

 

Regarding the JR Kyushu’s proposal concerning candidates for outside director, the 

Nomination and Compensation Advisory Committee (seven members comprising one internal 

director and six independent outside directors) has examined and deliberated qualifications, 

experience and specialties of multiple candidates, including the three candidates in the 

Shareholder Proposal to Elect Directors, on multiple occasions, and reported to the Board of 

Directors. JR Kyushu’s Board of Directors has considered the report and decided to nominate the 

aforementioned two new candidates for the position of outside director.  

If both candidates were to join JR Kyushu’s Board of Directors, JR Kyushu is confident they 

would help JR Kyushu sustain growth and improve corporate value over the medium and long 

terms by contributing to deliberations on real estate investments, management structures for 

investment real estate, proper allocation of management resources including for appropriate 

M&A strategies, and fund-raising strategies.  

At the General Meeting of Shareholders, JR Kyushu is submitting a proposal for 11 candidates 

for the position of director (excluding Audit and Supervisory Committee members) and a 

proposal for one candidate for a director who is a member of the Audit and Supervisory 
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Committee to replace the current director who will resign. If all candidates are elected at the 

General Meeting of Shareholders, JR Kyushu’s Board of Directors will have the following 

composition. 

 

Directors who are not 

members of the Audit and 

Supervisory Committee 

11 Including five independent outside directors 

Including one female director 

Directors who are members 

of the Audit and 

Supervisory Committee 

4 Including three independent outside directors 

Total members 15 Including eight independent outside directors 

Including one female director 

(independent outside director ratio: 53%, 

female director ratio: 6%) 

 

With this new Board of Directors, independent outside directors will form a majority, which 

will enhance transparency and integrity on the Board of Directors. In addition, two experienced 

corporate managers with expertise in real estate, finance, and investor relations will be newly 

added to the roster of outside directors, which has comprised one specialist each in the law and 

police administration, as well as four experienced corporate managers in the fields of regional 

economic development, tourism and financial affairs. JR Kyushu is confident that this will allow 

for the creation of an optimal management structure that is diverse and highly effective for the 

achievement of targets in its medium-term business plan.  

Moreover, the addition of internal and outside directors with extensive experience in financial 

affairs and investor relations should help JR Kyushu achieve sustained growth and improvement 

in corporate value over the medium and long terms through communications with shareholders 

and investors.  

JR Kyushu’s Articles of Incorporation allows up to 12 directors who are not members of the 

Audit and Supervisory Committee, and the total number of candidates in JR Kyushu’s proposal 

is one less than this maximum number. JR Kyushu believes this is the best composition in terms 

of the skill set and size of the Board of Directors, as well as of avoiding entrenchment.  

Taking the above into consideration, JR Kyushu believes that the candidates in its proposal are 

better suited to achieving the targets in its medium-term business plan, and sees no need to elect 

the three candidates in the Shareholder Proposal as outside directors.  

 

4. The Shareholder Proposal to Introduce Restricted Stock Compensation 

(1) Summary of the Shareholder Proposal to Introduce Restricted Stock Compensation 

The Shareholder Proposal to Introduce Restricted Stock Compensation is a proposal to grant 
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of restricted stock as a form of compensation up to ¥372 million each year (up to ¥300 million 

for executive directors and up to ¥72 million for outside directors) to executive directors and 

outside directors, on the condition that the Shareholder Proposal to Amend the Articles of 

Incorporation is rejected. This is in addition to the compensation of up to ¥420 million per year 

(up to ¥36 million for outside directors) payable to directors (excluding Audit and Supervisory 

Committee members), as was approved by the general meeting of shareholders held in 2018.  

(2) Opinion of JR Kyushu’s Board of Directors 

The Board of Directors opposes the Shareholder Proposal to Introduce Restricted Stock 

Compensation. 

(3) Reason for Opposition 

In its Medium-Term Business Plan 2019–2021 released on March 19, 2019, JR Kyushu stated 

its intentions to change the executive compensation system as one of the measures to strengthen 

corporate governance, and it has decided to propose an agenda item for the General Meeting of 

Shareholders to introduce a performance-linked compensation system for directors (excluding 

outside directors and Audit and Supervisory Committee members) and senior executive officers 

(for details, please refer to the notice titled “Notice Regarding the Introduction of a 

Performance-Baseed Stock Compensation Plan” released today). 

The purposes of the introduction of the performance-baseed compensation are (i) to provide 

incentives for directors to increase JR Kyushu’s corporate value in a steady manner by clarifying 

the link between their compensation and JR Kyushu’s business performance and share price, and 

(ii) to further align their values with those of shareholders.  

Although the Proposing Shareholder proposed the introduction of a restricted stock 

compensation system for the same purpose, there are distinct differences in the schemes and 

eligible recipients.  

Regarding schemes, JR Kyushu’s proposal is premised on a performance-baseed stock 

compensation plan through a stock benefit trust, whereas the Proposing Shareholder’s proposal is 

premised on a restricted stock scheme. Restricted stocks are granted to directors during their 

office, and restrictions on the stocks are lifted after a certain period of time has passed.  The 

performance-baseed stock compensation plan in JR Kyushu’s proposal, on the other hand, 

assigns points based on the rank of the recipient and the achievement of the business 

performance targets designated in the medium-term business plan, etc. The number of shares to 

be granted is determined based on these points, which functions as an incentive to improve 

business performance. In addition, stocks will be granted to eligible recipients after their 

retirement based on the number of accumulated points, which functions as an incentive to 

increase the share price during their office.  

Regarding eligible recipients, JR Kyushu’s proposal defines eligible recipients as directors 

(excluding outside directors and Audit and Supervisory Committee members) and senior 

executive officers, whereas the Shareholder Proposal identifies recipients as directors, including 
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outside directors. JR Kyushu adopted an executive officer system upon the transition to a 

company with an audit and supervisory committee structure in 2018, thereby separating 

management decision-making and supervisory functions from business execution functions 

through the clarification of business execution compartments. Based on the report from the 

Nomination and Compensation Advisory Committee, JR Kyushu decided that it would be best to 

have clearly separate compensation systems for executing persons and supervising persons, and 

it thus decided to adopt a performance-baseed compensation system for inside directors who also 

serve as executive officers and for senior executive officers. JR Kyushu believes supervisory 

functions will be strengthened because incentives are provided to executing persons but not to 

outside directors and directors who are members of the Audit and Supervisory Committee (i.e., 

supervising persons).  

For the reasons above, JR Kyushu believes its proposal for a performance-baseed stock 

compensation scheme is better.  

 

(Comparison of stock-based compensation schemes in JR Kyushu’s proposal and in the Proposing 

Shareholder’s proposal) 

 JR Kyushu’s proposal Proposing Shareholder’s proposal 

Type Stock benefit trust Restricted stock  

Funds ¥600 million over three years 

(including ¥390 million for 

directors) 

¥372 million over one year (total for 

inside and outside directors) 

Maximum 

number of shares 

Up to 200,000 shares Not mentioned 

Period Trust period: three fiscal years 

(paid out on retirement) 

Two to five years, as determined by 

the Board of Directors 

Eligibility ・ Directors (excluding outside 

directors and Audit and Supervisory 

Committee members) 

・Senior Executive Officers 

・Directors (excluding Audit and 

Supervisory Committee members) 

 

Performance 

achievement 

requirements 

Yes Not mentioned 

 

5. The Shareholder Proposal to Revise Compensation Amounts 

(1) Summary of the Shareholder Proposal to Revise Compensation Amounts 

The Shareholder Proposal to Revise Compensation Amounts is a proposal to set the amount of 

compensations for directors (excluding Audit and Supervisory Committee members) at no more 

than ¥456 million per year (including no more than ¥72 million per year for outside directors), 
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on the condition that the Shareholder Proposal to Amend the Articles of Incorporation is rejected 

and the Shareholder Proposal (2) to Elect Directors is approved.  

(2) Opinion of JR Kyushu's Board of Directors 

The Board of Directors opposes the Shareholder Proposal to Revise Compensation 

Amounts. 

(3) Reason for Opposition 

The amount of compensations payable to JR Kyushu’s directors (excluding Audit and 

Supervisory Committee members, the same hereinafter as pertains to this JR Kyushu’s proposal) 

has been set as a maximum of ¥420 million per year (including ¥36 million for outside directors) 

as approved by the general meeting of shareholders held in 2018. Taking into consideration the 

addition of outside directors which aims at improving corporate governance, JR Kyushu plans to 

propose an agenda item for the General Meeting of Shareholders (i) to change the amount of 

compensations per year for outside directors to ¥60 million, while keeping unchanged the amount 

of compensations per year for directors who are not members of the Audit and Supervisory 

Committee at ¥420 million, and (ii) to delegate the decision as to specific amount of 

compensation and date of payment for individual directors to the Board of Directors. These 

amounts of compensations do not include the portion of employee’s salary for directors who 

concurrently serve as employees. 

For the reasons above, JR Kyushu’s proposal adequately covers the increase in the amount of 

compensations resulting from the increase in the number of outside directors who are not Audit 

and Supervisory Committee members, and JR Kyushu sees no need to approve the Shareholder 

Proposal to Revise Compensation Amounts.  

 

(Comparison of the maximum compensation amounts in JR Kyushu’s proposal and in the Proposing 

Shareholder’s proposal) 

  JR Kyushu’s proposal Proposing Shareholder’s proposal 

Total amount of 

compensations 

¥420 million per year 

(the same as the current amount) 

¥456 million per year 

(increase of ¥36 million per year) 

Portion for outside 

directors 

¥60 million per year 

(increase of ¥24 million per year) 

¥72 million per year 

(increase of ¥36 million per year) 

 




























