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(Translation) 

 

May 11, 2020 

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 shareholder proposals (the “Shareholder 

Proposals”) in writing (the “Written Shareholder Proposals”) from Fir Tree Capital Management L.P. as 

representative of a certain shareholder of JR Kyushu (the “Proposing Shareholder”) to have the following 

items added to the agenda at JR Kyushu’s 33rd annual general meeting of shareholders to be held on June 

23, 2020 (the “Annual General Meeting of Shareholders”). JR Kyushu hereby announce that, at a meeting of 

JR Kyushu’s Board of Directors held today, the Board of Directors passed a resolution to oppose the 

Shareholder Proposals. 

 

I. Content of and Reasons for the Shareholder Proposals 

1. Agenda Items 

(1) Amendment to Articles of Incorporation regarding Disclosure of Revenues, EBITDA, Net 

Operating Income and appraised cap rates for each of the Company’s commercial and residential 

real estate assets 

(2) Election of One (1) Director to the Board (Not as an Audit and Supervisory Committee Member) 

(3) Election of One (1) Director to the Board (Not as an Audit and Supervisory Committee Member) 

(4) Election of One (1) Director to the Board (Not as an Audit and Supervisory Committee Member) 

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

Please refer to Appendix 2, which sets out the relevant part of the original text of the Written 

Shareholder Proposals. 

 

(Note) The Shareholder Proposals will be referred to as follows: the shareholder proposal for 

Agenda Item 1.(1) above as “the Shareholder Proposal to Amend the Articles of Incorporation”; 

the shareholder proposal for Agenda Item 1.(2) above as “the Shareholder Proposal (i) to Elect 

Director”; the shareholder proposal for Agenda Item 1.(3) above as “the Shareholder Proposal (ii) 

to Elect Director”; and the shareholder proposal for Agenda Item 1.(4) above as “the Shareholder 

Proposal (iii) to Elect Director.” 
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Ⅱ. Opinions of JR Kyushu’s Board of Directors regarding the Shareholder Proposals 

1. 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 insert the 

following paragraph as a new Article into the current Articles of Incorporation.  

“Article 41 The Company shall disclose, not less than once per year, within one month 

before the date of the Company’s corporate governance report, its Revenues, EBITDA, Net 

Operating Income and appraised cap rates for each of the Company’s commercial and residential 

real estate assets, both publicly and in discussing any debt or equity financing for the Company’s 

pursuit of its growth strategy. The Company shall also provide a detailed list of all growth capital 

expenditures.” 

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

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

Incorporation. 

(3) Reasons for Opposition 

 JR Kyushu’s Board of Directors is keenly aware of the importance of disclosing information to 

its shareholders and investors, and is constantly examining ways to enhance information disclosure 

while taking into account the opinions of its shareholders and investors, as well as the external 

environment and business conditions in the real estate business. In alignment with the “JR Kyushu 

Group Medium-Term Business Plan 2019-2021,” which was released in March 2019, JR Kyushu 

redefined segment classifications, creating the Real Estate and Hotels segment, with the intention 

of clarifying the measures for real estate business as one of central facets of the JR Kyushu Group’s 

growth strategy. Furthermore, ever since JR Kyushu was listed on the stock market in October 

2016, JR Kyushu has worked tirelessly to enhance disclosures while engaging in communications 

with shareholders and investors. Such efforts have included: (i) improving disclosures to better 

reflect the true nature of operations by breaking out results and earnings estimates for the Real 

Estate and Hotels segment into three sub-segments (real estate leasing, real estate sales, and hotels) 

due to the different earnings structures of businesses within the segment; (ii) explaining JR 

Kyushu’s thoughts regarding expected returns on growth investments in the real estate business, 

divided into three categories in the context of the JR Kyushu Group’s growth strategy; (iii) creating 

and publishing documents about the JR Kyushu Group’s track record in fostering communities 

centered on station building redevelopment; and (iv) disclosing key data for sub-segments, such as 

occupancy rates and average daily rates (ADR) in the hotels business, and occupancy rates for 

rental apartments. 

 However, the disclosures sought in the Shareholder Proposal to Amend the Articles of 

Incorporation presume the JR Kyushu Group’s real estate business has an earnings structure like 

that of a real estate investment trust (REIT), which is an independent earning business entity. 

However, this presumption does not take into account the fact that the JR Kyushu Group’s real 

estate business is heavily weighted toward station building operations, which are operated 

integrally with its railway business. The financial data and appraised cap rates for each individual 

property that the Shareholder Proposal to Amend the Articles of Incorporation seeks are not the 
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best indicators of the underlying conditions in the JR Kyushu Group’s real estate business, which 

is managed to create synergies with its railway business and other operations. JR Kyushu does not 

believe these additional disclosures would contribute to an objective and reasonable portrayal of 

the JR Kyushu Group’s real estate business. As explained above, JR Kyushu already discloses 

financial data specifically for the real estate leasing, real estate sales and hotels sub-segments of 

the Real Estate and Hotels segment, in addition to relevant business indicators, with the aim of 

promoting the understanding of its shareholders and investors.  

 Currently, the JR Kyushu Group’s operations are being severely affected by the COVID-19 

pandemic. JR Kyushu’s Board of Directors are now giving their full attention to overcoming this 

adverse business environment while taking care to disclose in a timely and appropriate manner the 

current business conditions of JR Kyushu Group. JR Kyushu understands that JR Kyushu’s 

financial strategy, including its policy to balance sheet, is of strong interest to shareholders and 

investors over the medium and long term. In June 2019, JR Kyushu clarified the position of the 

Chief Financial Officer (CFO), who is also a member of the Board of Directors, and the Board of 

Directors is now working to improve disclosures while continuing to discuss financial strategy. JR 

Kyushu will continue its endeavors to improve the quality of disclosures while listening to the 

opinions of its shareholders and investors.  

 At their core, the Articles of Incorporation are a basic set of rules governing the organization and 

activities of a company. As explained above, the Shareholder Proposal to Amend the Articles of 

Incorporation proposes to amend the Articles of Incorporation in a way that presumes JR Kyushu’s 

real estate business like a REIT. The JR Kyushu Group’s mission is to operate sustainable 

businesses primarily in the Kyushu region, by conducting the railway business and other 

transportation services, along with operations in real estate, hotels, distribution, restaurants, and 

construction. In light of this mission of JR Kyushu Group, JR Kyushu believes the article sought 

to be included by the Shareholder Proposal to Amend the Articles of Incorporation is inappropriate 

as the basic set of rules governing JR Kyushu. Generally speaking, the inclusion of articles which 

provide for detailed rules of information disclosure in the Articles of Incorporation would be 

against to the spirit of the Articles of Incorporation. At the same time, amendments to the Articles 

of Incorporation need the approval of a special resolution by the general meeting of shareholders, 

which is a stringent procedure. JR Kyushu believes the amendment proposed in the Shareholder 

Proposal to Amend the Articles of Incorporation could be detrimental to the flexible management 

of the businesses of JR Kyushu Group.  

 For these reasons, JR Kyushu’s Board of Directors has decided to oppose the Shareholder 

Proposal to Amend the Articles of Incorporation. 

 

2. The Shareholder Proposals (i), (ii) and (iii) to Elect Directors (hereinafter, “Shareholder Proposals to Elect 

Directors” refers to all three of these proposals collectively) 

(1) Summary of the Shareholder Proposals to Elect Directors 

The Shareholder Proposals to Elect Directors are proposals to elect the following three 

candidates as directors (Not as Audit and Supervisory Committee members).  
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Candidate No. Name 

Shareholder Proposal (i) to Elect Director Ms. Fumiyo Takei 

Shareholder Proposal (ii) to Elect Director Mr. Daizo Motoyoshi 

Shareholder Proposal (iii) to Elect Director Ms. Yoshiko Nagao 

 

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

 The Board of Directors opposes this Shareholder Proposal to Elect Directors 

(3) Reason for Opposition 

 Through the establishment of the “JR Kyushu Group Medium-Term Business Plan 2019-2021” 

released on March 19, 2019, the Board of Directors was well aware of the importance of effectively 

allocating business resources in order to form a strategic business portfolio, while also addressing 

how to strengthen the earnings potential of the mainstay railway business and the real estate 

business, which focuses on the strategic city-building initiatives in the regions. Based on this 

awareness, JR Kyushu’s Board of Directors proposed two candidates for new independent outside 

directors, who have abundant experience and deep insight in the fields of real estate, finance, and 

investor relations, and they were elected at the annual general meeting of shareholders held in 2019.  

 Moreover, JR Kyushu’s Board of Directors have reviewed its financial and business strategies 

with an emphasis on returning value to shareholders. In particular, having clarified the position of 

Chief Financial Officer (CFO), who is also a member of the Board of Directors, JR Kyushu 

evaluated measures to realize an optimal capital structure with the aim of improving its capital-

heavy balance sheet, a point that has been raised by many shareholders and investors. As a result, 

JR Kyushu announced a change in its shareholder return policy on November 5, 2019, after the 

annual general meeting of shareholders held in 2019, and decided to repurchase its own shares 

(¥10.0 billion). Concurrently, as a result of a review of the business portfolio, three businesses were 

sold off.  

 Even though the business environment has rapidly deteriorated, JR Kyushu has decided to pay 

a dividend of ¥46.5 per share as the year-end dividend for the fiscal year ended March 31, 2020, 

the same amount as initially planned, as JR Kyushu is keen to fulfill its promise to shareholders as 

much as possible (for a total dividend of ¥93 per share, including the interim dividend of ¥46.5 per 

share).  

 The Board of Directors currently consists of eleven (11) directors who are not members of the 

Audit and Supervisory Committee and four (4) directors who are members of the Audit and 

Supervisory Committee. Five (5) directors who are not members of the Audit and Supervisory 

Committee, and three (3) directors who are members of the Audit and Supervisory Committee are 

independent outside directors. With independent outside directors forming a majority on the Board 

of Directors, JR Kyushu has ensured effective oversight of management. Additionally, 

deliberations by the Board of Directors have been accentuated by independent outside directors 

who have diverse experience, expertise and insight into the fields of real estate, finance, and 

investor relations appointed by the annual general meeting of shareholders held in 2019. 

Furthermore, JR Kyushu has established the highly independent Nomination and Compensation 
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Advisory Committee, chaired by an independent outside director with a total of eight (8) 

independent outside directors and one (1) inside director as members. As a part of efforts to improve 

corporate governance, JR Kyushu provides opportunities for analysts and institutional investors to 

exchange opinions with its independent outside directors in an initiative to enhance the 

transparency of the Board of Directors. JR Kyushu’s initiatives to identify and address such issues 

were based on the verifications and deliberations among the process of Board Evaluation, which is 

conducted every year. In Fiscal Year 2019 Board Evaluation, which was supported by the third-

party organization, the Board of Directors acknowledged the outcomes of their efforts in the past 

years and discussed ways to further improve its effectiveness.  

 Prior to the Annual General Meeting of Shareholders, while considering the opinions of 

shareholders and investors who ask to strengthen further ESG, including the diversity of the Board 

of Directors, and recognizing the significant impact that COVID-19 has had on JR Kyushu Group, 

JR Kyushu’s Nomination and Compensation Advisory Committee discussed the skillsets of the 

Board of Directors necessary for increasing corporate value over the medium and long term. As a 

result of these discussions, the Nomination and Compensation Advisory Committee has decided 

that JR Kyushu should keep the existing structure of the Board of Directors and increase capable 

personnel who can promote ESG management and diversity.  

 From this standpoint, JR Kyushu’s Nomination and Compensation Advisory Committee has 

deliberated multiple times the qualifications, experience, and expertise of the current directors and 

new candidates for outside director, including the three (3) candidates named in the Shareholder 

Proposals to Elect Directors. As a result of these deliberations, the Committee has submitted its 

recommendation that the best candidates for the position of director are those candidates named in 

JR Kyushu’s proposal to elect directors, which includes Ms. Kuniko Muramatsu, who is a new 

candidate for independent outside director with experience in corporate management, expertise in 

ESG management, and experience as an outside director of a publicly traded company. In light of 

such recommendation, JR Kyushu’s Board of Directors has decided to propose these director 

candidates at the Annual General Meeting of Shareholders. By JR Kyushu’s proposal for director 

candidates, the total number of directors will be maintained fifteen (15) and the number of 

independent outside directors will be maintained eight (8) (53% of the independent outside 

directors’ ratio), the number of female directors will be increased from one (1) to two (2) (the 

female directors’ ratio will be increased to 13%). Please refer to the “Notice Regarding Changes in 

Corporate Officers” released today for the candidates of the JR Kyushu’s proposal. 

 For the reasons explained below, JR Kyushu’s Nomination and Compensation Advisory 

Committee and Board of Directors have decided that the new Board of Directors proposed by JR 

Kyushu is the best and there is no need to elect any of the three (3) candidates named in the 

Shareholder Proposals to Elect Directors.  

 

[Adequacy of New Board of Directors Proposed by JR Kyushu] 

 JR Kyushu believes the new Board of Directors proposed by JR Kyushu is necessary and 

adequate for the following reasons.  

(1) The new Board of Directors has a majority of independent outside directors and multiple 
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female directors. The independence and diversity of the Board of Directors will enable highly 

effective supervisory functions.  

(2) The new Board of Directors will cover all of diverse skillsets necessary for JR Kyushu, 

including skillsets in ESG management which will be strengthened by the election of Ms. 

Muramatsu. Expertise in real estate investment and finance, which is pointed out in the 

Shareholder Proposals to Elect Directors, has been already covered by the annual general 

meeting of shareholders in last year. The effectiveness of the Board of Directors is ensured 

(please refer to Appendix 1 for detailed information about the skillsets of the candidates 

proposed by JR Kyushu).  

 

[Suitability in View of the JR Kyushu Group’s Current Conditions] 

 The JR Kyushu Group’s businesses have been significantly impacted by the COVID-19 

pandemic, and JR Kyushu’s Board of Directors and management have given their full attention to 

overcoming the current challenges in the business environment. It has become more important to 

understand the impact on the regional economy and to maintain relationships with financial 

institutions and local communities, while sharply curtailing new investments. Accordingly, instead 

of new investments, JR Kyushu has devoted most of its attention to the management (operations) 

of its existing businesses. JR Kyushu believes the careers, experience, and expertise of the three 

candidates for outside director named in the Shareholder Proposals to Elect Directors do not align 

well with current business conditions. JR Kyushu also believes that it is not the appropriate time to 

sharply increase the ratio of newly appointed directors on the Board of Directors.  

 

 The Shareholder Proposals to Elect Directors claims there are problems with JR Kyushu’s 

corporate governance, citing past incidents with JR Kyushu’s subsidiary as an example. As 

announced in its press release of December 10, 2018, JR Kyushu has taken steps to prevent a 

recurrence of problems related to the handling of housing loans at its subsidiary, based on findings 

in an investigative report prepared by a third-party committee. Since then, JR Kyushu has 

redoubled efforts to thoroughly strengthen the JR Kyushu Group’s governance. JR Kyushu 

continues to strengthen and maintain an appropriate corporate governance.  

 

 JR Kyushu’s proposal was determined based on the recommendation of the highly independent 

Nomination and Compensation Advisory Committee. JR Kyushu Group believes this is the best 

proposal for overcoming the current challenges in the business environment and growing over the 

medium to long term. JR Kyushu sees no need to elect as independent director any of the three 

candidates named in the Shareholder Proposals to Elect Directors. JR Kyushu’s Board of Directors 

therefore opposes all of the Shareholder Proposals to Elect Directors.  

 

End 
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(Appendix 1) 

 

The Skillsets of the Board of Directors 

 

 

 JR Kyushu’s Board of Directors nominates diverse candidates for director who have a range of 

specialized knowledge and experience, considering the overall balance of the Board of Directors, 

and aiming to optimize human resources to ensure the Board of Directors functions effectively and 

efficiently.  

 The Board of Directors should consist of inside directors who have plenty of knowledge and 

experience in the JR Kyushu Group’s core businesses as well as outside directors who bring highly 

effective supervision and oversight from an independent and objective standpoint. JR Kyushu 

believes having a majority of outside directors on the Board of Directors is appropriate from the 

standpoint of ensuring effective supervision functions.  

 Furthermore, JR Kyushu has defined the necessary knowledge and experience for positions on 

the Board of Directors as skillsets in the fields of “railway and mobility services,” “real estate and 

community development,” and “ESG and sustainability,” which are key skillsets for fulfilling JR 

Kyushu’s mission of operating sustainable businesses mainly in the Kyushu region, and skillsets 

in the fields of “corporate management,” “legal and risk management,” “finance, M&A and 

fundraising,” and “human resources and compensation,” which are important skillsets for effective 

corporate management. JR Kyushu nominates diverse candidates for director who cover those 

skillsets. 

 JR Kyushu’s operations have been severely affected by the COVID-19 outbreak, making it more 

important for directors to be knowledgeable about the Kyushu region so that JR Kyushu can work 

together with the region in overcoming the current challenges in the business environment.  

 In accordance with these observations, JR Kyushu believes the skillsets as shown on the 

following page will be valuable within the new Board of Directors structure.  
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Railway and

mobility

services

Real estate

and

community

development

ESG and

sustainability

Corporate

management

Legal and risk

management

Finance, M&A

and

fundraising

Human

resources and

compensation

Koji Karaike Chairman and Corporate Officer ● ●

Toshihiko Aoyagi President and Corporate Officer ● ● ● ●

Ryuji Tanaka Senior Managing Corporate Officer ●

Yoji Furumiya Senior Managing Corporate Officer ● ●

Toshihiro Mori Managing Corporate Officer ● ● ●

Hiroyuki Fukunaga Senior Corporate Officer ●

Masayoshi Nuki
(Senior Executive Adviser, Kyushu

Electric Power Company)
● ● ●

Izumi Kuwano (Female) (President, Tamanoyu) ● ●

Toshihide Ichikawa (Advisor, Mitsui Fudosan) ● ● ●

Shinji Asatsuma (-) ● ● ●

Kuniko Muramatsu

(Female)

(Representative Director and President

of Wellness Systems Institute)
● ● ● ●

Eiichi Kuga*
Chairman of Audit and Supervisory

Committee
●

Masaya Hirokawa* ● ●

Kazuhide Ide* (Counselor, The Chikuho Bank) ● ●

Yasunori Eto* (Attorney at law, Hino Sogo Law Office) ●

Name Title

Expertise which the Company expects to each candidate for director

* Director of Audit and Supervisory Committee

Note:  Highlighted directors are independent outside officers
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