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The current status of LAWSON's corporate governancas as follows:
I. Basic Approach to Corporate Governance, Capital Stuicture, Corporate
Attributes, and Other Basic Information

1. Basic Approach
We place great importance on the following sevaagmies of stakeholder under corporate philosdghgating
Happiness and Harmony in Our Communities,” andatid maximize enterprise value by making LAWSObras a
place where -
1. the customer is always made to feel welcome
franchised store owners can feel that they aréziegltheir full potential
part-time staff and workers on short-term contraets develop their skills and grow as a resulhefrtown efforts
suppliers and service providers see their dreakesdhape
employees can take pride in their work and re@g} & sense of being useful to the society

shareholders can contribute indirectly to society mvest in their dreams for the future, and

N o g s~ N

members of customer communities can feel welcondesafe.

These are our goals, and the realization of thbgectives will contribute to the maximization ofterprise value. To
this end, we will continue to ensure that laws asglulations are strictly observed, and social cafesonduct are
honored. In accordance with LAWSON'’s corporate ggophy and the LAWSON Code of Ethics, we will gatgention

to people requiring support. Moreover, we beliavis important to increase management soundnesgamsparency
as well as to raise corporate governance standamisgh compliance and rigorous disclosure.

Based on the above basic approach, and with thefaémhancing the effectiveness of the supervisfananagement,
we have determined “‘judgement criteria concernindependence,” have made it clear that we will engbe
independence and functions of outside directorsatsglde auditors, and are appointing a numbearddpendent officers
in order to prevent conflicts of interest with shfaolders. We have also voluntarily established aniNation and
Compensation Advisory Committee, which comprisely @utside officers. This committee provides theaBb of
Directors with recommendations concerning directompensation and director candidates, which enstires

transparency of management and enables faireridiesi® be made.
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[Reasons for not implementing all the principles othe Corporate Governance Code]
The Company is implementing all the principlesta Corporate Governance Code
[Disclosures based on each principle of the Corpota Governance Code]
The Company’s initiatives in the area of corpoggernance are described not only this reportalsat in convocation
notices for shareholders’ meetings, annual seearigports, integrated reports, and so on.

Details of the disclosure components of each griradf the Corporate Governance Code are as follows

<Principle 1-3 Basic Strategy for Capital Policy>

The Company has declared ROE (return on equitysala@ated net income as a percentage of owner#\@@s a key
performance indicator, and is endeavoring to ach@avROE of 20% over the medium term.

Regarding measures to return value to shareholderdyasic policy is to pay steady and stable éivds while
retaining sufficient reserves to develop our busiria the future. We are also flexible about adggiand retiring our own
shares when necessary as another means, alongsideligtributions, of serving the interests oaseholders.

Note that we endeavor to employ retained reservegise our corporate value by allocating themskeatial business

investments such as opening new stores, refurlgshiisting stores, and launching new businesses.

<Principle 1-4 Policy on Strategic Holdings andr8@rds Concerning the Exercise of Voting RighthaCase of
Strategically-Held Shares>
The Company sometimes holds shares strategicalthéopurposes of raising its value over the mediuong term
through partnerships with other companies, but ftiome to time we review the reasons for these egiatshareholdings,
taking into account, for example, their impact naréasing our corporate value. Furthermore, whenigng or disposing
of listed shares, we ensure compliance with indideting rules.
Regarding voting rights in the case of strategyeh#ld shares, given that our primary goal is teaghe Company'’s
value, we examine each proposal from the standpbivhether it will increase the shareholder vafihe investee
company over the medium to long term, after whiehexercise our voting rights accordingly. Furthemmd we need to

confirm, for example, the purpose of a proposalewgage in dialog with the investee company bededing how to
exercise our voting rights.

<Principle 1-7 Framework for Confirmation of Reldtearty Transactions>
In its rules for the Board of Directors, the Compdias designated competitive transactions, pers¢maraactions, and
conflict-of-interest transactions by directors eguiring Board approval, and ensures that directogsaware of this.
Furthermore, the same rules also stipulate thas&etions executed with the approval of the Boardelported to the
Board once every three months. Moreover, a systamplace to ensure that transactions with mdjareholders do not
compromise the interests of the Company or itsedtwders.
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<Principle 3-1 Voluntary Information Distribution>
(1) Company business principles, business strategid business plans
The Company has formulated a corporate philosoplpydvide the foundation for all the Company’s atigs.
[Corporate Philosophy]

“Creating Happiness and Harmony in Our Commuriities

Furthermore, under corporate philosophy, the Comsat a new vision in order to clarify goal imagelarient all
business activities toward its goal image.
[Vision]

“To be a leading execution-driven company.

We think through the changing needs of our custepeecute strategy with speed and become an edgert of our

communities.”

At the same time, in order to succeed this visied,also have revised code of conducts to clariéyattions required
for the individual and to move forward with evergomnited.
[Code of Conduct]
1. Everything starts with our customers, our comitiegsand our stores.
2. Master the basics and strive to innovate.
3. Improve quality and speed of the PDCA (Plan-D@€k-Act) cycle.
4. Act with discipline, take initiative and successla team.
5. Pursue growth as individuals and support thevtirof others.
For details of our business strategy, please tefeur website.

http://www.lawson.co.jp/company/corporate/stratstrategy/

(2) Basic views and guidelines on corporate goveraa

For our basic views and guidelines on corporateegmance, please refer to 1.1 “Basic Approach” is thport.

(3) Board policies and procedures in determinirggrdmuneration of the senior management and diecto
For the Company’s policies concerning remuneraiormirectors and corporate auditors, please teféMatters
Related to Compensation for Directors” in “Disclosof the Policy on Deciding the Amount of Remutieraor its

Calculation Method,” which is contained in sectlbd of this report.

(4) Board policies and procedures in the appointroéthe senior management and the nominationretthr and
corporate auditor candidates
The Company has established Officer Selection Stalsdo serve as criteria for the selection ofalmeand

corporate auditor candidates. Furthermore, we ntakeule to invite outside officers who have aafy track record in
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and knowledge of corporate management, specialdsf etc. and sufficient time available to penicheir duties as
directors or corporate auditors. Regarding indepandfficers, we have established Criteria for Brataing
Independence, and appoint outside directors arsddeuauditors who are unlikely to develop conflictsnterests with
ordinary shareholders as “independent officers.”

We have also voluntarily established the Nominatiod Compensation Advisory Committee on nominateoms
compensation to provide the Board of Directors witommendations concerning director candidates. ddmmittee
comprises six members, all of whom are outsideeiff and five of whom are independent officersaesult, director
candidates are recommended under a system theg affégh degree of independence.

Regarding corporate auditor candidates, with thleergent of the audit committee, we put forward aates who

possess the knowledge of and expertise in finaawmunting, risk management, law, etc. requirgaetdorm audits.

<Officer Selection Standards>
- A strong affinity with the Group’s corporate phibghy of “Creating Happiness and Harmony in Our
Communitied

+ The ability to contribute to delivering sustainaglewth to the Group and increasing its corporatee
+ An absence of mental or physical health probleraswould hinder their ability to perform their desi
+ Popularity, dignity, and impeccable ethics
+ A strong commitment to abiding by the law
+ Objective business-related decision-making abdlitiad gifted with both foresight and insight
+ An absence of interests or business relationshigtsitould have a material effect on the performanfdbeir duties
+ Not disqualified under the Companies Act

+ In the case of an outside officer, meets the daitgpecified in the Selection Standards for OutSfecers

<Selection Standards for Outside Officers>
+ A solid track record in and knowledge of corponai@nagement, specialist fields, etc.
+ Sufficient time available to perform their dutiesdirectors or corporate auditors.
With the aim of improving its corporate governantlee Company has established Criteria for Detemgini
Independence, which are presented below. Outsiéetdrs and outside corporate audit officers whetrntiee criteria
are designated as independent officers as defiyedokyo Stock Exchange, Inc. The Criteria for Detaning

Independence are presented in the convocationenfmtiche shareholders’ meeting each year.

<Criteria for Determining Independence>
+ A person or person who works for a party for whdwe Group is an important business partner
Refers to the case of a business-partner groupsthmtlies products or services to the Group whsgeamount of
business conducted between the Group and the lssgi@@tner group in the preceding business yeaR¥aer more

of the business-partner group’s consolidated sales
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+ Aperson who is an important business partnere@toup or person who works for a party that isrgortant business
partner of the Group

Refers to the case of a business-partner groughtchvthe Group supplies products or services wieeamount of
business conducted between the Group and the lssgi@@tner group in the preceding business yeaR¥aer more
of the Group’s consolidated sales (gross operagmagnue)
+ A consultant, accounting specialist, or legal spistiwho receives large amounts of money or otissets other than
officer compensation from the Company

Refers to a consultant, accounting specialist agchcertified public accountant, or legal spestialich as an attorney
who receives money or other assets other thaneoffiompensation from the Company and has receivailibn yen
or more per year in each of the past two years
+ A major shareholder of the Company (if the sharééiois a corporation, a person who works for tleaperation)
+ Aclose relative of the person works for the Group
+ A close relative of the person is a non-executiveator or an accounting advisor of the Group Ifg independent

officer is an outside corporate auditor)

(5) Explanations of each appointment/nominationmthe Board of Directors appoints senior managedsr@minates
director and corporate auditor candidates basgd ombove
The Company includes the reasons for selectingtdireand corporate auditor candidates in convonatmtices for

shareholders’ meetings

<Supplementary Principle 4-1 (1): Overview of Scop#atters Delegated to Management by the Boardikgctors>
The Company specifies matters that require a riéealof the Board of Directors in its rules for tBeard of Directors,
guidelines for the Board of Directors, and so o has also deemed that matters prescribed byrdawits articles of

incorporation, as well as important matters conogrihe Company and Group companies, be decideBdayd
resolution. Furthermore, with the aim of clarifyimjanagement responsibilities and speeding up deemiaking
through the delegation of authority, in 2002 weadticed an executive officer system. Under thigesys matters
concerning business execution other than thoselatad in the rules for the Board of Directors detegated to the

Executive Committee, which comprises personnekaf® executive officer level or above.

<Principle 4-9: Independence of Independent OutBidectors and Criteria for Determining IndependentPractice>
Described in “(4) Board policies and procedurethamappointment of the senior management and theénadion of

director and corporate auditor candidates” above.

<Supplementary Principle 4-11(1): Views on the Rataof Knowledge, Experience, and Skills of the ilazt
Directors as a Whole and the Diversity and SizthefBoard of Directors>

While maintaining the corporate auditor system,Bloard of Directors of the Company aims to speediegision-
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making through the separation of business executiom business supervision and to make managemghtyh
transparent through the proactive employment osidat directors. Regarding the composition of thearp the
Company’s articles of incorporation stipulate a imaxm of 11 directors and 4 corporate auditors,andf June 1, 2016
there are 8 directors (of which 5 are outside dines and 4 corporate auditors (of which 3 areidatsorporate auditors).
We also designate a number of outside directomutside corporate auditors who are unlikely to dmye conflict of
interest with ordinary shareholders as “independéfiters,” and as of June 1, 2016 there are 6peddent officers (3
directors, 3 corporate auditors). Furthermore, meaggressively promoting women to officer posiioand as of June
1, 2016, there are 4 female officers (3 directbrsprporate auditor).

The Company utilizes for business various valuesthaon the respective competencies, individualaciaristics,
experience, expertise, etc. of each director angocate auditor, and ensures that the Board ofciirs offers diversity

and balance. We therefore believe that supervsimhdecision-making are being conducted appropyiate

<Supplementary Principle 4-11(2): Concurrent Serlag Directors and Corporate Auditors>
We disclose information on directors and corpoeatgitors of the Company who hold concurrent postsficers of
other listed companies in convocation notices farsholders’ meetings.
Information on directors and corporate auditorshef Company who held important concurrent postsfadke date
this report was updated is presented in “Mattersitied to Directors” and “Matters Related to Corperauditors” in

section 2.1 of this report.

<Supplementary Principle 4-11(3): Overview of AradyEvaluation of the Effectiveness of the Boardwkctors as a
Whole>
With the aim of ensuring the effectiveness and aoimg the functions of the Board of Directors, @&empany had
each of its outside directors and outside corpaxathtors perform a “self-evaluation of the effeetiess of the Board
of Directors,” mainly via a written survey. Afteeaeiving responses from all 8 outside officers|uding 3 outside
corporate auditors, we compiled and analyzed tlzewh,the Board discussed the results. Followingethiégscussions, it
was concluded that the current Board of Directdrshe Company is operating effectively in makingatitions
concerning important business matters and in sigiegvbusiness execution in an appropriate fashiimthe other
hand, constructive opinions were also offered dnadlesd with the Board. These included the viewtinatake the Board
function even more effectively, the information yided to outside directors and reports preparedHerpurpose of
monitoring the Board could be expanded. Going fodyave will be taking these opinions into accoumtnhake

improvements that will lead to the Board becomingremore effective.

<Supplementary Principle 4-14(2): Policy on Tragior Directors and Corporate Auditors>
The Company provides directors and corporate argditgth opportunities to undertake the trainingytmeed to
perform their roles and duties. We also provideeators and corporate auditors with internal ancrew training

opportunities relating to the roles, responsilaitietc. required for the Company to make decisismecessary. Outside
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officers, meanwhile, are provided with opportursitie acquire essential knowledge concerning theatipes, finances,
organization, etc. of the Company. Furthermorertable them to deepen their understanding of tloei@3 business,
they are given the opportunity to participate iy kgents such as conferences to announce Compdéioy and to tour

Group-related facilities. The Company pays the obsil these activities.

<Principle 5-1: Policy for Systems and Initiatiies Promoting Constructive Dialog with Shareholders

The Company'’s Policy for Systems and InitiativesBoomoting Constructive Dialog with Shareholderas follows.

(1) Basic approach

The Company acknowledges that to deliver sustagngitiwth and medium- to long-term increases in @aie value
through value creation, it is essential to obth@wnderstanding and support of shareholders aedtors.

To that end, we endeavor to disclose informatioanrappropriate, timely, and fair manner, and idtenengage in

constructive dialog with shareholders and investoeder to build long-term trust with them.

(2) IR structure

The chairman and CEO is responsible for dialog slitareholders and investors, which is handled dyrthnagement
strategy department under the purview of the CF@ddd the control of the management strategy depaittis a
dedicated IR department, which works with relatepattments to proactively disclose information irhighly

transparent fashion.

(3) Methods of dialog

The Company regards shareholders’ meetings asdingvimportant and valuable opportunities for diphith
shareholders, and ensures that there is adequageati these meetings for questions and answers.témaform
shareholders who were unable to attend a sharekbideeting what happened at it, we post a videth@fproceedings
on our website, keeping it up there for three memtfter the meeting. We also hold earnings brisfingice a year. At
these meetings we provide analysts and institutionastors with information on matters such as @perating results
and business strategy. Furthermore, our websitiaitena dedicated IR section, where we provideviddal investors
and overseas investors with easy-to-understandniaion on our operating performance, businessesiagement
policies, monthly performance, and so on. We alserate an inquiries desk solely for IR-related irigs, through
which we respond to questions from shareholdersianelstors. Moreover, the chairman and CEO, CF@, l&h
department proactively visit institutional investdyoth in Japan and overseas and respond to individquests from

journalists for information.
(4) Feedback to Company executives

When necessary, details of dialogs with sharehsldad investors are provided to the chairman an@ @&d other

executives.
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(5) Inside information and quiet periods
In our dialogs with shareholders and investorsda@ot reveal inside information (important mattenat have yet to
have been announced publicly). With the aim of @ngufairness and preventing the leakage of opsgatesults, we

have a quiet period each quarter.

2. Capital Structure

Proportion of LAWSON's shares held by non-residents Over 30%

[Status of Major Shareholders]

Name Number of Shares Held Ratio (%)
Mitsubishi Corporation 33,500,200 33.40
Japan Trustee Services Bank, Ltd. (Trust account) 4,134,000 4.12
The Master Trust Bank of Japan, Ltd. (Trust accpunt 3,457,500 3.45
Nomura Securities Co., Ltd. 2,150,553 2.14
NTT DOCOMO, INC. 2,092,000 2.09
STATE STREET BANK WEST CLIENT— TREATY 505234 1,675,305 1.67

STATE STREET BANK AND TRUST, BOSTON AS TRUSTEE

FOR MAWER INVESTMENT MANAGEMENT LTD.

National Mutual Insurance Federation of AgricultuCaoperatives 1,001,400 1.00
HSBC BANK PLC STATE OF KUWAIT INVESTMENT

AUTHORITY, KUWAIT INVESTMENT OFFICE

THE BANK OF NEW YORK MELLON SA/NV 10 905,680 0.90

1,564,807 1.56

905,700 0.90

Controlling Shareholder (Exclude Parent Company) None

Parent Company None

Supplementary Explanation

Nothing to report
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3. Corporate Attributes

Stock Exchange Listings Tokyo Stock Exchange (1 Section)

Accounting Settlement February

Business Type Retail business

l(:(i:;r:isltﬂggted) Number of Employees at End of Last Over 1,000

(Consolidated) Sales for Last Fiscal Year Over 100 billion yen and less than 1 trillion yen

Number of Consolidated Subsidiaries at End of Last

; Over 10 companies and less than 50 companies
Fiscal Year

4. Policy Concerning Measures to Protect Minority Shareholders upon Conducting Transactions
with Controlling Shareholder
Nothing to report

5. Other Special Circumstances that May Critically Impact Corporate Governance
Mitsubishi Corporation holds 33.5% of the totaliagtrights (33,500 thousand shares) of the Complafiy/SON is
thus accounted for as an equity-method affiliatéMigubishi Corporation.
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I]l Business Management Organizations Associated with &magement Decision-
making, Execution and Supervision, and Status of @er Corporate
Governance Systems

1. Matters Relating to Organizational Structure/Operation
Type of Organization Company with Corporate Auditors

[Matters Related to Directors]

Number of Directors under the Articles of Incorporation 11

Term of Directors under the Articles of Incorporation 1 year

Chairperson (Except concurrently serves as
president)

Chairperson of the Board of Directors
Number of Directors 8
Election of Outside Directors Yes

Number of Outside Directors 5

Number of Outside Directors that are Appointed as
Independent Directors

Relationship with LAWSON (1)

Name Attribute Relationship with LAWSON (*1)

a b c¢c d e f g h i j k

Emi Osono Scholar
Yutaka Kyoya Originally from another company o

Sakie Akiyama Originally from another company

Keiko Hayashi Originally from another company

Kazunori Nishio Originally from another company )

* Conditions met regarding the relationship withW&SON

* (O denotes that an item currently applies to thegrerand /A denotes that it applied in the past

* @ denotes that an item currently applies to a cleksive of the person, and denotes that it applied in the

past

Executive officer of the listed company or subgsididnereof

Executive officer or non-executive director of pareompany of the listed company

Executive officer of a fellow subsidiary of thetég company
A person for whom the listed company is a key bessrmpartner, or an executive officer thereof

A key business partner of the listed company, ogxactutive officer thereof

A consultant, accounting expert or legal expert wdaeives substantial money or other property ftioen
listed company other than officer compensation
g. A major shareholder of the listed company (if th&on shareholder is a corporation, an executivieafiof

the corporation)

~ooo0 oW
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h.  An executive officer (only the actual person) dfusiness partner of the listed company (which ca¢gall
under d,e or f)

I. An executive officer of a company with a relatiosbf mutual appointment of external directors gothle
actual person)

- An executive officer of a party to which the listeampany makes donations (only the actual person)

k.  Others

Relationship with LAWSON (2)

Independent Supplementary
Name Director Explanation to Reason for Selection as Outside Director
Corresponding Item
Emi Osono O Professor, Graduate School oPossesses extensive knowledge as an
International Corporate academic in global corporate management,
Strategy, Hitotsubashi managerial strategy, and is currently
University conducting appropriate supervision of
LAWSON'’s management.
She is also highly independent, as she doesn’t
violate any of the independence standards
prescribed in the Guidelines for Managing
Listings etc. or any of the Company’s Criteria
for Determining Independence. She has
therefore been designated by the Company’s
Board of Directors as an independent officer
who is unlikely to have a conflict of interest
with ordinary shareholders and who will
supervise the Company’s management from
an independent standpoint.
Yutaka Kyoya Executive Vice President, | Employed by LAWSON'’s largest shareholder.
Group CEO, Living Possesses in-depth knowledge of consumer
Essentials Group, Mitsubishi behavior, and is currently conducting
Corporation appropriate supervision of LAWSON’s
management from an objective and specialist
standpoint.
Sakie Akiyama O Representative Director and Possesses extensive experience and
CEO, Saki Corporation knowledge as a corporate manager, and is
currently conducting appropriate supervision
of LAWSON'’s management.
She is also highly independent, as she doesn’t
violate any of the independence standards
prescribed in the Guidelines for Managing
Listings etc. or any of the Company'’s Criteria
for Determining Independence. She has
therefore been designated by the Company’s
Board of Directors as an independent officer
who is unlikely to have a conflict of interest
with ordinary shareholders and who will
supervise the Company’s management from
an independent standpoint.
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Keiko Hayashi

Kazunori Nishio

The presence or absence of any committee, which cesponds to the

President and CEO, DoCLASSE

Possesses extensive experience and

Co., Ltd. knowledge as a corporate manager, and will
President and CEO, IMA conduct appropriate supervision of

Holdings LAWSON'’s management.

President and CEO, fitfit Co., | She is also highly independent, as she doesn't
Ltd. violate any of the independence standards
President and CEO, IMA People prescribed in the Guidelines for Managing

Co., Ltd. Listings etc. or any of the Company’s Criteria

Senior Vice President, Division
COQO, Retail Div., Mitsubishi
Corporation

Nomination Committee or the Compensation Committee

for Determining Independence. She has
therefore been designated by the Company’s
Board of Directors as an independent officer
who is unlikely to have a conflict of interest
with ordinary shareholders and who will
supervise the Company’s management from
an independent standpoint.

Employed by LAWSON's largest shareholder.
Possesses in-depth knowledge of consumer
behavior, and will conduct appropriate
supervision of LAWSON'’s management from
an objective and specialist standpoint.

Yes

Establishment Conditions of Committee, Committee Sticture and Attribute of Committee Chairperson

Name of All Full-time Internal Outside Outside Other Committee
Committee Members  Members  Directors  Directors Employed Chairperson
Person
Committee Nomination and
Corre_:spc_mds to Compgnsatlon 6 0 0 4 0 2 Other
Nomination Committee
Committee
Committee Nomination and
Correspond.s to Compgnsatlon 6 0 0 4 0 2 Other
Compensation Committee
Committee

Supplementary Explanation

The nomination and compensation committee headeditsjde director Tetsuo Ozawa, were held 5 tinreshich, it
made a proposal to Board of Directors regardingpimpensation for Board of Directors and nominatibaxecutive

officers.
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Reasons for not implementing all the principles ofhe Corporate Governance Code

The Company is implementing all the principles ofthe Corporate Governance Code

Establishment of the Board of Corporate

Auditors Yes
Number of Corporate Auditors under the 4
Articles of Incorporation

Number of Corporate Auditors 4

Cooperation between Corporate Auditors, the Certifed Public Accountant and Internal

Auditing Division

LAWSON's corporate auditors cooperate closely lith certified public accountant, Deloitte Touchdéfmtsu

through the following communication and informatexchange:

1. Briefing of the audit plan by the certified pigthccountant Once per year
2. Receipt of audit reports (including reviews) axglanation materials for the interim period
and the end of the term by the certified publicoartant 12 times per year
3. Monitoring of the independence of the certiffriblic accountant As required
4. Observation of audit by the certified public agatant As required during each audit
5. Other meetings to exchange information and opmi As required

LAWSON's corporate auditors cooperate closely wlith Internal Audit & Correction Office through tfalowing

communication and information exchange:

1. Briefing on the internal auditing division’s pl#or the fiscal year Once per year
2. Exchange of opinions regarding the content efitbernal audit report For each internal audibréep
3. Exchange of information regarding the statusitrnal controls As required

(nearly once per month)

Election of Outside Corporate Auditors Yes
Number of Outside Corporate Auditors 3

Number of Outside Corporate Auditors that are
Appointed as Independent Corporate Auditors
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Partnership with LAWSON (1)

Name Attribute Relationship with LAWSON (*1)
a b ¢c d e f g h i j k I m
Toshio Takahashi Originally from another company
Tetsuo Ozawa Lawyer
Eiko Tsujiyama Scholar

* Conditions met regarding the relationship withW/SON

* (O denotes that an item currently applies to thegrerand A denotes that it applied in the past
* @ denotes that an item currently applies to a ctekive of the person, and& denotes that it applied in the
past

Executive officer of the listed company or subgigighereof

Non-executive director or accounting advisor ofltsecompany or subsidiary thereof

Executive officer or non-executive director of patreompany of the listed company

Auditor of the parent company of the listed company

Executive officer of a fellow subsidiary of thetég company

A person for whom the listed company is a key bessmpartner, or an executive officer thereof

A key business partner of the listed company, ogxatutive officer thereof

A consultant, accounting expert or legal expert wéaeives substantial money or other property ftioen

listed company other than officer compensation

A major shareholder of the listed company (if th&jon shareholder is a corporation, an executivieafiof

the corporation)

j- An executive officer (only the actual person) dfusiness partner of the listed company (which ca¢gall
under f,g or h)

k. An executive officer of a company with a relatioipsbf mutual appointment of external directors gothle
actual person)

I. An executive officer of a party to which the listedmpany makes donations (only the actual person)

m. Others

S@ "o o0 Ty
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Partnership with LAWSON (2)

Name Independent  Supplementary Explanation Reason for Selection as Outside
Director to Corresponding Item Corporate Auditor
Takahashi O — Works at a city bank, where he is involved in mc
Toshio exchange, risk management, internal audit, anchs

He also serves as a ftillne corporate auditor of tl
Japanese unit of a large foreign IT firm. As a le$ie
possesses considerable knowledge ofirfce an
accounting, and we appointed him so that
experience etc. could be put to use in the audéimg
supervision of the Company.
He is also highly independent, as dheesn'’t violats
any of the independence standards prescribed
Guidelinesfor Managing Listings etc. or any of t
Company’s Criteria for Determining Independet
He has therefore been designated by the Comg
Board of Directors as an independent officer wt
unlikely to have a conflict of interest with ordiy:
shareholdes and who will supervise the Compar
management from an independent standpoint.
Tetsuo Ozawa O Lawyer with no business Possesses a qualification as a lawyer, is invola
relationship with LAWSON legal and risk management duties, mainly in thiel fie
of corporate law; has a considerable degre
knowledge of finance and accounting; and is culyt
conducting appropriate audits of the roles
responsibilities of directors.
He is also highly independent, as he doesn't vic
any of the independencgandards prescribed in {
Guidelines for Managing Listings etc. or any of
Company’s Criteria for Determining Independet
He has therefore been designated by the Comg
Board of Directors as an independent officer wt
unlikely to have a confit of interest with ordinar
shareholders and who will supervise the Compe
management from an independent standpoint.

Eiko Tsujiyama O Professor, School of Serves as a member of the Magl Tax Council of th
Commerce and The National Tax Agencyand the Business Accounti
Graduate School of Council of the Financial Services Agen@s ar
Commerce, Waseda academighas a considerable degree of knowledc
University finance and accounting as a professor of accounting

and is currently conductingppropriate audits of ti
roles and responsibilities of directors from

objective and specialist standpoint.

She is also highly independent, &g sloesn’t violat
any of the independence standards prescribed

Guidelines for Managing Listings etor any of the
Company’s Criteria for Determining Independet
She has therefore been designated by the Comg
Board of Directors as an independent officer wt
unlikely to have a conflict of interest with ordimy:
shareholders and who will supervisgee Company’
management from an independent standpoint.
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[Matters Related to Independent Directors and Corpaoate Auditors]

Number of Independent Directors and Corporate
Auditors

Other Matters Related to Independent Directors andCorporate Auditors

Nothing to report

[Matters Related to Incentives]

Status of Implementation of Measures for the Introduction of Stock Options Program
Granting of Incentives to Directors Introduction of Performance Pay System

Supplementary Explanation Associated with the Releant Item

In order to link the remuneration of directors wéthareholder returns, LAWSON has adopted a compiensa

system that is linked to the Company’s financiafg@enance.

Variable compensation is paid in accordance withiags indicators such as EPS (consolidated netmecper share).
Regarding 5 non-executive directors, including Edsiono, Yutaka Kyoya, Sakie Akiyama, Keiko Hayasirid
Kazunori Nishio, variable compensation is not aggilie, as they are focused on their supervisoryadmisory roles

as the Company’s representative directors andeiBtrard of Directors meetings.

LAWSON introduced an incentive-type stock optiongmam.

Incentive-type Stock Options

We would like our directors to share with the shatders both the benefits brought about by theeiase in

LAWSON's stock price and the risks caused by drofhe stock price. We would also like to enhaneentiotivation

of our directors and boost their morale with regardaising the stock price and improving the perfance of

LAWSON. Therefore, we terminated the system of paynof retirement benefit allowances for directensd are
instead allocating incentive-type stock optiongweih exercise price of one yen. In addition, weetsat the maximum

amount of stock option remuneration for directdr8@0 million yen per year.

Recipient of Stock Options In-house directors, outside directors
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Supplementary Explanation Associated with the Releant Item

[Incentive-type Stock Options in FY2005]
Recipients: In-house directors and outside dirsctor
Number of Stock Options Granted: 22,400 share$réztbrs

[Incentive-type Stock Options in FY2006]
Recipients: In-house directors, and outside dirscto
Number of Stock Options Granted: 21,300 sharegréztbrs

[Incentive-type Stock Options in FY2007]
Recipients: In-house directors, and outside dirscto
Number of Stock Options Granted: 18,000 share$réztbrs

[Incentive-type Stock Options in FY2008]
Recipients: In-house directors, and outside dirscto
Number of Stock Options Granted: 26,400 share$réztbrs

[Incentive-type Stock Options in FY2009]
Recipients: In-house directors, and outside dirscto
Number of Stock Options Granted: 21,500 share$réztbrs

[Incentive-type Stock Options in FY2010]
Recipients: In-house directors, and outside dirscto
Number of Stock Options Granted: 18,900 share$réztbrs

[Incentive-type Stock Options in FY2011]
Recipients: In-house directors, and outside dirscto
Number of Stock Options Granted: 27,000 share$réztbrs

[Incentive-type Stock Options in FY2013]
Recipients: In-house directors, and outside dirscto
Number of Stock Options Granted: 26,900 share$réztbrs

[Incentive-type Stock Options in FY2014]
Recipients: In-house directors, and outside dirscto
Number of Stock Options Granted: 25,400 share$réztbrs

[Incentive-type Stock Options in FY2015]
Recipients: In-house directors, and outside dirscto
Number of Stock Options Granted: 13,500 share$réztbrs

* The above stock options are those with an exengesiod that hasn’t expired as of the end of thgress period,
and the numbers of shares are as at the timeud.iss
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[Matters Related to Compensation for Directors]

Scope of Disclosure (of Individual Compensation

for Directors) Only partial individual disclosure

Supplementary Explanation Associated with the Releant Item

In total 8 directors received paid compensatioRYi2015 of 261 million yen, including 5 outside diters who
received 55 million yen.
The above compensation amount consists of thewoitp remuneration in relation to FY2015:
(1) Basic compensation paid in FY2015
176 million yen to 8 directors (5 of which were side directors who received 39 million yen)
(2) Stock option remuneration

84 million yen to 8 directors (5 of which were ddesdirectors who received 15 million yen)

Furthermore, the total compensation of which cddatdéd compensation is over 100 million yen for the

representative director is individually disclosadhe Annual Securities Report.

Policy on Deciding the Amount of Remuneration

or its Calculation Method Vfes

Disclosure of the Policy on Deciding the Amount dRemuneration or its Calculation Method

Decision-making process and policy for the amodimemuneration paid to directors.

(1) Basic policy on decisions concerning the amoumeofuneration paid to directors
Regarding the amount of remuneration paid to dimscit is the Company’s basic policy to designrdmauneration
system in close correlation with shareholder retuvhile ensuring that it will function sufficienths an incentive for
the enhancement of corporate value, sustainabletlyrand improvement of operating performance, awrd each

director with a sufficient and adequate amountasfipensation for the execution of their duties.

(2) Decision-making process for the amount of remuiangiaid to directors
In order to enhance management transparency, tbergrof remuneration paid to directors is determiiaethe
board of directors meeting based on recommendakigrise Company’s Compensation Committee, whiclsists

exclusively of outside officers (4 outside direstand 2 outside corporate auditors).
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Members of the Nomination and Compensation Comanitte
Outside Director Emi Osono Outside Director Yutaka Kyoya
(Vice Committee Chairperson)
Outside Director Sakie Akiyama Outside Director keeHayashi
Outside Corporate Auditor Tetsuo Ozawa Outside Corporate Auditor Eiko Tsujiyama

(Committee Chairperson)

(3) Details of remuneration paid to directors
Remuneration paid to the Company’s directors is pmsad of basic compensation through cash paymeudts a

stock price-linked compensation through the grantihstock options.
[Basic compensation]
Basic compensation of directors is composed ofdfigempensation with fixed monthly payments and aldd
compensation, which fluctuates in response to thmgany’s financial performance for each period.
1) Fixed compensation
The amount of fixed compensation commensurate thighposition is determined based on standardslatgzliby
internal rules.
2) Variable compensation
In order to link the remuneration of directors withareholder returns, the Company has adopted permation
system that is linked to the Company’s financiaf@enance.
Variable compensation is paid in accordance withiags indicators such as EPS (consolidated neniecper share).
Regarding 5 nonexecutive directors, Emi Osono, Ratdyoya and Sakie Akiyama, Keiko Hayashi, and Keoru
Nishio variable compensation is not applicablehas/ tare focused on their supervisory and advisolgsras the

Company’s representative directors and in the bodirectors meetings.

[Stock price-linked compensation]
Stock options as stock-based compensation
By incorporating stock options as stock-based caorsgtion linked with stock prices as part of compdéing paid to
directors, the Company has a system in which manageshares with stockholders the benefits fromeain stock
price as well as the risks associated with a mtagine. The Company positions stock options aspesrsation that
is linked to medium to long-term improvement ofdtaporate value.
Exercise price on stock options as stock-based easgtion is ¥1 per share and the amount of unésted is
determined in accordance with the position of doex In addition, stock options as stock-basedpmsation can
be exercised only during designated periods aéttarement from office; directors are not allowedeteercise their
stock option rights during their term in office.

(4) Limit on the amount of remuneration paid to diresto

The limit on the amount of remuneration paid to @@mpany’s directors is determined at the generdting of
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shareholders in accordance with laws and regulation

1) Amount of remuneration paid to directors

Resolutions at the general meeting of sharehoklled May 24, 2001: ¥400 million or less per year
2) Amount of stock options granted to directors

Resolutions at the general meeting of sharehoklles May 27, 2014: ¥300 million or less per year
Policy on Decisions Concerning the Amount of Rermatien Paid to Corporate Auditors

1) Basic policy on decisions concerning the amoumeafuneration paid to corporate auditors

Regarding the amount of remuneration paid to catgoauditors, it is the Company’s basic policya@ward each
corporate auditor with a sufficient and adequatewmhof compensation for the execution of theiiehit

2) Decision-making process for the amount of remuiangiaid to corporate auditors

The amount of remuneration paid to corporate atslitbdetermined based on discussions among caepauditors
and is within the remuneration amount limit resdha the general meeting of shareholders.

3) Details of remuneration paid to corporate auditors

The Company’s corporate auditors receive basic emsgtion (fixed compensation) in cash.

The amount of basic compensation is decided basedliscussions among corporate auditors, taking into
consideration whether or not they are working diulbtime basis, and segregation of auditing dutigegarding
retirement benefits, the system itself was abotishe

4) Limit of the amount of remuneration paid to corgerauditors

The limit of the amount of remuneration paid to @@mpany’s corporate auditors is determined agémeral meeting
of shareholders in accordance with laws and reiguist

Amount of remuneration paid to corporate auditors

Resolutions at the general meeting of shareholed May 29, 2012: ¥80 million or less per year

[Support System for Outside Directors (Outside Corprate Auditors)]
The staff of the Board of Directors is in chargeadministrative tasks and communicating with thesiole directors.
Further, in the event of any incident or accidém, staff submits a report to the directors in ezade. The
Corporate Auditors Office supports the corporatditavs and 2 full-time staffs are assigned. Th# stembers are

in charge of assisting audit operations, admirtisgdasks and communicating with outside corposatgitors.

2. Matters Relating to Execution of the Business, Audit/Supervision, Designation, Compensation

Decisions, etc.
The Company’s Board of Directors is made up ofr@ators, including 5 males and 3 females, 5 of wlanenoutside

directors. The Board of Directors not only deciteportant management matters such as issues sédug laws and

regulations and the Articles of Incorporation, blg#go monitors the conduct of business operationssigdirectors. The
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Board met 14 times in FY2015. Furthermore, the Camyphas adopted an executive officer system andistat
authority to executive officers to expedite busnesecution. Moreover, the Company holds managemamncil
meetings (Executive Committee meetings, Manage®&ategy meetings) as a supplementary decisionagdlody
to the Board of Directors. The Management Couscihade up of directors, executive officers andsitivial officers
(and met 13 times in FY2015).

To ensure the effectiveness of the compliance systad risk management system, the Company has al@oce
and Risk Management Committee. Meanwhile, the HianReporting Internal Control Committee oversees
enhancement of internal controls around finan@gbrting.

Furthermore, in fiscal year 2015 the Compensatidrmigory Committee headed by committee chairpersetsub
Ozawa an outside corporate auditor, and vice committesrperson Emi Osono, an outside director, andisting of
4 other outside directors and 2 outside corporatiit@s was convened 5 times. The committee regdddhe Board
of Directors on methods for deciding the compensatif directors and company executive officers. €goning the
selection of candidates for directorial positioimsthe fiscal year 2015, the Nomination and Comptar Advisory

Committee took place consultations and proposéled@oard of Directors.

The Internal Audit & Correction Office, which ha8 tnembers, serves as the Company’s internal aivisiah and
reports directly to the chairman and CEO of the @any. This office conducts business audits, incigdiudits of

affiliated companies, to identify problems and gisovides guidance for improvements.

The Company has 4 corporate auditors, includinga®siand 1 females, 3 of whom are outside corpauadéors.
Corporate auditors attend meetings of the Boafdli@fctors and other important meetings where they express their
opinions. They also inspect important documents emtduct other activities in auditing the conduttdaties by
directors (The Board of Corporate Auditors’ meetimas held 16 times in FY2015).

The Company has signed an audit contract with Bieldouche Tohmatsu to conduct financial audit® Tompany
is subject to audits in accordance with the Japa@smpany Law and the Financial Instruments anch&xge Act.
There are no special relationships involving mutnéérests between the certified public accountamependent
auditor) and the Company. In close liaison with LB@N’s corporate auditors and LAWSON, the certiffptblic
accountant issues a report on its planned auditorg for each business period, and subsequentigssegular reports
on the progress of the auditing. During each bssimeeriod, LAWSON's corporate auditors and theifoedlt public
accountant exchange information and opinions whegrdgemed necessary to ensure the efficiency andaay of the

auditing process.

3. Reason for Choosing the Current Corporate Governance System
LAWSON adopts a corporate auditor system, with gpoate auditors, including 3 outside corporateitausl (3 of
whom are Independent Corporate Auditors), audithmgroles and responsibilities of directors. Thenpany has 8

directors, including 3 in-house directors and Ssimlgt directors, 3 of whom are Independent Directbh&e number of
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Board members has been kept to a minimum to speéukbwlecision-making process. Outside directasbso elected,
enabling the Company to incorporate insights andwkedge from a broader perspective, based on tfieef
independence and lack of conflict of interest vgtmeral shareholders, as well as to make appregtdgments on

important matters related to Company managemeci, asi developing companywide management strategies.
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IM 'mplementation of Measures Associated with Sharehders and Other
Stakeholders

1. Approach for Improving Notification regarding the Convening of the General Meeting of
Shareholders and Facilitating the Exercise of Voting Rights

Early Dispatch of Notice
of Ordinary General
Meeting of Shareholders

Exercising Voting Rights
by Electronic Means

Participation in Electronic
Voting Platform for
Institutional and Foreign
Investors and Other
Measures to Enhance

Availability of Notice of
General Meeting of
Shareholders (or
Summary) in English

Others

Supplementary Explanation

For the 41st Ordinary General Meeting of Sharehslda addition to distributing

the Notice of the Ordinary General Meeting of Shatders 22 days prior to the
meeting, a Notice of Ordinary General Meeting ofai®olders is posted on
LAWSON'’ s website (an English version is also pd¥rior to the date of shipment.

Company shareholders are able to exercise votigigtsriby electronic means,
beginning from the 34th Ordinary General Meetingbéreholders held in 2009 and
thereafter.

LAWSON is using the electronic platform for exenagsvoting rights offered by ICJ,
beginning from the 34th Ordinary General Meetin@béreholders held in 2009 and
thereafter.

An English version of the Notice of Ordinary Genevieeting of Shareholders has
been prepared and published on the website, begjninom the 26th Ordinary
General Meeting of Shareholders held in 2001 aacktdfter.

LAWSON endeavors to create a friendly atmosphecgdihary general meetings of
shareholders, such as by having reception persomeat the easily recognizable
LAWSON store uniform. Furthermore, following the ngpletion of meetings,
LAWSON makes available on-demand (video, audiajalimmaterials and a summary
of the Q&A session (Japanese language only)) ooditgorate website, as well as
releases the results of voting.
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2. Activities Related to IR

Regular explanatory
meeting for
analysts/institutional
investors

Posting of IR
documents on
LAWSON'’s Website

Establishment of
division to handle
IR (representatives)

Supplementary Explanation

In addition to the explanatory meeting at the toh&ull-year accoun
settlement and interim-term account settlement,dingctors hold ¢
telephone conference at the time of quarterly agteattlement tc
ensure timely disclosure is provided directly bg tepresentative.

In the interest of fairness of disclosure, we mlblthe disclosur
information, important information and materialstbé explanaton
meeting on our website as soon as is possible. i actively
provide disclosure in English for the benefit ofefign investmen
institutions and foreign private investors.

We assign IR representatives in charge of Corpdsatategy anc
Planning Division.
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3. Approach for Respecting the Position of Stakeholders

Internal Charter That
Respects Stakeholders

Environmental Protection
and CSR Activities

Development of Policies,
etc. for Providing
Information to
Stakeholders

Supplementary Explanation

LAWSON's corporate philosophy is “Creating Happisiesnd Harmony in Our
Communities.” In order to make this the corporatédgsophy of the entire Group
and bring this philosophy to reality, LAWSON hag eat its basic stance on all
stakeholders in the LAWSON Corporate Conduct Chantel this is made available
on the Company’s website.

Based on our “Corporate Philosophy” and the “Lawséroup Environmental
Policy”, we are contributing to the establishmeifitao sustainable society and
environment through our own environmental presésmaefforts and activities
conducted with customers.

[Our own environmental preservation effort]

We are reducing energy consumption, resource ngeyaste along the entire supply
chain. With the aim of reducing energy consumptbstores, in particular, we are
actively installing refrigerators and freezers thaé natural (CO2) coolants to help
curb global warming.

[Activities conducted with customers]

Through our bring-your-own bag and chopsticks cagmpand our CO2-offset
program, which is aimed at halting global warming, are helping our customers
protect the environment. In addition, at storesasiect money for the Lawson
Group’s “Happiness in Communities” Fundraising. Thepose of this fund is to
bring greenery to towns and assist children, aednbney is used to plant trees at
elementary schools nationwide, help children duthey reconstruction of Tohoku,
and so on.

These environmental and social initiatives are enm@nted mainly by Franchisee
Business Support Division (CSR Promotion Dept.)eyfinvolve the use of an
environmental management system (ISO 14001) aiGARycle.

+ Click here for more details of the Lawson Groupfsvieonmental and social
initiatives.

http://lawson.jp/en/csr/

- “Corporate Citizenship Report” and "Lawson IntegilaReport 2015”
http://lawson.jp/en/csr/

The company published “Basic Principles for Infotima Disclosure” and the basic
ideas of the disclosure of information to stakeboddn company’s website based on
“Basic rules for Information Disclosure” establishby Board of Directors and
relevant rules. Furthermore, to comply with relevaggulations, the company
promotes initiatives to stakeholders at Corporatat&gy and Planning Division,
Corporate Communications Division, Franchisee BessnSupport Divisiorand
Finance and Accounting Division.
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[Diversity Policy]
LAWSON's corporate philosophy is “Creating Happisiesnd Harmony in Our
Communities.” This corporate philosophy means ébuting to towns and growing
in happiness with them by acknowledging the diverseire of society, and creating
new products and services that correspond to emviemtal changes.
According to the differences in background factush as gender, nationality, age
and mode of employment, people are engenderedawitiriad of ways of thinking,
and in society itself there exist a huge varietgdfools of thought. Furthermore, in
order to grow as a member of the global communityam for improved corporate
value we have to intercommunicate with an arrapedple not just in Japan but
across the globe. We will therefore cast off all stereotyped views, ensure the
capabilities and potential of all employees inchgdivomen and those of other
nationalities are maximized, launch new innovatioasd try to achieve an
improvement in our corporate value. This is whatavéawson mean by the term
‘diversity.” Diversity is a strength that is irreg@eable for Lawson’s growth, and a
concept that we will wholeheartedly promote.

Others [Targets for the promotion of action by women]
With the qualitative goal of ‘A society where womean bring up children while
continuing to work,” we have set the numerical ¢éargf making 30% of our
managerial staff women by the year 2020.
[Initiatives and numerical targets concerning worireaction]
From the perspective of diversity, we have appdirgetotal of four women to
directorial or auditing posts, meaning that womenvraccount for 33% of the
directorship. With regard to the percentage of gemsl accounted for by women, in
2005 we set the target of ensuring 50% of thosedhiluring our regular intake of
newly graduated employees were women, and theibeuimas steadily risen year
after year. (As of fiscal year 2015, 16% of ouratgtersonnel were female.) As
initiatives to promote women in action we have iempénted female executive
training, set up the “Committee for Promoting Dsigy” as a discussion forum
between management and the workforce, and arramgeg opportunities for both
training and dialogue. And in July 2014 we estdidisthe “Happy Lawson Nursery”
within one of our business sites, thus supportingpleyees to continue working
while simultaneously bringing up children.

Matters Relating to the Internal Control System

1. Basic approach to internal control system and status of system development

Based on the improved and operating circumstanfcé®@receding “2015 Basic Policy for Improvemehtnternal
Control Systems”, which was resolved at the BodrB®icectors meeting held on February 16, 2016, Gloepany

passed the resolution called the “2016 Basic Pdicymprovement of Internal Control Systems” adigated below.

2016 Basic Policy for Improvement of Internal CohBystems

LAWSON is involved in a broad range of business dimrs, entertainment and home convenience busifieascial
services-related business, e-commerce businessultiog business and advertising business alonb ust core
convenience store business. LAWSON provides mubifes products and services through its immensmadfastores

in every prefecture in Japan in these wide-ranbumjness domains. In conjunction with these a@sjtLAWSON is
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subject to a host of laws and regulations andsis ekposed tdsks of loss (hereinafter “risks”). Because LAWS®N
convenience store business uses a franchise sytbiema,is a need to provide proper guidance arstasse to a large
number of franchised stores. In light of the nafreAWSON'’s business, an important theme for mamagnt is the
maintenance and operation of internal control systéhat can support sound and continuous businessthy

Accordingly, LAWSON has established “2016 Basici®ofor Improvement of Internal Control Systemse&(hinafter

“Basic Policy”), as outlined below, in accordanciéhvthe Japanese Company Law and its enforcemguotatons, as
well as the Financial Instruments and Exchange Ake Basic Policy will ensure that LAWSON's busises are
conducted effectively, efficiently and in a propeanner, ultimately helping to preserve and increaserprise value.
The Basic Policy is applicable to all company dfie (directors, corporate auditors, and other iddals of similar

rank; hereinafter the same) and employees (permatemporary, contract workers and other staff mersib

hereinafter the same).

1. Systems to Ensure Compliance of the Execution ¢y Directors and Employees with Laws and Ratguhs
and the Articles of Incorporation

(1) The Board of Directors shall determine the improgampolicies and plans for internal control systems
including those for compliance with laws, regulaand the like (hereinafter the “Compliance”), agckive
status reports thereof periodically.

(2) The Board of Directors shall maintain and improlve supervising function regarding the executiodutfes
by the Directors by electing outside Directors aroagoing basis.

(3) The Corporate Auditors shall independently auditéRecution of duties by the Directors, includihg status
concerning the improvement of the internal conggatems.

(4) The Internal Audit Department, which is independenitn the business-executing bodies, shall audistatus
concerning the improvement of the internal congysitems, and recommend improvements thereof, aseeq

(5) The Board of Directors shall maintain and raiseaWareness of officers and employees regarding tange
by thoroughly disseminating the LAWSON Group CodeCmnduct and the LAWSON Ethical Mission
Statement by measures including, but not limitedafgpointing a Chief Compliance and Risk management
Officer and establishing a department that overseswliance, assigning personnel in charge of campé to
each department, streamlining the rules in relatmncompliance and providing training on ethics and
conducting compliance awareness surveys on a pefiagis.

(6) The Legal Affairs Department shall be reinforcedaxify foundations for complying with legal regqaiments
by identifying the laws and regulations applicailol¢he Company’s businesses and communicatingdhiet
thereof to the relevant departments and secticsedtally for compliance with “Act on Prohibitiori Brivate
Monopolization and Maintenance of Fair Trade” afti¢ Subcontract Act” and etc, the Company shailestr
to disseminate information of applicable laws aggutations to employees.

(7) The Company shall establish and upgrade normalrtiegoroutes for reporting any violations of laws,
regulations or internal rules, and by establisttiogsulting and reporting point (internal contadnpsy a group-

wide consulting contact point and a consulting aohpoint for employees and business counterpdidies
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LAWSON's franchised stores) that fully protect inftants, the Company shall strive for early detecté
violation or possible violation of laws, regulat@retc. across the entire LAWSON chain.

(8) The Company shall never become involved with ant&@dorces or bodies that threaten the order aodrity
of society, and shall take a firm stance on and dith improper demands by consulting with lawyeits

police and the like.

2. Systems to Preserve and Manage Information Pertatonithe Execution of Duties by Directors

(1) The Company shall record, preserve and managenation relating to decision making at important tiregs
such as those of the Board of Directors and thedgament Council, and authorizing documents, inclydi
those approved by the President as well as finemderical and risk- and compliance-related infation
(including information contained in electromagnetiedia). Moreover, the Company shall put in plasgsaem
allowing relevant parties to inspect the aboverimation.

(2) The Company shall manage and monitor its informmagigstems in a secure manner, in addition to mainta
the system by sufficiently taking into account ¢ogéncies.

(3) The Company shall establish and maintain rulesrdégg the storage and management of documentsi¢iimg)
electromagnetic recording media), keep everyorarinéd about the responsibility and authority focutnent
management, document storage periods and managenahods, and periodically monitor the status of
document storage and management.

(4) The Company shall establish regulations regardiegsafeguarding of personal information and managém
of confidential business information, and shallgedy and safely store and manage personal inféomaind
important confidential business information.

(5) The company shall appoint chief information seguadifficer and establish departments to generaliytrod
information security. The company also shall sttivestablish information security system for Law§roup
in order to promote information security risk mamagnt and System Technology Security interactiaely
comprehensively,

(6) The Company shall establish and maintain rulesrdigg the disclosure of important Company informafi
and upgrade the system for disclosing informatih@t must be disclosed according to the requirenadrgsvs,

regulations and stock exchanges, in an approptiately and fair manner.

3. Rules and Other Systems Regarding Risk Management
(1) The Company shall establish a department to oveliskemanagement, and improve rules related to risk
management and group-wide risk-prevention systamisgl normal operations. Furthermore, each depatme
shall identify risks that might have adverse effexrt the Company’s management in connection véthusiness
purposes, analyze the probability of such riskdetmaterializing and their impact, and evaluatestivar
intensive countermeasures should be taken as fpaeasures tailored to the nature of risks.
(2) To ensure the effectiveness of risk management, Gbepany shall establish a specialist committee

(“Compliance & Risk Management Committee”), andifyathe authority and responsibility of the comta#
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and its chairperson. Furthermore, the Company shaliéavor to increase awareness about risk manateme
assigning risk management staff to departmentsaasdciated companies and conducting risk management
training.

(3) The Company shall develop contingency systems amuulate policy for contingency-response bodies in
advance to prepare for the occurrence or possduercence of unanticipated situations or eventsghvimight
have adverse effects on management of the Comjrargrder to provide a quick response to any actual
occurrence thereof and to take effective measorpselvent a reoccurrence.

(4) The Company shall work to formulate a businessioaity plan (BCP) and establish a business cortnui
management (BCM) system in order to minimize the&rugition to operations of events that could have a
detrimental impact on the Company, such as a nihgaister or outbreak of a new strain of influerimaorder
to be prepared for major earthquakes, the Comphaly sonduct disaster prevention drills three tiraegear

while working to improve effectiveness of the “Désar Countermeasure Manuals” and the “BCP” system.

4. Systems to Ensure the Efficient Execution of DuligDirectors

(1) The Company shall clarify the functional authoidtyd responsibility of corporate officers and emplesy for
decision making and execution of business affdire Company shall also improve rules for the dorisof
duties to ensure and encourage more appropriaigiativof duties and collaboration among organizetio
bodies.

(2) The Company shall work to raise operational efficie by simplifying business processes, streamlitivey
organization and making appropriate use of IT.

(3) In order to promote the proper communication obinfation and communications between officers and
employees, the Company shall improve systems bghwiianagement guidelines and policies are dissésina
to employees by corporate officers, and importahd information is properly communicated by empmey to

corporate officers in a timely manner.

5.Systems to Ensure the Propriety of Business Ope&atConducted by the Corporate Group Consistinthef
Company and Its Subsidiaries
(1) Systems for reporting to the Company matters caonegrthe performance of duties by directors etc. of

subsidiaries and systems for ensuring that thepaeince of duties by directors etc. of is efficient

A. The Company shall endeavor to maintain and enhdnmeceAWSON brand through close collaboration with
subsidiaries and affiliated companies (hereinaftdssociated Companies”). However, with regards to
affiliated companies, the Company will work to ésdigh and maintain systems through phased impleatient
taking into account such factors as relations witter leading shareholders, difference in lawsule@gpns
and business customs and the like of foreign camtr

B. While respecting the independence of related comepawe take into account the reasons that the @aynp

has taken a stake in the related company, and wbegssary, we engage in negotiations or provideady
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related companies and operate a system for regeigports from them.

(2) Rules and other systems concerning risk managetmerstubsidiaries and systems for ensuring that the
performance of duties by directors etc. and empeyaf subsidiaries conforms with the law and oticles

of incorporation

A. While respecting the independence of Associatedgamies, in view of the purpose of the Company’stgqu
participation in Associated Companies, the Comparall establish Group regulations such as basicipsl|
for the management of Associated Companies and geament policies thereofnd keep the Associated
Companies fully informed of the LAWSON Group CodeCainduct.

B. The Company shall appoint designated people atmAagociated Companies to be responsible for priomot
compliance and risk management. Moreover, Compdiaare Risk Management Office of LAWSON group
also holds meeting with People in charge of Comgltaand Risk Management in Associated Companias at
regular basis to check and maintenance developoiégsociated Companies and give advices if necgssa
The Company ensures appropriate business operativoss the entire LAWSON Group.

C. The Company will establish a system that the pedapleharge of Compliance and Risk Management in
Associated Companies will report immediately to @@mpany if they are aware of the situation cowddh
Associated Companies.

D. The Internal Audit Department shall cooperate initng the status of establishment of internal oaint

systems at Associated Companies, and promote iraprents based on the results of audits.

6. Necessary Systems to Ensure Proper Financial Regdry the Company and its Group of Companies

(1) The Company shall enhance systems for prepariagdial statements according to laws and regulationis
accounting standards and disclosing same after b@se been discussed, examined and confirmed in
accordance with regulations governing informatiéscldsure, in order to report financial informationa
proper and timely manner.

(2) The Company shall establish a dedicated interngdrozation in order to properly implement the intdr
control reporting system required by the Finantiatruments and Exchange Act, as an internal cbfdro
financial reporting. Furthermore, the Company shatablish a system for self- and third-party eatidun and
improvement through the identification and recogdif business processes at important business baddke
status of Companywide internal controls. The Compstmall report regularly to the Board of Directdihe

results of evaluations and improvements made attimapany and important subsidiaries.

7. Matters Concerning Employees Where a Corporatetdutiequests Employees to Assist With Duties
(1) The Company shall assign appropriate personnehgcAuditors’ Office as employees exclusively toistss
Corporate Auditors in the execution of their dufilesreinafter “Corporate Auditors’ Staff”).

(2) Corporate Auditors’ Staff may serve concurrenthCasporate Auditors of Associated Companies.
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(3) Corporate Auditors’ Staff shall have the authotdyconduct investigations necessary for audits bgpGrate

Auditors following the instructions of Corporate ditors.

8. Independence of Employees from Directors in the@&limg Item
Performance reviews of Corporate Auditors’ Stafilshe conducted by the Standing Corporate Auditors
ensure that Corporate Auditors’ Staff carry ouirtideities appropriately. Personnel changes redhieprior

consent of the Standing Corporate Auditors.

9. Systems for ensuring that directors and employétdsecCompany and directors etc. and employeeslididiaries

make reports to corporate auditors and other syst@mcerning reports to corporate auditors

(1) Directors and employees of the Company shall reprogiortant corporate management and business
administration matters, as well as the status andlts of the execution of their duties, to Corporauditors
so that the Corporate Auditors can carry out thefies effectively. Such important matters incledenpliance-
and risk-related issues and other matters reladimgternal control.

(2) If directors become aware of any fact or event Wilitlikely cause the Company to suffer signifitatamage
or loss, they shall immediately inform the BoardCafrporate Auditors.

(3) Reports to Corporate Auditors shall basically belenm good faith without fail, and shall be mademptly if
required in addition to periodic reports.

(4) The Company will establish a system for cross-@eleconsultation and reporting content will teported to

the auditors in a timely manner.

10. Other Systems to Ensure Effective Audits by Corfmfauditors

(1) The Representative Directors and Corporate Audishall have regular meetings to enhance smooth
communications with each other.

(2) Directors shall cooperate with the Corporate Auditwith regards to communications, the collectionl a
exchange of information and so on between the Gatpd\uditors and the corporate directors and ikeedf
Associated Companies so that the Corporate Auditmsperform their duties appropriately.

(3) Directors shall also cooperate in conducting swsvely significant business partners, which the Crafeo
Auditors deem necessary.

(4) Directors shall enable the Corporate Auditors tilaborate with outside experts such as lawyerscantified
public accountants, if any Corporate Auditor de@megcessary in executing his/her duties.

(5) Legal Department, Risk Management Department, mateAudit Department, Finance and Accounting

Department and others will assist in thecessary audit investigation by the request o#thbtor.
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|:| Present Status of Internal Control Systems

1. Present Status of Compliance System and Risk MamagieSystem

LAWSON has appointed Compliance and Risk Managemaeln¢ in charge of the promotion and establishroént
compliance and to oversee risk management, anédtablished a Compliance and Risk Management Offitte
dedicated staff members. LAWSON has also assigie@ (Corporate Risk Management Officer) and complan
officers to respective divisions of the head offased LAWSON branches nationwide. In addition, tr@mpliance
and Risk Management Committee, a specialist coraenitbnsisting of compliance officers as its memhsrgut in
place to ensure compliance with laws and the é¥fecess of risk management, the understandingsaésand the
preparation and implementation of measures to ptewésconduct.

(1) Present Status of Compliance Systems

To continually comply with the law, and always ntain corporate conduct in line with generally adeep
morals and societal expectations, LAWSON maintaing refines its rules related to compliance andiaots
compliance training on a regular basis throughaedig and group training by job type. Also, in lar2014,
LAWSON revised the LAWSON Corporate Conduct Charéerd the LAWSON Code of Ethics. Furthermore,
LAWSON released the LAWSON C&R Handbook, which o the scope of conduct that the aforementioned
documents cover, and is making efforts to ensue its employees maintain and improve awareness of
compliance through their work.

In addition to the employee awareness survey tagatl our employees, LAWSON has sent out questiines
to its business partners (including the businest@s of our major subsidiaries). Through suchstjganaires,
we have gained an understanding of the problemsissus related to compliance promotion activiaes
transaction styles, and based on this knowledgeare@eviewing and improving our compliance sysfeam a
wide perspective.

LAWSON has also established reporting and consulsgstems (internal contact points, a group-wide
consulting contact point and a consulting contaittfor employees and business counterparties AWSON’s
franchised stores) to maintain a system for detgand coping with internal problems at an eaidgst

(2) Present Status of Risk Management System

We at LAWSON maintain and refine the rules conaggnmisk management, and place priority on threeomaj
risk areas: product quality and hygiene contraiadcurity, and natural and other disasters. W& baiprepared
for all types of emergencies that may arise, angtldg a system by which we can provide a swift oese.

Under ordinary circumstances, the Compliance astt Rianagement Council is held once every month. The
council and its subordinate committees evaluatesyigstablish responses to those risks, and apret@nt those
risks from developing into an incident such as layifying priorities for resolving problems, fornating and
promoting prevention strategies, and managing tbegsses of problem solving.

If a risk develops into an incident, an emergerisly response committee is established to contarntident
and to minimize damage to operations. The emergesgyonse committee gets to the bottom of whabfact

caused the incident and from this analysis, takeasores not only to restore any loss of trust aedgmt such an
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incident from occurring again, but also to furtimprove LAWSON's ability to manage risks througteddack
to employees in training sessions.

Moreover, we keep Disaster Response Manuals at@amir business establishments (and at each dlivis
the head office). Also disaster response directamasontained in the various store manuals pravidestores. In
the case of a large-scale disaster, LAWSON wiluped disaster response headquarters to provididtaesponse.
These manuals are reviewed periodically and updatedidress any problems identified through thisaster

drills per year.

2. Present Status of System Concerning the Storag&andgement of Information Relating to the Exeaqutid

Duties by Directors

(1) Present Status of System for Recording, StoringMardaging Information Relating to Decisions Madethg

Board of Directors, Executive Committee and otheciBion-making Bodies, Information Relating to Déans

Made by Representative Director and Other Imporetisions, and Information Relating to Compliaacel

Risk Matters

1) Storage and Management of Information Relating ¢éziflons Made by the Board of Directors, Executive

Committee and Other Decision-making Bodies

To ensure the accountability of the representatirector, written proposals and minutes of meetargsrecorded

and stored. The original minutes of Board of Dioest meetings for the most recent ten years ar@eytp

maintained in a book vault at the executive offifehe headquarters, and after ten years the afigiroposals
and minutes of the Board of Directors’ meetings stcged permanently in outside storage under sectirity.

The minutes relating to decisions made by the BxesCommittee and other decision-making bodiestlier

most recent year are properly maintained in thekb@uilt in the executive office of the headquartersl after

one year these minutes are stored permanently dgutside storehouse under strict security.

2) Storage and Management of Approval Documents arntiéViContracts

In November 2012, we introduced an electronic apgirgystem, totally eliminating the need to usequdpr

approval documents including attachments. Inforomatelating to decisions made by the presidentathdr

important decisions prior to the introduction oethystem is recorded and stored as follows to enthe
accountability of the representative director atftbodecision-makers:

A. Approval documents by representative directahwaitachments for two years are maintained iretezutive
office of the headquarters. After two years, suobuinents are stored in an external storehouse whder
security.

B. Approval documents other than those by represiertdirector, including approval documents foarmrhes
are collected by the General Affairs Office, andsh documents are transferred after one year $tobed in
an external storehouse under strict security.

Written contracts are stored as follows:
A. Franchise agreements and store lease agreemelniding any attached memorandums, which constitug

foundation of LAWSON's business, are stored in @emmal storehouse under strict security immedyatelon
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conclusion of the agreement.
B. Other written contracts are stored in securé&dddocations at each responsible division or ireaternal
storehouse under strict security control for seyesrs after expiration of the contract period.
3) Storage and Management of Information Relatingdmfliance and Risk
To ensure the accountability of the Compliance Brgk Management, the written background and minafes
meetings are recorded and stored under strictisgddiith the approval of the Compliance and Risaldgement,
the Compliance and Risk Management Office’s gemaeadager deals with requests for access to sucmtds.
4) Storage and Management of Minutes of Meeting Boditser Than the Above and Other Important
Documents
The staff of responsible divisions store and mariagse documents at their own discretion.
(2) Present Status of System Concerning Managementvemmgtoring of Information System as Well as Proper
Maintenance of Such Systems for Contingencies
Under LAWSON'S Information Security Policy, the éamfmation System Management Rules prescribe malttats
should be observed by related divisions for theppse of maintaining and improving information séguand
enhancing the reliability, effectiveness and edficiy of our information system. In this way, we ntain the
secure management and operation of systems andritept proper preventive measures and procedurtés in
event of a contingency.
These rules apply to matters relating to the plagynilevelopment, maintenance and operation ofrtleernation
system, information system equipment, and relatedities. They prescribe not only matters to beesbed by
users, but also management in the event of a éaituthe information system, the management of ghsuim the
system, the management of outsourcing, the manadeofiesystem security, access management, pragct r

management, business continuity management, campliand other relevant matters.

3. Internal Control by the Certified Public Accountant

LAWSON has an audit contract with Deloitte Touclwhatsu (“Tohmatsu”). There are no special relatiqrs
involving mutual interests between LAWSON and Totsueor any of the staff of Tohmatsu engaged intagli
work for LAWSON. In close liaison with LAWSON'’s cporate auditors and LAWSON, the certified public
accountant issues a report on its planned auditimds for each business period, and subsequentlesssegular
reports on the progress of the auditing. Durindhdassiness period, LAWSON's corporate auditorstaedcertified
public accountant exchange information and opiniwhserever deemed necessary to the efficiency acuracy of
the auditing process.

The corporate auditors received a natification ftbmaccounting (independent) auditors that theyaling steps
to improve the “system for ensuring appropriatecexien of duties” (matters specified in the itemmlear Article
131 of Corporate Accounting Rules) in accordancth whe “Quality Control Standards Relating to Audit
(Business Accounting Deliberation Council, OctoB@y 2005) and other standards, and requested exjgas when
necessary.

If an accounting (independent) auditor violatesnringes the Corporate Law of Japan, or the dedifPublic
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Accountants Law, and if the Board of Directors dedénmecessary, the Board of Directors shall sularpitoposal to
the General Meeting of Shareholders to dismisobreappoint the aforesaid accounting (independamtjtor after
receiving the agreement of the Board of Auditaf&t.is deemed that the aforesaid accounting (iedelent) auditor
fits any of the circumstances prescribed in anmitd Clause 1 of Article 340 of the Corporate Léhe Board of

Auditors can dismiss the aforesaid accounting (edeent) auditor by unanimous decision.

4. Present Status of System to Ensure AppropriatenBasiActivities in Group Companies

LAWSON has designated a compliance and risk manageafficer at its subsidiaries. The Compliance Risk
Management, these officers and the person in clidrgffiliated companies at LAWSON attend bimonthigetings
of LAWSON's Affiliated Company Compliance Office@ommittee, where information and knowledge is stare
with the LAWSON group. In this way, LAWSON not ont@n prevent misconduct and other issues from dogur
but also can maintain and implement a system &witt response to any such incidents.

To support sound management at its affiliated comngsa LAWSON dispatches or loans directors/corporat
auditors and employees to these companies. Invdns LAWSON not only helps to ensure the businesddabe
affiliated companies operate appropriately anctigffitly, and but also communicates and sharesrton with
the affiliated companies.

Through the annual business audit of the affiliatechpanies, LAWSON's internal auditing departmemtunally
confirms issues with these companies as requinetlyding issues relating to the maintenance ofties required
for the affiliated companies, etc., and providestrinction and assistance for the improvement anidter@ance of
such rules. The affiliated companies report theanagement issues and conditions at the time ofanquarterly
and monthly account settlement. LAWSON providedrutgion and assistance as required to solve manaige
issues at the affiliates. Moreover, corporate augibf the affiliated companies participate in Goup Auditors
Liaison Meeting hosted by LAWSON'’s corporate auditoAt this meeting, the progress of auditing agés is
mutually confirmed and LAWSON's corporate auditasplain key auditing points as required. In thisywa
LAWSON provides the cooperation and support th@arate auditors of the affiliated companies reqtorexecute

their duties.

2. Basic Approach towards the Exclusion of Antisocial Forces and its Present Status
1. Basic approach towards the exclusion of antdorces
LAWSON, considers the prevention of damage fronisantal forces to be an important part of ensupngper
business activity and in its “2016 Basic Policy foyprovement of Internal Control Systems” it cla$ this by
“The Company shall never get involved with antisbdorces or bodies that threaten the order andriggmf
private society, and shall take a firm stance gnatified demand in cooperation with lawyers, tlodige and the

like.”

2. Present status of the exclusion of antisociale®

LAWSON provides a statement of principle concernthg exclusion of antisocial forces in the LAWSON
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Corporate Conduct Charter and the LAWSON Code ®icEtand the entire organization takes a collective
response to such matters.

With respect to internal controls, the office tliiegrates the response to a matter concerningnprstified
demand by antisocial forces (hereinafter “officep@nding to antisocial forces”) provides centrahtool of
information relating to antisocial forces. Not onll it give support to organizational frameworks sever
relations with antisocial forces, it will also warkcooperation with the National Police Agency #imel prefectural

or metropolitan police department. The office rasping to antisocial forces will consult the abowstitutions
when responding to an unjustified demand from anii forces.

We formulated the “Transaction Policies of the LADI$ Group” in September 2010 to deal with this issaess

the entire supply chain.

Others

1. Matters Related to Defense against Takeover

Matters Related to Defense against Takeover None

Supplementary Explanation Associated with the Releant Item

Nothing to report

2. Other Matters Related to the Corporate Governance System
[Outline of the timely disclosure system]

(1) LAWSON has assigned the Director of the Corff2ommunications Division to be in charge of tiynel
disclosure, with departmental responsibility fadlito the Corporate Communications Division. Thegllspromote
understanding of the importance of timely discleswithin the Company.
(2) The Company’s employees are required to repahd consult the person in charge of timely disate with
regard to any information they deem important. fremnore, the person in charge of timely disclopagses on
such information to the Director of the Finance Aedounting Division in order to determine whetlies
information constitutes insider information.
(3) With regard to information regarding which coliation or reporting is made, the person in charfgmely
disclosure seeks the advice of the director ingdnaihe Director of the Corporate Strategy and ietanDivision,
the Director of the Finance and Accounting Divisand other relevant departments concerning thessagef
disclosing the information in a timely manner, wtatisclose, and the timing of disclosure in oreensure
timely disclosure of appropriate information.
(4) LAWSON set basic regulations governing inforimatdisclosure in August 2006 to establish an imaésystem
for the disclosure of important information. Witkgard to insider trading, the Company establiskgdlations to

prevent insider trading in July 2000 and develapoaitoring system.
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[Reference: Organization]

Corporate Governance and Internal Control Systems
(As of June 1, 2016)

General Meeting of Shareholders

Appointment Appointment Appointment
wand dismissal wand dismissal and dismissal
Board of Directors Board of Corporate Auditors Auditing and
Consul Outside directors: 5 Outside corporate auditors: 3| dismissal \ 4
L P (3 of whom are Auditing (3 of whom are independd - .
ggmg]:ﬁg);igﬂ( < independent Directors) ¢ Corporate Auditor) Y Certified Public
Advisory Committed Propos In-house directors: 3 In-house corporate auditors: L Accountant
> Total: 8 Total: 4
Appointment, dismissd|
and supervision Discussion and reporting Auditing Account auditing
Y. \ 4

(Operational Organization)

Chairman and CEO

President and COO

Financial Reporting Internal
Control Committee

Comments
< Lawyer

Internal Audit Division Management Council Compliance and Risk
Meeting Management

Compliance and Risk

Internal auditing and Management Committed

guidance for improvement

Risk management,
planning and execution of
compliance measures

Operating divisions/Corporate divisions

Investment
\ 4

Subsidiaries and Affiliatep
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