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The current status of Lawson’s corporate governance is as follows:

n Basic Approach to Corporate Governance, Capital Structure, Corporate
Attributes, and Other Basic Information

1. Basic Approach
We place great importance on stakeholder under corporate philosophy “Creating Happiness and Harmony in Our
Communities,” and strive to maximize enterprise value by making Lawson stores a place where -
1. the customer is always made to feel welcome
franchised store owners can feel that they are realizing their full potential

part-time staff and workers on short-term contracts can develop their skills and grow as a result of their own efforts

2.

3

4. suppliers and service providers see their dreams take shape

5. employees can take pride in their work and really feel a sense of being useful to the society

6. sharcholders can contribute indirectly to society and invest in their dreams for the future, and
7. members of customer communities can feel welcome and safe.

These are our goals, and the realization of these objectives will contribute to the maximization of enterprise value. To
this end, we will continue to ensure that laws and regulations are strictly observed, and social codes of conduct are
honored. In accordance with Lawson’s corporate philosophy and the Lawson’s Code of Ethics, we will give attention to
people requiring support. Moreover, we believe it is important to increase management soundness and transparency as
well as to raise corporate governance standards through compliance and rigorous disclosure.

Based on the above basic approach, regarding basic views on composition of Board of Directors and policies in the
appointment of officer, please refer to section 1.1 “Basic views on composition of Board of Directors and policies in the
appointment of officers” in “Basic Approach” in this report.

Lawson became a subsidiary of Mitsubishi Corporation on February 15, 2017. However, from the viewpoint of
minority shareholder protection, we will continue to strive to build appropriate governance as an independent listed
company.

[Reasons for not implementing all the principles of the Corporate Governance Code]
The Company is implementing all the principles of the Corporate Governance Code.
[Disclosures based on each principle of the Corporate Governance Code]

The Company’s initiatives in the area of corporate governance are described not only this report, but also in convocation
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notices for shareholders’ meetings, annual securities reports, integrated reports, and so on.

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

<Principle 1-3 Basic Strategy for Capital Policy>

The Company has declared ROE (return on equity: consolidated profit as a percentage of owners’ equity) as a key
performance indicator, and regarding medium term management vision, it is endeavoring to achieve a ROE of over 15% in
fiscal 2021.

Regarding measures to return value to shareholders, our basic policy is to pay steady and stable dividends while retaining
sufficient reserves to develop our business in the future. We are also flexible about acquiring and retiring our own shares
when necessary as another means, alongside profit distributions, of serving the interests of shareholders.

Note that we endeavor to employ retained reserves to raise our corporate value by allocating them to essential business

investments such as opening new stores, refurbishing existing stores, and launching new businesses.

<Principle 1-4 Policy on Strategic Holdings and Standards Concerning the Exercise of Voting Rights in the Case of
Strategically-Held Shares>

The Company sometimes holds shares strategically for the purposes of raising its value over the medium to long term
through partnerships with other companies, but from time to time we review the reasons for these strategic shareholdings,
taking into account, for example, their impact on increasing our corporate value. Furthermore, when acquiring or disposing
of listed shares, we ensure compliance with insider trading rules.

Regarding voting rights in the case of strategically-held shares, given that our primary goal is to raise the Company’s
value, we examine each proposal from the standpoint of whether it will increase the sharcholder value of the investee
company over the medium to long term, after which we exercise our voting rights accordingly. Furthermore, if we need to
confirm, for example, the purpose of a proposal, we engage in dialog with the investee company before deciding how to

exercise our voting rights.

<Principle 1-7 Framework for Confirmation of Related Party Transactions>
In its rules for the Board of Directors, the Company has designated competitive transactions, personal transactions, and
conflict-of-interest transactions by directors as requiring Board approval, and ensures that directors are aware of this.
Furthermore, the same rules also stipulate that transactions executed with the approval of the Board be reported to the Board
once every three months. Moreover, a system is in place to ensure that transactions with major shareholders do not

compromise the interests of the Company or its shareholders.

<Principle 3-1 Voluntary Information Distribution>
(1) Company business principles, business strategies and business plans
The Company has formulated its corporate philosophy as a basis for all its corporate activities.

[Corporate Philosophy]
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“Creating Happiness and Harmony in Our Communities”

Furthermore, under this corporate philosophy, the Company has set a new vision in order to clarify its goal and orient all
business activities toward these goals.
[Vision]

“To be a leading company in execution.

Think through customers’ needs and changes, execute with speed and become an essential part of our communities.”

At the same time, in order to succeed this vision, we also have revised code of conducts to clarify the actions required

for the individual and to move forward with everyone united.

[Code of Conduct]

1. Think as customers, communities and stores

2. Master the basics and strive to innovate.

3. Improve the quality and speed of the Plan-Do-Check-Act cycle.
4. Act with discipline, take initiative and succeed as a team.
5

Grow as individuals and support the growth of our team members.

For details of our business strategy, please refer to our website.

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

(2) Basic views and guidelines on corporate governance

For our basic views and guidelines on corporate governance, please refer to 1.1 “Basic Approach” in this report.

(3) Board policies and procedures in determining the remuneration of directors
For the Company’s policies concerning remuneration for directors and corporate auditors, please refer to section II.1
“Matters Related to Compensation for Directors” in “Disclosure of the Policy on Deciding the Amount of Remuneration

or its Calculation Method,” in this report.

(4) Basic views on composition of Board of Directors and policies in the appointment of officers
The Company has appointed persons who have different expertise and experience as director candidates so as to ensure
diversity as a whole of the Board of Directors and to make appropriate decision making and supervision.
Furthermore, in addition to “Independence Standards” determined by the Tokyo Stock Exchange, Inc., we have established
“Criteria for Determining Independence” and appointed several independent officers who are unlikely to develop conflicts
of interests with ordinary shareholders in order to strive to make clear about the transparency and fairness of management.
Regarding the number of directors, the number of directors is limited to eleven persons in our company, and we will
establish a framework that allows both the adequate consideration at the Board of Directors and the maintenance of the

mobility of the inquiries while by introducing the executive officer system, we can categorize management decision-
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making and supervision and business execution and establish a system that enables quick decision making and business
execution.
Regarding Corporate Auditors, we appoint persons with knowledge and expertise such as finance, accounting, risk

management, law necessary for audit duties.

<Officer Selection Standards and Procedures>

Based on the above policy, we have set up an “Officer Appointment Standard” and “Criteria for Determining Independence”
as follows. In addition, we established "Nomination and Compensation Advisory Committee" as an advisory committee to
declare candidates for director and representative director to the Board of Directors. Currently, 5 of 6 members of the

committee are independent and report under system with high degree of independence.

<Officer Selection Standards>
+ Have a strong affinity with the Group’s corporate philosophy of “Creating Happiness and Harmony in Our
Communities”
+ Have the ability to contribute to delivering sustainable growth to the Group and increasing its corporate value
+ An absence of mental or physical health problems that would hinder their ability to perform their duties
* Popularity, dignity, and impeccable ethics
+ Have objective decision-making abilities and gifted with both foresight and insight
+ Have extensive experience and insight in such as corporate management and specialized fields
* Be able to secure enough time to do the job line
+ An absence of interests or business relationships that would have a material effect on the performance of their duties
* Not disqualified under the Companies Act

* Regarding independent officers, not conflict with “Criteria for Determining Independence”

<Ceriteria for Determining Independence>

*+ A person or person who works for a party for whom the Group is an important business partner

Refers to the case of a business-partner group that supplies products or services to the Group where the amount of
business conducted between the Group and the business-partner group in the preceding business year was 2% or more
of the business-partner group’s consolidated sales
+ A person who is an important business partner of the Group or person who works for a party that is an important business
partner of the Group

Refers to the case of a business-partner group to which the Group supplies products or services where the amount of
business conducted between the Group and the business-partner group in the preceding business year was 2% or more
of the Group’s consolidated sales (gross operating revenue)
* A consultant, accounting specialist, or legal specialist who receives large amounts of money or other assets other than

officer compensation from the Group
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Refers to a consultant, accounting specialist such as a certified public accountant, or legal specialist such as an attorney
who receives money or other assets other than officer compensation from the Group and has received 5 million yen or
more per year in each of the past two years from the Group
+ A major shareholder of the Company (if the shareholder is a corporation, a person who works for that corporation)

+ A close relative of the person works for the Group
+ A close relative of the person is a non-executive director or an accounting advisor of the Group (if the independent

officer is an outside corporate auditor)

(5) Explanations of each appointment/nomination when the Board of Directors appoints nominates director and
corporate auditor candidates based on (4) above
The Company includes the reasons for selecting director and corporate auditor candidates in convocation notices for

shareholders’ meetings

<Supplementary Principle 4-1 (1): Overview of Scope of Matters Delegated to Management by the Board of Directors>
The Company specifies matters that require a resolution of the Board of Directors in its rules for the Board of Directors,
guidelines for the Board of Directors, and so on, and has also deemed that matters prescribed by law or in its articles of
incorporation, as well as important matters concerning the Company and Group companies, be decided by Board
resolution. Furthermore, with the aim of clarifying management responsibilities and speeding up decision-making
through the delegation of authority, in 2002 we introduced an executive officer system. Under this system, matters
concerning business execution other than those stipulated in the rules for the Board of Directors are delegated to the

Executive Committee, which comprises personnel of senior executive officer level or above.

<Principle 4-9: Independence of Independent Outside Directors and Criteria for Determining Independence in Practice>

Described in “(4) Basic views on composition of Board of Directors and policies in the appointment of officers” above.

<Supplementary Principle 4-11(1): Views on the Balance of Knowledge, Experience, and Skills of the Board of
Directors as a Whole and the Diversity and Size of the Board of Directors>
Regarding “Views on the Balance of Knowledge, Experience, and Skills of the Board of Directors as a Whole and the
Diversity and Size of the Board of Directors” of the Company, please refer to “Basic views on composition of Board of
Directors and policies in the appointment of officers.” As of June 1, 2017 there are 8 directors (of which 3 are outside
directors) and 4 corporate auditors (of which 3 are outside corporate auditors). Furthermore, we are aggressively

promoting women to officer positions, and as of June 1,2017, there are 4 female officers (3 directors, 1 corporate auditor).

<Supplementary Principle 4-11(2): Concurrent Service by Directors and Corporate Auditors>
We disclose information on directors and corporate auditors of the Company who hold concurrent posts as officers of

other listed companies in convocation notices for shareholders’ meetings.
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Information on directors and corporate auditors of the Company who held important concurrent posts as of the date
this report was updated is presented in “Matters Related to Directors” and “Matters Related to Corporate Auditors™ in

section II.1 of this report.

<Supplementary Principle 4-11(3): Overview of Analysis/Evaluation of the Effectiveness of the Board of Directors as a

Whole>

With the aim of ensuring the effectiveness and enhancing the functions of the Board of Directors, the Company had
each of its outside directors and outside corporate auditors perform a “self-evaluation of the effectiveness of the Board
of Directors,” mainly via a written survey. After receiving responses from all 7 officers, including 2 outside corporate
auditors and 5 non-executive directors, we compiled and analyzed them, and the Board discussed the results. Following
these discussions, it was concluded that the current Board of Directors of the Company is operating effectively in making
resolutions concerning important business matters and in supervising business execution in an appropriate fashion. On
the other hand, constructive opinions were also offered and shared with the Board. These included the view that to make
the Board function even more effectively, the information provided to outside directors and reports prepared for the
purpose of monitoring the Board could be expanded. Going forward, we will be taking these opinions into account to

make improvements that will lead to the Board becoming even more effective.

<Supplementary Principle 4-14(2): Policy on Training for Directors and Corporate Auditors>
The Company provides directors and corporate auditors with opportunities to undertake the training they need to
perform their roles and duties. We also provide directors and corporate auditors with internal and external training
opportunities relating to the roles, responsibilities, etc. required for the Company to make decisions as necessary. Non-
executive directors and outside officers, meanwhile, are provided with opportunities to acquire essential knowledge
concerning the operations, finances, organization, etc. of the Company. Furthermore, to enable them to deepen their
understanding of the Group’s business, they are given the opportunity to participate in key events such as conferences to

announce Company policy and to tour Group-related facilities. The Company pays the cost of all these activities.

<Principle 5-1: Policy for Systems and Initiatives for Promoting Constructive Dialog with Shareholders>
The Company’s Policy for Systems and Initiatives for Promoting Constructive Dialog with Shareholders is as follows.
(1) Basic approach
The Company acknowledges that to deliver sustainable growth and medium- to long-term increases in corporate value
through value creation, it is essential to obtain the understanding and support of shareholders and investors.
To that end, we endeavor to disclose information in an appropriate, timely, and fair manner, and intend to engage in

constructive dialog with shareholders and investors in order to build long-term trust with them.

(2) IR structure
The President is responsible for dialog with shareholders and investors, which is handled by the management strategy

department under the purview of the CFO. Under the control of the management strategy department is a dedicated IR
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department, which works with related departments to proactively disclose information in a highly transparent fashion.

(3) Methods of dialog

The Company regards shareholders’ meetings as providing important and valuable opportunities for dialog with
shareholders, and ensures that there is adequate time at these meetings for questions and answers. And to inform
shareholders who were unable to attend a shareholders’ meeting what happened at it, we post a video of the proceedings
on our website, keeping it up there for three months after the meeting. We also hold earnings briefings twice a year. At
these meetings we provide analysts and institutional investors with information on matters such as our operating results
and business strategy. Furthermore, our website contains a dedicated IR section, where we provide individual investors
and overseas investors with easy-to-understand information on our operating performance, businesses, management
policies, monthly performance, and so on. We also operate an inquiries desk solely for IR-related inquiries, through
which we respond to questions from shareholders and investors. Moreover, the President, CFO, and IR department
proactively visit institutional investors both in Japan and overseas and respond to individual requests from journalists for

information.

(4) Feedback to Company executives

When necessary, details of dialogs with shareholders and investors are provided to the President and other executives.

(5) Inside information and quiet periods
In our dialogs with shareholders and investors, we do not reveal inside information (important matters that have yet to
have been announced publicly). With the aim of ensuring fairness and preventing the leakage of operating results, we

have a quiet period each quarter.
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2. Capital Structure

Proportion of Lawson’s shares held by non-residents 20% or more and less than 30%

[Status of Major Shareholders]

Name Number of Shares Held Ratio (%)
Mitsubishi Corporation 50,150,100 50.00
Japan Trustee Services Bank, Ltd. (Trust account) 2,657,900 2.65
The Master Trust Bank of Japan, Ltd. (Trust account) 2,360,500 2.35
NTT DOCOMO, INC. 2,092,000 2.09
STATE STREET BANK WEST CLIENT — TREATY 505234 1,394,505 1.39
National Mutual Insurance Federation of Agricultural Cooperatives 1,001,400 1.00
Merrill Lynch Japan Securities Co., Ltd. 933,400 0.93
Japan Trustee Services Bank, Ltd. (Trust account 7) 816,100 0.81
Lawson Employee Stock Holding Partnership 754,020 0.75
Japan Trustee Services Bank, Ltd. (Trust account 1) 733,200 0.73

Controlling Shareholder (Exclude Parent Company) None

P C Mitsubishi Corporation
arent Company
(Stock Listings: Tokyo, Nagoya) (Securities Code) 8058

Supplementary Explanation

Nothing to report

3. Corporate Attributes

Stock Exchange Listings Tokyo Stock Exchange (First Section)
Accounting Settlement February
Business Type Retail business

(Consolidated) Number of Employees at End of Last

Fiscal Year 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

Fiscal Year Over 10 companies and less than 50 companies
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4. Policy Concerning Measures to Protect Minority Shareholders upon Conducting Transactions
with Controlling Shareholder

As a listed company, we ensure certain independence. Even in transactions with parent company, Mitsubishi

Corporation, and its group companies, we have determined their terms and conditions like other general transactions

after considering prices of other companies and actual prices of the market to not give disadvantages to minority

shareholders.

5. Other Special Circumstances that May Critically Impact Corporate Governance
Mitsubishi Corporation, acquired Lawson’s common stock during the period via a tender offer from December 22,
2016 to February 9, 2017, is its parent company that currently holds 50.2% of its total voting rights (50,150 thousand
shares). Although we have a business alliance with Mitsubishi Corporation, we independently make decisions on
management and overall business activities by our institution, conduct business management and ensure independence
as a listed company. Under the business alliance agreement signed with Mitsubishi Corporation, a business alliance that
respects Lawson’s independence and subjectivity is agreed, and remain of independence from its parent company is also

recognized.
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m Business Management Organizations Associated with Management Decision-
making, Execution and Supervision, and Status of Other 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 of the Board of Directors President
Number of Directors 8
Election of Outside Directors Yes
Number of Outside Directors 3

Number of Outside Directors that are Appointed as

Independent Directors 3
Relationship with Lawson (1)
Name Attribute Relationship with Lawson (*)
a b ¢ d e f ¢ h i | k
Emi Osono Scholar
Sakie Akiyama Originally from another company
Keiko Hayashi Originally from another company

* Conditions met regarding the relationship with Lawson

* (O denotes that an item currently applies to the person, and /\ denotes that it applied in the past

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

past

Executive officer of the listed company or subsidiary thereof

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

Executive officer of a fellow subsidiary of the listed company

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

A key business partner of the listed company, or an executive officer thereof

A consultant, accounting expert or legal expert who receives substantial money or other property from the

listed company other than officer compensation

g. A major shareholder of the listed company (if the major shareholder is a corporation, an executive officer of
the corporation)

h.  An executive officer (only the actual person) of a business partner of the listed company (which does not fall
under d,e or f)

1. An executive officer of a company with a relationship of mutual appointment of external directors (only the

moe o o
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actual person)

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

k.  Others

Relationship with Lawson (2)

Supplementary
Explanation to
Corresponding Item
Professor,
Graduate School of
International Corporate
Strategy,
Hitotsubashi University

Independent
Director

Emi Osono O

Name

Sakie O
Akiyama

Representative Director and
CEO, Saki Corporation

Keiko O
Hayashi

President and CEO,

President and CEO,
DoCLASSE Co., Ltd.
President and CEO,
IMA Holdings
President and CEO,
fitfit Co., Ltd.
President and CEO,
IMA People Co., Ltd.

11

DoCLASSE the Store, Co., Ltd.

Reason for Selection as Outside Director

Possesses extensive knowledge as an academic in
global corporate management, managerial strategy,
and is currently conducting appropriate supervision
of Lawson’s management.

Furthermore, she is 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.

Possesses extensive experience and knowledge as a
corporate manager, and is currently conducting
appropriate supervision of Lawson’s management.
Furthermore, she is 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.

Possesses extensive experience and knowledge as a
corporate manager, and is currently conducting
appropriate supervision of Lawson’s management.
Furthermore, she is 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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The presence or absence of any committee, which corresponds to the

Nomination Committee or the Compensation Committee Yes

Establishment Conditions of Committee, Committee Structure 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
Corrc?spo.nds to Compe.nsatlon 6 0 1 3 0 2 Other
Nomination Committee
Committee
Committee Nomination and
Correspond.s to Compe.nsatlon 6 0 1 3 0 > Other
Compensation Committee
Committee

Supplementary Explanation

The nomination and compensation committee headed by outside director Tetsuo Ozawa, were held 4 times. In which, it
made a proposal to Board of Directors regarding to compensation for Board of Directors and nomination of executive

officers.

[Matters Related to Corporate Auditors]

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 Certified Public Accountant and Internal

Auditing Division

Lawson’s corporate auditors cooperate closely with the certified public accountant, Deloitte Touche Tohmatsu

through the following communication and information exchange:

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



Lawson, Inc.

CORPORATE GOVERNANCE

Lawson’s corporate auditors cooperate closely with the Internal Audit & Correction Office through the following

communication and information exchange:

1. Briefing on the internal auditing division’s plan for the fiscal year Once per year
2. Exchange of opinions regarding the content of the internal audit report For each internal audit report
3. Exchange of information regarding the status of internal controls As required

(nearly once per month)

Election of Qutside Corporate Auditors Yes

Number of Outside Corporate Auditors 3

Number of Outside Corporate Auditors that are
Appointed as Independent Corporate Auditors

Partnership with Lawson (1)

Name Attribute Relationship with Lawson (*)

a b ¢ d e f g h i j k 1 m
Toshio Takahashi Originally from another company A
Tetsuo Ozawa Lawyer
Eiko Tsujiyama Scholar

* Conditions met regarding the relationship with Lawson

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

* @ denotes that an item currently applies to a close relative of the person, and A denotes that it applied in the
past

Executive officer of the listed company or subsidiary thereof

Non-executive director or accounting advisor of the list company or subsidiary thereof

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

Auditor of the parent company of the listed company

Executive officer of a fellow subsidiary of the listed company

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

A key business partner of the listed company, or an executive officer thereof

A consultant, accounting expert or legal expert who receives substantial money or other property from the

listed company other than officer compensation

A major shareholder of the listed company (if the major shareholder is a corporation, an executive officer of

the corporation)

j. Anexecutive officer (only the actual person) of a business partner of the listed company (which does not fall

under f,g or h)

k. An executive officer of a company with a relationship of mutual appointment of external directors (only the

actual person)

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

m. Others

B o a0 o

—

Ja—
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Partnership with Lawson (2)

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 money
Toshio exchange, risk management, internal audit, and so on.
He also serves as a full-time corporate auditor of the
Japanese unit of a large foreign IT firm. As a result, he
possesses considerable knowledge of finance and
accounting, and we appointed him so that his
experience etc. could be put to use in the auditing and
supervision of the Company.
Furthermore, he is highly independent, as he 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. He 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.
Tetsuo Ozawa O Lawyer with no business Possesses a qualification as a lawyer, is involved in
relationship with Lawson legal and risk management duties, mainly in the field
of corporate law; has a considerable degree of
knowledge of finance and accounting; and is currently
conducting appropriate audits of the roles and
responsibilities of directors.
Furthermore, he is highly independent, as he 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. He 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.
Eiko Tsujiyama O Professor, Serves as a member of the National Tax Council of the
Faculty of Commerce, National Tax Agency and the Business Accounting
Waseda University Council of the Financial Services Agency as an
academic; has a considerable degree of knowledge of
finance and accounting as a professor of accounting;
and is currently conducting appropriate audits of the
roles and responsibilities of directors from an
objective and specialist standpoint.
Furthermore, she is 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.

Name
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[Matters Related to Independent Directors and Corporate Auditors]

Number of Independent Directors and Corporate
Auditors

Other Matters Related to Independent Directors and Corporate 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 Relevant Item

Please refer to section I1.1 [Matters Related to Compensation for Directors] “Disclosure of the Policy on Deciding
the Amount of Remuneration or its Calculation Method” in this report.

Recipient of Stock Options In-house directors, outside directors

Supplementary Explanation Associated with the Relevant Items

Stock options are granted to in-house directors and outside directors to share not only the merit of the rise in stock
price but also the risk of decline in stock price with shareholders in order to raise the motivation and morale to raise
stock prices and improve performance.

[Matters Related to Compensation for Directors]

Scope of Disclosure (of Individual Compensation

for Directors) Only partial individual disclosure

Supplementary Explanation Associated with the Relevant Item

In total 10 directors received paid compensation in FY2016 of 289 million yen, including 7 outside directors who
received 63 million yen.
The above compensation amount consists of the following remuneration in relation to FY2016:
(1) Basic compensation paid in FY2016
195 million yen to 10 directors (7 of which were outside directors who received 47 million yen)
(2) Stock option remuneration

94 million yen to 8 directors (5 of which were outside directors who received 15 million yen)

Furthermore, the total compensation of which consolidated compensation is over 100 million yen is individually

disclosed in the Annual Securities Report.
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Policy on Deciding the Amount of Remuneration

or its Calculation Method LG

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

Decision-making process and policy for the amount of remuneration paid to directors.

(1) Basic policy on decisions concerning the amount of remuneration paid to directors
Regarding the amount of remuneration paid to directors, it is the Company’s basic policy to design the remuneration
system in close correlation with shareholder returns while ensuring that it will function sufficiently as an incentive for
the enhancement of corporate value, sustainable growth and improvement of operating performance, and reward each

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

(2) Decision-making process for the amount of remuneration paid to directors
In order to enhance management transparency, the amount of remuneration paid to directors is determined at the
board of directors meeting based on recommendations by the Company’s Compensation Committee, which consists

exclusively of non-executive directors and corporate auditors (5 out of 6 are independent directors).

Members of the Nomination and Compensation Committee:
Outside Director Emi Osono Director Yutaka Kyoya
(Vice Committee Chairperson)
Outside Director Sakie Akiyama Outside Director Keiko Hayashi
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 composed of basic compensation through cash payments and
stock price-linked compensation through the granting of stock options.
[Basic compensation]
Basic compensation of directors is composed of fixed compensation with fixed monthly payments and variable
compensation, which fluctuates in response to the Company’s financial performance for each period.
1) Fixed compensation
The amount of fixed compensation commensurate with the position is determined based on standards stipulated by
internal rules.
2) Variable compensation

In order to link the remuneration of directors with shareholder returns, the Company has adopted a compensation
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system that is linked to the Company’s financial performance.

Variable compensation is paid in accordance with earnings indicators such as EPS (consolidated net income per share).
Regarding 5 non-executive directors, Emi Osono, Yutaka Kyoya and Sakie Akiyama, Keiko Hayashi, and Kazunori
Nishio variable compensation is not applicable as they are focused on their supervisory and advisory roles as the

Company’s representative directors and in the board of directors meetings.

[Stock price-linked compensation]
Stock options as stock-based compensation
By incorporating stock options as stock-based compensation linked with stock prices as part of compensation paid to
directors, the Company has a system in which management shares with stockholders the benefits from a rise in stock
price as well as the risks associated with a price decline. The Company positions stock options as compensation that
is linked to medium to long-term improvement of its corporate value.
Exercise price on stock options as stock-based compensation is ¥1 per share and the amount of units granted is
determined in accordance with the position of directors. In addition, stock options as stock-based compensation can
be exercised only during designated periods after retirement from office; directors are not allowed to exercise their
stock option rights during their term in office.

(4) Limit on the amount of remuneration paid to directors
The limit on the amount of remuneration paid to the Company’s directors is determined at the general meeting of
shareholders in accordance with laws and regulations.
1) Amount of remuneration paid to directors
Resolutions at the general meeting of shareholders as of May 24, 2001: 400 million yen or less per year
2) Amount of stock options granted to directors

Resolutions at the general meeting of shareholders as of May 27, 2014: 300 million yen or less per year
Policy on Decisions Concerning the Amount of Remuneration Paid to Corporate Auditors

1) Basic policy on decisions concerning the amount of remuneration paid to corporate auditors

Regarding the amount of remuneration paid to corporate auditors, it is the Company’s basic policy to reward each
corporate auditor with a sufficient and adequate amount of compensation for the execution of their duties.

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

The amount of remuneration paid to corporate auditors is determined based on discussions among corporate auditors
and is within the remuneration amount limit resolved at the general meeting of shareholders.

3) Details of remuneration paid to corporate auditors

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

The amount of basic compensation is decided based on discussions among corporate auditors, taking into

consideration whether or not they are working on a full-time basis, and segregation of auditing duties. Regarding
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retirement benefits, the system itself was abolished.

4)  Limit of the amount of remuneration paid to corporate auditors

The limit of the amount of remuneration paid to the Company’s corporate auditors is determined at the general meeting
of shareholders in accordance with laws and regulations.

Amount of remuneration paid to corporate auditors

Resolutions at the general meeting of shareholders as of May 29, 2012: 80 million yen or less per year

[Support System for Outside Directors (Outside Corporate Auditors)]
The staff of the Board of Directors is in charge of administrative tasks and communicating with the outside directors.
Further, in the event of any incident or accident, the staff submits a report to the directors in each case. The
Corporate Auditors Office supports the corporate auditors and 2 full-time staffs are assigned. The staff members are

in charge of assisting audit operations, administrative tasks and communicating with outside corporate auditors.

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

The Company’s Board of Directors is made up of 8 directors, including 5 males and 3 females, 3 of whom are outside
directors. The Board of Directors not only decides important management matters such as issues stipulated by laws and
regulations and the Articles of Incorporation, but also monitors the conduct of business operations by its directors. The
Board met 14 times in FY2016. Furthermore, the Company has adopted an executive officer system and entrusts
authority to executive officers to expedite business execution. Moreover, the Company holds management council
meetings (Executive Committee meetings, Management Strategy meetings) as a supplementary decision-making body
to the Board of Directors. The Management Council is made up of directors, executive officers and divisional officers
(and met 15 times in FY2016).

To ensure the effectiveness of the compliance system and risk management system, the Company has a Compliance
and Risk Management Committee. Meanwhile, the Financial Reporting Internal Control Committee oversees
enhancement of internal controls around financial reporting.

Furthermore, in fiscal year 2016 the Compensation Advisory Committee headed by committee chairperson Tetsuo
Ozawa, an outside corporate auditor, and vice committee chairperson Emi Osono, an outside director, consisting 5
independent directors out of 6 members was convened 4 times. The committee reported to the Board of Directors on
methods for deciding the compensation of directors and company executive officers. Concerning the selection of
candidates for directorial positions, in the fiscal year 2016, the Nomination and Compensation Advisory Committee took
place consultations and proposed to the Board of Directors.

The Internal Audit & Correction Office, which has 19 members, serves as the Company’s internal audit division and
reports directly to the president of the Company. This office conducts business audits, including audits of affiliated
companies, to identify problems and also provides guidance for improvements.

The Company has 4 corporate auditors, including 3 males and 1 females, 3 of whom are outside corporate auditors.
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Corporate auditors attend meetings of the Board of Directors and other important meetings where they also express their
opinions. They also inspect important documents and conduct other activities in auditing the conduct of duties by
directors (The Board of Corporate Auditors’ meeting was held 15 times in FY2016).

The Company has signed an audit contract with Deloitte Touche Tohmatsu to conduct financial audits. The Company
is subject to audits in accordance with the Japanese Company Law and the Financial Instruments and Exchange Act.
There are no special relationships involving mutual interests between the certified public accountant (independent
auditor) and the Company. In close liaison with Lawson’s corporate auditors and Lawson, the certified public accountant
issues a report on its planned auditing work for each business period, and subsequently issues regular reports on the
progress of the auditing. During each business period, Lawson’s corporate auditors and the certified public accountant
exchange information and opinions wherever deemed necessary to ensure the efficiency and accuracy of the auditing
process.

3. Reason for Choosing the Current Corporate Governance System

Lawson adopts a corporate auditor system, with 4 corporate auditors, including 3 outside corporate auditors (3 of whom
are Independent Corporate Auditors), auditing the roles and responsibilities of directors. The Company has 8 directors,
including 5 in-house directors and 3 outside directors, 3 of whom are independent directors. The number of Board
members has been kept to a minimum to speed up the decision-making process. We also appoint outside directors who
are independent officers in order to enable the Company to incorporate insights and knowledge from a broader perspective
where the Company is unlikely to have a conflict of interest with general shareholders, as well as to make appropriate

judgments on important matters related to Company management.
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Implementation of Measures Associated with Shareholders 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 42nd Ordinary General Meeting of Shareholders, in addition to distributing
the Notice of the Ordinary General Meeting of Shareholders 28 days prior to the
meeting, a Notice of Ordinary General Meeting of Shareholders is posted on
Lawson’ s website (an English version is also posted) prior to the date of shipment.

Company shareholders are able to exercise voting rights by electronic means,
beginning from the 34th Ordinary General Meeting of Shareholders held in 2009 and
thereafter.

Lawson is using the electronic platform for exercising voting rights offered by ICJ,
beginning from the 34th Ordinary General Meeting of Shareholders held in 2009 and
thereafter.

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

Lawson endeavors to create a friendly atmosphere at ordinary general meetings of
shareholders, such as by having reception personnel wear the easily recognizable
Lawson store uniform. Furthermore, following the completion of meetings, Lawson
makes available on-demand (video, audio, visual materials and a summary of the
Q&A session (Japanese language only)) on its corporate 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 time of full-year account
settlement and interim-term account settlement, our directors hold a
telephone conference at the time of quarterly account settlement to
ensure timely disclosure is provided directly by the representative.

In the interest of fairness of disclosure, we publish the disclosure
information, important information and materials of the explanatory
meeting on our website as soon as is possible. We also actively
provide disclosure in English for the benefit of foreign investment
institutions and foreign private investors.

We assign IR representatives in charge of Corporate Strategy and
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 Happiness and Harmony in Our
Communities.” In order to make this the corporate philosophy of the entire Group
and bring this philosophy to reality, Lawson has set out its basic stance on all
stakeholders in the Lawson Corporate Conduct Charter and this is made available on
the Company’s website.

Based on our “Corporate Philosophy” and the “Lawson Group Environmental
Policy”, we are contributing to the establishment of a sustainable society and
environment through our own environmental preservation efforts and activities
conducted with customers.

[Our own environmental preservation effort]
We are reducing energy consumption, resource use, and waste along the entire supply
chain. Regarding energy consumption at stores, in particular, the Group will aim to
achieve its target of using 20% less electricity per store by fiscal 2020 compared to
the fiscal 2010 level by actively installing refrigerators and freezers that use natural
(CO2) coolants.

[Activities conducted with customers]

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

These environmental and social initiatives are implemented mainly by Franchisee
Business Support Division (CSR Promotion Dept.). They involve the use of an
environmental management system (ISO 14001) and a PDCA cycle.

* Click here for more details of the Lawson Group’s environmental and social
initiatives.

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

The company published “Basic Principles for Information Disclosure” and the basic
ideas of the disclosure of information to stakeholders in company’s website based on
“Basic rules for Information Disclosure” established by Board of Directors and
relevant rules. Furthermore, to comply with relevant regulations, the company
promotes initiatives to stakeholders at Corporate Strategy and Planning Division,
Corporate Communications Division, Franchisee Business Support Division and
Finance and Accounting Division.
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Others

[Diversity Policy]

Lawson’s corporate philosophy is “Creating Happiness and Harmony in Our
Communities.” This corporate philosophy means contributing to towns and growing
in happiness with them by acknowledging the diverse nature of society, and creating
new products and services that correspond to environmental changes.

According to the differences in background factors such as gender, sexual orientation,
sexual recognition, nationality, age, people are engendered with a myriad of ways of
thinking, and in society itself there exist a huge variety of schools of thought.
Furthermore, in order to grow as a member of the global community and aim for
improved corporate value we have to intercommunicate with an array of people not
just in Japan but across the globe. We will therefore cast off all our stereotyped views,
ensure the capabilities and potential of all employees including women and those of
other nationalities are maximized, launch new innovations, and try to achieve an
improvement in our corporate value. This is what we at Lawson mean by the term
‘diversity.” Diversity is a strength that is irreplaceable for Lawson’s growth, and a
concept that we will wholeheartedly promote.

[Targets for the promotion of action by women]

With the qualitative goal of ‘A society where women can bring up children while
continuing to work,” we have set the numerical target of making 30% of our
managerial staff women by the year 2020.

Furthermore, we target to raise male employee’s childcare leave acquisition rate to
80%.

[Initiatives and numerical targets concerning women in action]

From the perspective of diversity, we have appointed a total of four women to
directorial or auditing posts, meaning that women now account for 33% of the
directorship. With regard to the percentage of personnel accounted for by women, in
2005 we set the target of ensuring 50% of those hired during our regular intake of
newly graduated employees were women, and their number has steadily risen year
after year. (As of fiscal year 2015, 16% of our total personnel were female.) As
initiatives to promote women in action we have implemented female executive
training, set up the “Committee for Promoting Diversity” as a discussion forum
between management and the workforce, and arranged many opportunities for both
training and dialogue. And in July 2014 we established the “Happy Lawson Nursery”
within one of our business sites, thus supporting employees to continue working
while simultaneously bringing up children.
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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 circumstances of the preceding “2016 Basic Policy for Improvement of Internal
Control Systems”, which was resolved at the Board of Directors meeting held on February 20, 2017, the Company

passed the resolution called the “2017 Basic Policy for Improvement of Internal Control Systems” as indicated below.

2017 Basic Policy for Improvement of Internal Control Systems

Lawson is involved in a broad range of business domains, entertainment and home convenience business, financial
services-related business, e-commerce business, consulting business and advertising business along with its core
convenience store business. Lawson provides multifarious products and services through its immense chain of stores
in every prefecture in Japan in these wide-ranging business domains. In conjunction with these activities, Lawson is
subject to a host of laws and regulations and is also exposed to risks of loss (hereinafter “risks”). Because Lawson’s
convenience store business uses a franchise system, there is a need to provide proper guidance and assistance to a large
number of franchised stores. In light of the nature of Lawson’s business, an important theme for management is the
maintenance and operation of internal control systems that can support sound and continuous business growth.
Accordingly, Lawson has established “2017 Basic Policy for Improvement of Internal Control Systems” (hereinafter
“Basic Policy”), as outlined below, in accordance with the Japanese Company Law and its enforcement regulations, as

well as the Financial Instruments and Exchange Act.

The Basic Policy will ensure that Lawson’s businesses are conducted effectively, efficiently and in a proper manner,

ultimately helping to preserve and increase enterprise value.

The Basic Policy is applicable to all company officers (directors, corporate auditors, and other individuals of similar
rank; hereinafter the same) and employees (permanent, temporary, contract workers and other staff members;

hereinafter the same).

1. Systems to Ensure Compliance of the Execution of Duties by Directors and Employees with Laws and Regulations
and the Articles of Incorporation
(1) The Board of Directors shall determine the improvement policies and plans for internal control systems,
including those for compliance with laws, regulations and the like (hereinafter the “Compliance”), and receive
status reports thereof periodically.
(2) The Board of Directors shall maintain and improve the supervising function regarding the execution of duties
by the Directors by electing outside Directors on an ongoing basis.
(3) The Corporate Auditors shall independently audit the execution of duties by the Directors, including the status

concerning the improvement of the internal control systems.
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(4) The Internal Audit Department, which is independent from the business-executing bodies, shall audit the status
concerning the improvement of the internal control systems, and recommend improvements thereof, as required.

(5) The Board of Directors shall maintain and raise the awareness of officers and employees regarding compliance
by thoroughly disseminating the Lawson Group’s Code of Conduct and the Lawson Ethical Mission Statement
by measures including, but not limited to, appointing a Chief Compliance and Risk management Officer and
establishing a department that oversees compliance, assigning personnel in charge of compliance to each
department, streamlining the rules in relation to compliance and providing training on ethics and conducting
compliance awareness surveys on a periodic basis.

(6) The Legal Affairs Department shall be reinforced to fortify foundations for complying with legal requirements
by identifying the laws and regulations applicable to the Company’s businesses and communicating the content
thereof to the relevant departments and sections. Especially for compliance with “Act on Prohibition of Private
Monopolization and Maintenance of Fair Trade” and “The Subcontract Act” and etc, the Company shall strive
to disseminate information of applicable laws and regulations to employees.

(7) The Company shall establish and upgrade normal reporting routes for reporting any violations of laws,
regulations or internal rules, and by establishing consulting and reporting point (internal contact points, a group-
wide consulting contact point and a consulting contact point for employees and business counterparties for
Lawson’s franchised stores) that fully protect informants, the Company shall strive for early detection of
violation or possible violation of laws, regulations, etc. across the entire Lawson chain.

(8) The Company shall never become involved with antisocial forces or bodies that threaten the order and security
of society, and shall take a firm stance on and deal with improper demands by consulting with lawyers, the

police and the like.

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

(1) The Company shall record, preserve and manage information relating to decision making at important meetings
such as those of the Board of Directors and the Management Council, and authorizing documents, including
those approved by the President as well as financial, clerical and risk- and compliance-related information
(including information contained in electromagnetic media). Moreover, the Company shall put in place a system
allowing relevant parties to inspect the above information.

(2) The Company shall manage and monitor its information systems in a secure manner, in addition to maintaining
the system by sufficiently taking into account contingencies.

(3) The Company shall establish and maintain rules regarding the storage and management of documents (including
electromagnetic recording media), keep everyone informed about the responsibility and authority for document
management, document storage periods and management methods, and periodically monitor the status of
document storage and management.

(4) The Company shall establish regulations regarding the safeguarding of personal information and management
of confidential business information, and shall properly and safely store and manage personal information and

important confidential business information.
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(5) The company shall appoint chief information security officer and establish departments to generally control
information security. The company also shall strive to establish information security system for Lawson Group
in order to promote information security risk management and System Technology Security interactively and
comprehensively,

(6) The Company shall establish and maintain rules regarding the disclosure of important Company information,
and upgrade the system for disclosing information that must be disclosed according to the requirements of laws,

regulations and stock exchanges, in an appropriate, timely and fair manner.

3. Rules and Other Systems Regarding Risk Management

(1) The Company shall establish a department to oversee risk management, and improve rules related to risk
management and group-wide risk-prevention systems during normal operations. Furthermore, each department
shall identify risks that might have adverse effects on the Company’s management in connection with its business
purposes, analyze the probability of such risk factors materializing and their impact, and evaluate whether
intensive countermeasures should be taken as part of measures tailored to the nature of risks.

(2) To ensure the effectiveness of risk management, the Company shall establish a specialist committee
(“Compliance & Risk Management Committee”), and clarify the authority and responsibility of the committee
and its chairperson. Furthermore, the Company shall endeavor to increase awareness about risk management by
assigning risk management staff to departments and associated companies and conducting risk management
training.

(3) The Company shall develop contingency systems and formulate policy for contingency-response bodies in
advance to prepare for the occurrence or possible occurrence of unanticipated situations or events, which might
have adverse effects on management of the Company, in order to provide a quick response to any actual
occurrence thereof and to take effective measures to prevent a reoccurrence.

(4) The Company shall work to formulate a business continuity plan (BCP) and establish a business continuity
management (BCM) system in order to maintain life infrastructure functions of convenience store and minimize
the disruption to operations of events that could have a detrimental impact on the Company, such as a major
disaster or outbreak of a new strain of influenza. In order to be prepared for major earthquakes, the Company
shall conduct disaster prevention drills three times a year while working to improve effectiveness of the “Disaster

Countermeasure Manuals” and the “BCP” system.

4. Systems to Ensure the Efficient Execution of Duties by Directors
(1) The Company shall clarify the functional authority and responsibility of corporate officers and employees for
decision making and execution of business affairs. The Company shall also improve rules for the division of
duties to ensure and encourage more appropriate division of duties and collaboration among organizational
bodies.
(2) The Company shall work to raise operational efficiency by simplifying business processes, streamlining the

organization and making appropriate use of IT.
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(3) In order to promote the proper communication of information and communications between officers and
employees, the Company shall improve systems by which management guidelines and policies are disseminated
to employees by corporate officers, and important field information is properly communicated by employees to

corporate officers in a timely manner.

5. Systems to Ensure the Propriety of Business Operations Conducted by the Corporate Group Consisting of the

Company and Its Subsidiaries

(1) Systems for reporting to the Company on matters pertaining to the execution of duties by the subsidiary’s
directors, etc., and systems for ensuring that the performance of duties by directors etc. of is efficient

[1] The Company shall endeavor to maintain and enhance the Lawson brand through close collaboration with
subsidiaries and affiliated companies (hereinafter “Associated Companies”). However, with regards to
affiliated companies, the Company will work to establish and maintain systems through phased implementation,
taking into account such factors as relations with other leading shareholders, difference in laws, regulations
and business customs and the like of foreign countries.

[2] While respecting the independence of related companies, we take into account the reasons that the Company
has taken a stake in the related company, and when necessary, we engage in negotiations or provide advice to
related companies and operate a system for receiving reports from them.

(2) Rules and other systems for risk management by the subsidiary and systems for ensuring that the subsidiary’s
directors, etc., and employees execute their duties in conformity with laws, ordinances, and the articles of
incorporation

[1] While respecting the independence of Associated Companies, in view of the purpose of the Company’s equity
participation in Associated Companies, the Company shall establish Group regulations such as basic policies
for the management of Associated Companies and management policies thereof, and keep the Associated
Companies fully informed of the Lawson Group Code of Conduct.

[2] The Company shall appoint designated people at major Associated Companies to be responsible for promoting
compliance and risk management. Moreover, Compliance and Risk Management Office of Lawson group also
holds meeting with People in charge of Compliance and Risk Management in Associated Companies at a
regular basis to check and maintenance development of Associated Companies and give advices if necessary.
The Company ensures appropriate business operations across the entire Lawson Group.

[3] The Company will establish a system that the people in charge of Compliance and Risk Management in
Associated Companies will report immediately to the Company if they are aware of the situation could harm
Associated Companies.

[4] The Internal Audit Department shall cooperate in auditing the status of establishment of internal control
systems at Associated Companies, and promote improvements based on the results of audits.

(3) The Company will report immediately to the parent company if they are aware of the situation could harm the

company and Associated Companies.
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6. Necessary Systems to Ensure Proper Financial Reporting by the Company and its Group of Companies

(1) The Company shall enhance systems for preparing financial statements according to laws and regulations and
accounting standards and disclosing same after they have been discussed, examined and confirmed in
accordance with regulations governing information disclosure, in order to report financial information in a
proper and timely manner.

(2) The Company shall establish a dedicated internal organization in order to properly implement the internal
control reporting system required by the Financial Instruments and Exchange Act, as an internal control for
financial reporting. Furthermore, the Company shall establish a system for self- and third-party evaluation and
improvement through the identification and recording of business processes at important business bases and the
status of Companywide internal controls. The Company shall report regularly to the Board of Directors the

results of evaluations and improvements made at the Company and important subsidiaries.

7. Matters Concerning Employees Where a Corporate Auditor Requests Employees to Assist With Duties
(1) The Company shall assign appropriate personnel to the Auditors’ Office as employees exclusively to assist
Corporate Auditors in the execution of their duties (hereinafter “Corporate Auditors’ Staff”).
(2) Corporate Auditors’ Staff may serve concurrently as Corporate Auditors of Associated Companies.
(3) Corporate Auditors’ Staff shall have the authority to conduct investigations necessary for audits by Corporate

Auditors following the instructions of Corporate Auditors.

8. Independence of Employees from Directors in the Preceding Item
Performance reviews of Corporate Auditors’ Staff shall be conducted by the Standing Corporate Auditors to
ensure that Corporate Auditors’ Staff carry out their duties appropriately. Personnel changes require the prior

consent of the Standing Corporate Auditors.

9. Systems for ensuring that directors and employees of the Company and directors etc. and employees of subsidiaries

make reports to corporate auditors and other systems concerning reports to corporate auditors

(1) Directors and employees of the Company shall report important corporate management and business
administration matters, as well as the status and results of the execution of their duties, to Corporate Auditors
so that the Corporate Auditors can carry out their duties effectively. Such important matters include compliance-
and risk-related issues and other matters relating to internal control.

(2) If directors become aware of any fact or event that will likely cause the Company to suffer significant damage
or loss, they shall immediately inform the Board of Corporate Auditors.

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

(4) The Company will establish a system for cross-external consultation and reporting content will be reported to

the auditors in a timely manner.
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10. Other Systems to Ensure Effective Audits by Corporate Auditors

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

(2) Directors shall cooperate with the Corporate Auditors with regards to communications, the collection and
exchange of information and so on between the Corporate Auditors and the corporate directors and the like of
Associated Companies so that the Corporate Auditors can perform their duties appropriately.

(3) Directors shall also cooperate in conducting surveys of significant business partners, which the Corporate
Auditors deem necessary.

(4) Directors shall enable the Corporate Auditors to collaborate with outside experts such as lawyers and certified
public accountants, if any Corporate Auditor deems it necessary in executing his/her duties.

(5) Legal Department, Risk Management Department, Internal Audit Department, Finance and Accounting

Department and others will assist in the necessary audit investigation by the request of the auditor.

|:| Present Status of Internal Control Systems

1. Present Status of Compliance System and Risk Management System

Lawson has appointed Compliance and Risk Management to be in charge of the promotion and establishment of
compliance and to oversee risk management, and has established a Compliance and Risk Management Office with
dedicated staff members. Lawson has also assigned CRO (Corporate Risk and Management Officer) and compliance
officers to respective divisions of the head office and Lawson branches nationwide. In addition, the Compliance and
Risk Management Committee, a specialist committee consisting of compliance officers as its members, is put in place
to ensure compliance with laws and the effectiveness of risk management, the understanding of issues and the
preparation and implementation of measures to prevent misconduct.

(1) Present Status of Compliance Systems

To continually comply with the law, and always maintain corporate conduct in line with generally accepted
morals and societal expectations, Lawson maintains and refines its rules related to compliance and conducts
compliance training on a regular basis through e-learning and group training by job type. Also, in March 2014,
Lawson revised the Lawson Corporate Conduct Charter, and the Lawson Code of Ethics. Furthermore, Lawson
released the Lawson C&R Handbook, which outlines the scope of conduct that the aforementioned documents
cover, and is making efforts to ensure that its employees maintain and improve awareness of compliance through
their work.

In addition to the employee awareness survey targeting all our employees, Lawson has sent out questionnaires
to its business partners (including the business partners of our major subsidiaries). Through such questionnaires,
we have gained an understanding of the problems and issues related to compliance promotion activities and
transaction styles, and based on this knowledge, we are reviewing and improving our compliance system from a
wide perspective.

Lawson has also established reporting and consulting systems (internal contact points, a group-wide consulting

contact point and a consulting contact point for employees and business counterparties for Lawson’s franchised
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stores) to maintain a system for detecting and coping with internal problems at an early stage.
(2) Present Status of Risk Management System

We at Lawson maintain and refine the rules concerning risk management, and place priority on three major risk
areas: product quality and hygiene control, data security, and natural and other disasters. We must be prepared for
all types of emergencies that may arise, and develop a system by which we can provide a swift response.

Under ordinary circumstances, the Compliance and Risk Management Council meeting is held once every
month. The council and its subordinate committees evaluate risks, establish responses to those risks, and aim to
prevent those risks from developing into an incident such as by clarifying priorities for resolving problems,
formulating and promoting prevention strategies, and managing the processes of problem solving.

If a risk develops into an incident, an emergency risk response committee is established to contain the incident
and to minimize damage to operations. The emergency response committee gets to the bottom of what factors
caused the incident and from this analysis, takes measures not only to restore any loss of trust and prevent such an
incident from occurring again, but also to further improve Lawson’s ability to manage risks through feedback to
employees in training sessions.

Moreover, we keep Disaster Response Manuals at each of our business establishments (and at each division of
the head office). Also disaster response directions are contained in the various store manuals provided to stores. In
the case of a large-scale disaster, Lawson will set up a disaster response headquarters to provide a swift response.
These manuals are reviewed periodically and updated to address any problems identified through three disaster

drills per year.

2. Present Status of System Concerning the Storage and Management of Information Relating to the Execution of
Duties by Directors

(1) Present Status of System for Recording, Storing and Managing Information Relating to Decisions Made by the
Board of Directors, Executive Committee and other Decision-making Bodies, Information Relating to Decisions
Made by Representative Director and Other Important Decisions, and Information Relating to Compliance and
Risk Matters
1) Storage and Management of Information Relating to Decisions Made by the Board of Directors, Executive

Committee and Other Decision-making Bodies

To ensure the accountability of the representative director, written proposals and minutes of meetings are recorded
and stored. The original minutes of Board of Directors’ meetings for the most recent ten years are properly
maintained in a book vault at the executive office of the headquarters, and after ten years the original proposals
and minutes of the Board of Directors’ meetings are stored permanently in outside storage under strict security.
The minutes relating to decisions made by the Executive Committee and other decision-making bodies for the
most recent year are properly maintained in the book vault in the executive office of the headquarters, and after
one year these minutes are stored permanently in an outside storehouse under strict security.
2) Storage and Management of Approval Documents and Written Contracts

In November 2012, we introduced an electronic approval system, totally eliminating the need to use paper for

30



Lawson, Inc.

CORPORATE GOVERNANCE

approval documents including attachments. Information relating to decisions made by the President and other

important decisions prior to the introduction of the system is recorded and stored as follows to ensure the

accountability of the representative director and other decision-makers:

A. Approval documents by representative director with attachments for two years are maintained in the executive
office of the headquarters. After two years, such documents are stored in an external storehouse under strict
security.

B. Approval documents other than those by representative director, including approval documents for branches
are collected by the General Affairs Office, and these documents are transferred after one year to be stored in
an external storehouse under strict security.

Written contracts are stored as follows:

A. Franchise agreements and store lease agreements including any attached memorandums, which constitute the
foundation of Lawson’s business, are stored in an external storehouse under strict security immediately upon
conclusion of the agreement.

B. Other written contracts are stored in secure locked locations at each responsible division or in an external
storehouse under strict security control for seven years after expiration of the contract period.

3) Storage and Management of Information Relating to Compliance and Risk

To ensure the accountability of the Compliance and Risk Management, the written background and minutes of

meetings are recorded and stored under strict security. With the approval of the Compliance and Risk Management,

the Compliance and Risk Management Office’s general manager deals with requests for access to such documents.

4) Storage and Management of Minutes of Meeting Bodies Other Than the Above and Other Important
Documents

The staff of responsible divisions store and manage these documents at their own discretion.

(2) Present Status of System Concerning Management and Monitoring of Information System as Well as Proper

Maintenance of Such Systems for Contingencies

Under Lawson’s Information Security Policy, the Information System Management Rules prescribe matters that
should be observed by related divisions for the purpose of maintaining and improving information security and
enhancing the reliability, effectiveness and efficiency of our information system. In this way, we maintain the
secure management and operation of systems and implement proper preventive measures and procedures in the
event of a contingency.

These rules apply to matters relating to the planning, development, maintenance and operation of the information
system, information system equipment, and related facilities. They prescribe not only matters to be observed by
users, but also management in the event of a failure in the information system, the management of changes in the
system, the management of outsourcing, the management of system security, access management, project risk
management, business continuity management, compliance and other relevant matters.

3. Internal Control by the Certified Public Accountant
Lawson has an audit contract with Deloitte Touche Tohmatsu (“Tohmatsu’). There are no special relationships

involving mutual interests between Lawson and Tohmatsu or any of the staff of Tohmatsu engaged in auditing work
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for Lawson. In close liaison with Lawson’s corporate auditors and Lawson, the certified public accountant issues a
report on its planned auditing work for each business period, and subsequently issues regular reports on the progress
of the auditing. During each business period, Lawson’s corporate auditors and the certified public accountant
exchange information and opinions wherever deemed necessary to the efficiency and accuracy of the auditing process.

The corporate auditors received a notification from the accounting (independent) auditors that they are taking steps
to improve the “system for ensuring appropriate execution of duties” (matters specified in the items under Article
131 of Corporate Accounting Rules) in accordance with the “Quality Control Standards Relating to Auditing”
(Business Accounting Deliberation Council, October 28, 2005) and other standards, and requested explanations when
necessary.

If an accounting (independent) auditor violates or infringes the Corporate Law of Japan, or the Certified Public
Accountants Law, and if the Board of Directors deems it necessary, the Board of Directors shall submit a proposal to
the General Meeting of Shareholders to dismiss or not reappoint the aforesaid accounting (independent) auditor after
receiving the agreement of the Board of Auditors. If it is deemed that the aforesaid accounting (independent) auditor
fits any of the circumstances prescribed in any item of Clause 1 of Article 340 of the Corporate Law, the Board of

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

4. Present Status of System to Ensure Appropriate Business Activities in Group Companies

Lawson has designated a compliance and risk management officer at its subsidiaries. Regarding the Compliance
and Risk Management, these officers and the person in charge of affiliated companies at Lawson attend bimonthly
meetings of Lawson’s Affiliated Company Compliance Officers Committee, where information and knowledge is
shared with the Lawson group. In this way, Lawson not only can prevent misconduct and other issues from occurring
but also can maintain and implement a system for a swift response to any such incidents.

To support sound management at its affiliated companies, Lawson dispatches or loans directors/corporate auditors
and employees to these companies. In this way, Lawson not only helps to ensure the businesses of the affiliated
companies operate appropriately and efficiently, and but also communicates and shares information with the affiliated
companies.

Through the annual business audit of the affiliated companies, Lawson’s internal auditing department mutually
confirms issues with these companies as required, including issues relating to the maintenance of the rules required
for the affiliated companies, etc., and provides instruction and assistance for the improvement and maintenance of
such rules.

The affiliated companies report their management issues and conditions at the time of annual, quarterly and
monthly account settlement. Lawson provides instruction and assistance as required to solve management issues at
the affiliates.

Moreover, corporate auditors of the affiliated companies participate in the Group Auditors Liaison Meeting hosted
by Lawson’s corporate auditors. At this meeting, the progress of auditing activities is mutually confirmed and
Lawson’s corporate auditors explain key auditing points as required. In this way, Lawson provides the cooperation

and support the corporate auditors of the affiliated companies require to execute their duties.
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2. Basic Approach towards the Exclusion of Antisocial Forces and its Present Status
1. Basic approach towards the exclusion of antisocial forces
Lawson, considers the prevention of damage from antisocial forces to be an important part of ensuring proper
business activity and in its “2017 Basic Policy for Improvement of Internal Control Systems” it clarifies this by
“The Company shall never get involved with antisocial forces or bodies that threaten the order and security of
private society, and shall take a firm stance on unjustified demand in cooperation with lawyers, the police and the

like.”

2. Present status of the exclusion of antisocial forces

Lawson provides a statement of principle concerning the exclusion of antisocial forces in the Lawson Corporate
Conduct Charter and the Lawson’s Code of Ethics and the entire organization takes a collective response to such
matters.

With respect to internal controls, the office that integrates the response to a matter concerning an unjustified
demand by antisocial forces (hereinafter “office responding to antisocial forces”) provides central control of
information relating to antisocial forces. Not only will it give support to organizational frameworks to sever
relations with antisocial forces, it will also work in cooperation with the National Police Agency and the prefectural
or metropolitan police department. The office responding to antisocial forces will consult the above institutions
when responding to an unjustified demand from antisocial forces.

We formulated the “Transaction Policies of the Lawson Group” in September 2010 to deal with this issue across

the entire supply chain.
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Others

1. Matters Related to Defense against Takeover

Matters Related to Defense against Takeover None

Supplementary Explanation Associated with the Relevant 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 Corporate Communications Division to be in charge of timely
disclosure, with departmental responsibility falling to the Corporate Communications Division. They shall promote
understanding of the importance of timely disclosure within the Company.
(2) The Company’s employees are required to report to and consult the person in charge of timely disclosure with
regard to any information they deem important. Furthermore, the person in charge of timely disclosure passes on
such information to the Director of the Finance and Accounting Division in order to determine whether the
information constitutes insider information.
(3) With regard to information regarding which consultation or reporting is made, the person in charge of timely
disclosure seeks the advice of the director in charge, the Director of the Corporate Strategy and Planning Division,
the Director of the Finance and Accounting Division and other relevant departments concerning the necessity of
disclosing the information in a timely manner, what to disclose, and the timing of disclosure in order to ensure
timely disclosure of appropriate information.
(4) Lawson set basic regulations governing information disclosure in August 2006 to establish an internal system for
the disclosure of important information. With regard to insider trading, the Company established regulations to

prevent insider trading in July 2000 and develop a monitoring system.
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[Reference: Organization]

Corporate Governance and Internal Control Systems
(As of June 9, 2017)

General Meeting of Shareholders
Appointment Appointment Appointment
and dismissal and dismissal and dismissal
v A 4 -
Board of Directors Board of Corporate Auditors Audlt}ng.
Consult Outside directors: 3 Outside corporate auditors: 3 and dismissal
L P (3 of whom are Auditing (3 of whom are . .
Iggﬁ;f;gg;:ld ~ independent Directors) |4 independent Corporate Auditor) > Certified Public
Advisory Committee Propose In-house directors: 5 In-house corporate auditors: 1 Accountant
> Total: 8 Total: 4

Appointment, dismissal

.. iti Account auditin,
and supervision Auditing g

Discussion and reporting
v v \4

(Operational Organization)

President
Financial Reporting Internal
Control Committee
Comments
< Lawyer
Internal Audit Division Management Council Compliance and Risk
Meeting Management

Compliance and Risk

Internal auditing and .
Management Committee

guidance for improvement

Risk management,
planning and execution of
compliance measures

Operating divisions/Corporate divisions

l Investment

Subsidiaries and Affiliates
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