Corporate Governance

Corporate Governance System

I Corporate Governance System

Since June 1999, FHI has employed an executive officer
system that clarifies the managerial responsibilities of
executives in each division. In June 2003, we reduced the
term of directors and executive officers from two years
to one. Moreover, since June 2004, based on a decision
of the Board of Directors, the Executive Nomination
Meeting is responsible for the selection of corporate
officer candidates, and the Executive Compensation
Meeting is responsible for evaluating the performance and
determining the compensation of executives.

Also, the execution of important business

B System of Corporate Governance

operations is decided and supervised by the board of
directors and audited by the board of corporate auditors.
The board of directors consists of eight members with
one of them invited from the outside as an independent
member to enhance governance. The board of corporate
auditors consists of four members with two of them
invited from the outside for higher objectivity to monitor
business management. In addition, we will take various
measures to further strengthen internal control, and will
also disclose information fairly and in a timely manner in
order to increase management transparency.
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I Internal Controls System

Internal controls are an indispensable mechanism for
achieving corporate objectives, and management is
responsible for establishing them and maintaining their
effectiveness and efficiency. At FHI, the Corporate Planning
Department (which plays a central role in the common
functions of each business) and other company-wide
departments maintain close links with other departments

and companies to enhance risk management.

In addition, the Audit Department performs
planned audits of each department and Group company.
To support internal controls, FHI has created a system
and organization to ensure compliance, which is the
foundation of risk management. Further, in compliance
with the Standards for Management Assessment and
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Audit Concerning Internal Control Over Financial Reporting
issued by the Business Accounting Deliberation Council
of the Financial Services Agency on February 15, 2007,
we work to continuously strengthen the internal controls
system of the entire Group so as to achieve the following:

I Risk Management

We define risk as uncertain elements with the potential
for negative impact on our business operations. While
there are many types of risk, we call those risks that are
particularly dangerous to our business operations and
that we cannot handle through regular decision-making
channels "crisis-level risks" and categorize them as follows:
natural disaster, accident, internal human factors, external
human factors, social factors (domestic, overseas), and
compliance.

We have created manuals for dealing with each
type of emergency, which delineate what communication
channels are to be used once a risk is recognized, how to
form crisis management headquarters, and other methods
to follow to respond optimally to the situation.

Location-specific Business Continuity Plans
(BCPs)

With the goal of minimizing any reduction of service to customers
and preventing loss of market share and corporate value, we have
created a BCP for each business unit to maintain business operations
or restore them as quickly as possible in the event of an emergency.
Should our resources (employees, physical assets, monetary assets) be
affected by an emergency, we will leverage our remaining resources to
minimize the shutdown of priority operations and restore all operations
to their original state as quickly as possible. We have also established
an Emergency Response Policy, in accordance with which we strive to

maintain operations in the event of an emergency.

1. Effective and efficient operations

2. Reliable financial reporting

3. Compliance with laws and regulations in all business
activities

4. Safeguarding of assets
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FHI emergency response procedure manual and crisis management
(disaster prevention) guidelines

Emergency Response Policy

© Give first priority to people’s survival and physical safety.
@ Minimize loss of stakeholder interests and corporate value.
© Act always with honesty, fairness, and transparency, even in an

emergency.
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