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Corporate Governance

Management Report

Stance on Business Ethics and Compliance
Trust is the cornerstone of the TEL Group’s business foundation. 
The fundamental requirements for maintaining trust are rigorous 
conformity to ethical standards and compliance with the law, by 
individual employees and by each of our organizations. 

In line with the basic policy for internal control systems in 
the Tokyo Electron Group, all Group employees are required to 
maintain high standards of ethics and to act with a clear 
awareness of compliance.

Code of Ethics, Chief Business Ethics 
Director and Ethics Committee
In 1998, Tokyo Electron formulated the Code of Ethics of the 
Tokyo Electron Group (revised in April 2011) to establish 
uniform standards to govern all of its global business activities. 

In the same year, Tokyo Electron appointed a Chief Business 
Ethics Director and established the Ethics Committee, which is 
responsible for promoting awareness of business ethics 
throughout Tokyo Electron.

This Code of Ethics prescribes a common code of behavior for 
all employees of Tokyo Electron and the Group, and Tokyo Electron 
distributes it to all Group employees, including those overseas.

The TEL Group is strengthening its corporate governance as well as 
improving and reinforcing its internal control system and risk 
management system with the aim of maximizing its corporate value.

Compliance
The TEL Group acts in strict compliance with business ethics 
and applicable laws to ensure that its corporate activities are 
fair and reliable.

The TEL Group is striving to strengthen its corporate 
governance through a variety of measures in order to maximize 
corporate value and enhance shareholder satisfaction. We are 
endeavoring to establish and operate optimal and highly 
effective structures of governance that are based on our three 
basic principles for reinforcing corporate governance.

C o r p o r a t e  G o v e r n a n c e  P o l i c i e s

Corporate Governance Framework
Tokyo Electron uses the statutory auditor system based on the 
Companies Act of Japan, and has established its own 
Nomination Committee1 and Compensation Committee2 in order 
to increase the transparency and objectivity of management. 
Tokyo Electron has also adopted the executive officer system to 
streamline the decision-making process. In addition, Tokyo 
Electron has been disclosing the individual remunerations of 
representative directors since 1999 in recognition of the 
importance of managerial transparency for shareholders.
1 Nomination Committee: This committee nominates candidates for directors to be selected 

at the annual shareholders’ meeting, and nominates a candidate for CEO to be selected by 
the Board, which it submits at the Board meeting for approval.

2 Compensation Committee: This committee proposes the remuneration to be paid to 
representative directors at the Board meeting for approval.

Board of Directors
The Board of Directors consists of 15 members, two of whom 
are outside directors. In order to ensure that Tokyo Electron can 
respond quickly to changing business conditions, and to more 
clearly define management accountability, the term of office for 
directors is set at one year. During fiscal 2011, the Board of 
Directors met on 11 occasions.

Board of Statutory Auditors
Tokyo Electron has four statutory auditors, two of whom are 
outside auditors. The statutory auditors not only attend 
meetings of the Board of Directors, the Management Meeting 
and other important business meetings, but also conduct 
operations audits and accounting audits, and evaluate risk 
management, in addition to auditing the performance of duties 
by directors. During fiscal 2011, the board of statutory auditors 
met six times.

Internal Control and Risk Management 
Systems
To strengthen the internal control and risk management systems 
of the TEL Group more effectively, Tokyo Electron is 
implementing practical measures in line with the Fundamental 
Policies Concerning Internal Controls within the TEL Group. 

The Code of Ethics of the Tokyo Electron Group

I.   Principles 
1. Compliance with Applicable Laws 
2. Acting in Accordance with Social Conscience 
3. Maintaining Harmonious Relationships with Local 
    Communities

II.  Honest and Fair Business Activities
(A) Technology, Safety, and the Environment 

4. Ensuring Safety and Pursuing Quality 
5. Promoting Environmental Preservation Activities 
6. Ethics in Manufacturing

(B) Fair Trade 
7. Implementing Fair and Open Competition 
8. Fair Business with Suppliers 
9. Handling of Confidential Information 
10. Strict Export/Import Controls 
11. Reasonable Exchanges of Gifts and Entertainment 
      within the Bounds of Common Sense

(C) Relationship between the Company and Individuals 
12. Prohibition of Conduct Causing Conflicts of Interests 
13. Prohibition of Improper Use of Company Assets 
14. Prohibition of Conduct of Harassment

III. Being a Good Corporate Citizen 
15. Prohibition of Insider Trading 
16. Prohibition of Political Activities and Contributions 
17. Prohibition of Involvement in Antisocial Forces 
18. Respect for Individuals

Compliance & Internal Control Executive 
Officer
Since April 2009, Tokyo Electron has appointed Compliance & 
Internal Control Executive Officer from among its executive 
officers to raise awareness of compliance across the Group and 
further improve its implementation.

Framework for Thorough Implementation 
of Compliance
Tokyo Electron has drawn up the Compliance Regulations 
setting out basic compliance-related requirements in line with its 
Code of Ethics. The Compliance Regulations are intended to 
ensure that all individuals who take part in the business activities 
of the Group clearly understand the pertinent laws, regulations, 
international standards, and internal company rules and 
continuously apply these rules in all of their activities.
(1) Internal Reporting System
In the event that an employee becomes aware of any activity 
which may violate laws, regulations or principles of business 
ethics, Tokyo Electron operates an internal reporting system 
(Hotline) that employees may use to report their concerns. 
Strict confidentiality is maintained to protect the whistle blower, 
and to ensure that they are not subjected to any disadvantages 
or repercussions.
(2) Employee Training
Tokyo Electron conducts web-based training programs for 
employees, makes information on compliance issues available 
to employees via the Intranet, and takes other steps to 
promote broad awareness of compliance throughout Tokyo 
Electron.
(3) Confirming Information on Japanese Laws
In order to reduce the risk of legal compliance violations, Tokyo 
Electron regularly identifies and clarifies the Japanese laws that 
affect company operations and regulations. Information 
regarding revisions to relevant laws is received in a timely 
manner via an external Web service and appropriate responses 
are taken such as amending regulations, changing operational 
procedures, and notifying all personnel affected by the revisions.
(4) Compliance Survey
In December 2010, the TEL Group conducted an anonymous 
compliance survey via the Internet targeting approximately 
12,000 employees and executives from its Group companies in 
Japan and overseas with the purpose to ascertain the 
understanding, penetration and inherent risks regarding 
compliance within the TEL Group and to utilize this to develop 
improvement measures and prioritize its actions. Going forward, 
we will use the results of this survey to continually enhance our 
compliance practices and programs.

Tokyo Electron has also appointed a Chief Internal Control 
Director and a Compliance & Internal Control Executive Officer. 
Under them, Tokyo Electron has established the Risk 
Management & Internal Control Department, which evaluates 
and analyzes risks that could affect the TEL Group and works to 
reduce risks by promoting the necessary measures.

In addition, the Global Audit Center, as an internal audit 
organization, oversees the internal auditing activities of the 
entire group’s domestic and overseas bases, as well as their 
compliance and systems. When necessary, the Global Audit 
Center also provides guidance to operating divisions.

1. Ensure the transparency and soundness of business 
operations

2. Facilitate quick decision-making and the efficient execution 
of business operations

3. Disclose information in a timely and suitable manner

■ Diagram of the Corporate Governance Framework, 
     Internal Control System and Risk Management System
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