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Shareholder Proposal for HS holdings (8699) 
 
I. Proposed Agenda Item 
Partial Amendment to the Articles of Incorporation Concerning the Formulation of a 

Medium-Term Management Plan Aimed at Increasing Shareholders’ Value 

 
 
II. Content and Reason for the Proposal 

[Details of the Proposal] 

The following chapter and provisions shall be newly added to the current Articles of 
Incorporation: 

Chapter 8: Medium-Term Management Plan 

(Medium-Term Management Plan for Increasing Shareholders’ Value) 
Article 52 

The company shall formulate, for each fiscal year, a medium-term management 
plan covering three fiscal years commencing from such fiscal year.  

The company shall disclose, on an annual basis, the status of achievement of the 
numerical targets for the final fiscal year set forth in the medium-term management 
plan described in the preceding paragraph.  

The medium-term management plan set forth in Paragraph 1 shall include, on a 
consolidated basis, the following items:  

(1) Target return on equity (ROE) for the final fiscal year and the amount of 
shareholders’ equity used in calculating such target 

(2) The cost of shareholders’ equity recognised by the company at the time of 
formulating the plan 

(3) The assumptions underlying the calculation of the cost of shareholders’ equity 
referred to in the preceding item 

(4) Capital allocation policy for the aggregate three fiscal years 
(5) Segment-level historical ROE or return on invested capital (ROIC), target 

values for such indicators for the final fiscal year, and the amounts of 
shareholders’ equity or invested capital used in calculating such figures 

(6) The company’s determination regarding the appropriateness of maintaining its 
listed status in the final fiscal year, together with the basis for such 
determination 
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[Rationale for the Proposal] 

This proposal requests the formulation and disclosure of a medium-term 
management plan that explicitly sets out cost of capital, capital allocation, and 
profitability targets. It further requires the company to clarify, within such plan, its 
assessment of the appropriateness of remaining listed and the basis for such 
assessment. 

1. Absence of a Credible Management Plan and Cost of Capital Framework  

The company has not disclosed any medium-term management plan that 
articulates profitability targets or capital allocation policies grounded in its cost of 
capital. Its Corporate Governance Report explicitly states that no such plan has 
been formulated and that no policy exists regarding its business portfolio. 

Although the company refers to maintaining an ROE of 10% or higher as a 
management target, this remains a formalistic metric lacking substantiation, as it is 
not supported by a clearly defined cost of shareholders’ equity or investment hurdle 
rates. 

2. Concerns Regarding Capital Allocation Rationality and Governance  

The company has repeatedly failed to provide shareholders with adequate 
explanations regarding capital allocation decisions made without clearly defined 
criteria. In particular, there has been no reasonable explanation as to whether the 
following transactions are expected to generate returns in excess of the cost of 
shareholders’ equity. 

Given the company’s current ownership structure, in which a specific major 
shareholder exercises substantial influence, there are serious concerns as to 
whether effective oversight functions are in place to discipline such investment 
decisions. 

• Opaque transactions: Transactions (including equity investments and loans) 
with multiple investment limited partnerships involving the largest 
shareholder lack sufficient disclosure regarding economic rationale and 
decision-making processes.  

• Transactions of questionable investment merit: The company made a ¥500 
million preferred equity investment in WAYO-EARTH Co., Ltd. (in a state of 
negative net assets), where Mr. Junichi Hattori—who is both a director of the 
company and represents the largest shareholder fund holding a 99.98% 
stake (as of April 2023)—serves as Representative Director.  

• Low-return investments: The company’s investment in shares of The Daito 
Bank, Ltd. yields an internal rate of return (IRR) of approximately 6.5% even 
under assumptions most favourable to the company.  
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3. Reassessment of the Rationale for Listing  

Directors are responsible for generating returns in excess of the cost of capital and 
thereby increasing shareholders’ value. However, under the current lack of 
transparency in investment decision-making criteria, shareholders are unable to 
assess whether this responsibility is being fulfilled. 

Accordingly, it is essential for the company to adopt and disclose a management 
framework grounded in its cost of capital. In parallel, the company should rigorously 
reassess the economic rationale for remaining listed, i.e. the purpose of listing, and 
either substantiate its validity to shareholders or consider a fundamental review of 
its capital structure, including the possibility of going private. 

For further details regarding this shareholder proposal, please refer to the following 
website: 

https://improvehs.com/english 

https://improvehs.com/english
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