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Abstract

The purpose of this paper is to survey disclosure practices in Japan pursuant to the
Companies Act regarding the proposed distribution of dividends to shareholders from “other
capital surplus,” the source of which is paid-in capital supplied by shareholders. Dividends of
surplus to shareholders of Japanese companies are generally distributed from “other retained
earnings,” the source of which is retained earnings. The distribution of dividends to
shareholders from “other capital surplus” is uncommon in Japan. If a company seeks approval
for the distribution of dividends to shareholders from “other capital surplus”, it is desirable
that adequate disclosure be provided so that shareholders can easily determine whether they
wish to assent.

We investigated whether shareholders can discern a company'’s dividend resources,
financial performance, and financial condition from the disclosure content of the proposal for
distributing dividends to shareholders from “other capital surplus” stated in “Reference
Documents for a Shareholders Meeting.” This is one of the documents provided to shareholders
prior to the day of the shareholders meeting and states matters of reference for the exercise of
votes.

In addition, we analyzed basic dividend policies and reasons for proposed dividend
distributions narratively and classified companies’ dividend policies into six types. Then, we
examined whether they were distributing dividends to shareholders consistently with the
dividend policies stated in the relevant proposals.

Findings from our research survey revealed that disclosures regarding dividend proposals
described in “Reference Documents for a Shareholders Meeting” for almost all companies that
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distribute dividends to shareholders from “other capital surplus” are inadequate to a greater or

lesser extent.
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