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GOVERNANCE

Our Policy

Management System

●Corporate Governance

● State of Corporate Governance

In order to achieve sustainable growth and increase 
corporate value over the medium to long-term, INPEX fulfills 
its social responsibilities in cooperation with its shareholders 
and other stakeholders, and works to enhance its corporate 
governance for the purpose of conducting transparent, 
fair, timely, and decisive decisionmaking. Fur thermore, in 
November 2015 we formulated and disclosed the Corporate 
Governance Guidelines for the purpose of ensur ing 
transparency and fairness in decision-making and realizing 
effective corporate governance through the proactive 
provision of information. We also revise the guidelines as 
appropriate in line with governance-related developments.

We have established as advisory bodies to the Board of 
Directors 1) the Nomination and Compensation Advisory 
Committee, for the purpose of enhancing the independence, 
objectivity, and accountability of Board of Directors functions 
related to the nomination and compensation of Directors and 
contributing to the further enhancement of the corporate 
governance system; and 2) the INPEX Advisory Committee, 
for the purpose of obtaining multifaceted and objective advice 
and recommendations from internal and external experts 
about issues in fields such as domestic and international politics 
and economics, the energy situation, and CSR as they relate 
to business management and aiming for sustained growth and 
enhancement of medium- and long-term corporate value. 

We have many oppor tunities to negotiate with oil-
producing countries and state-owned oil companies in those 
countries, as well as with international oil companies and other 
organizations. We believe that these negotiations require 
Directors as well as Executive Officers who have a thorough 

knowledge of our business operations and technologies and 
extensive international experience. For this reason, Directors 
appointed from within INPEX in principle hold concurrent 
positions as Executive Officers. This ensures a governance 
structure in which the Board of Directors executes business 
decisions efficiently while also effectively performing its 
management oversight function. 

In order to improve management transparency and to 
enhance the effectiveness of the supervisory role of the Board 
of Directors, we have appointed five Outside Directors (out 
of thirteen Board members) who are expected to objectively 
monitor management processes, prevent conflicts of interests, 
provide exper t advice, and incorporate the feedback of 
stakeholders. The appointed Outside Directors include 
business leaders, academics or other specialists who possess 
rich experience and knowledge in the fields of energy and 
resources, finance, law, diplomacy or other related disciplines.

As of the end of June 2019, four out of five Audit & 
Supervisor y Board members are also appointed from 
Outside Auditors. In order to ensure the independence 
and effectiveness of the audit, we established the Audit & 
Supervisory Board as required by law. In addition, to support 
the supervisory function of the Audit & Supervisory Board 
members, we have assigned dedicated employees in the 
Audit & Supervisory Board Members’ Office strengthening 
coordination between the internal audit department (Audit 
Unit), and the accounting auditors.

INPEX regularly holds meetings among Outside Directors, 
the Representative Director, Audit & Supervisory Board 
members, and accounting auditors such as the “Meeting of 
Outside Directors, Audit & Supervisory Board Members, 
and the Representative Director”; the “Meeting of Outside 
Directors and Audit & Supervisory Board Members (including 
the Accounting Auditors)”; and the “Meeting of Audit & 
Supervisory Board Members and the Representative Director,” 
to provide opportunities to exchange opinions on a wide 
range of themes relating to important business challenges, the 
establishment and implementation of internal control systems, 
and other items related to corporate governance.
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Evaluation results of effectiveness of Board of Directors in FY 2018
With the aims of regularly verifying that the Board of Directors is functioning appropriately and identifying issues to resolve for continuing improvement, 
the Company undertakes an evaluation of the effectiveness of the Board of Directors each year, and discloses the summary of the evaluation results. 
Based on this policy, an evaluation was conducted in fiscal year 2018. The evaluation method and summary of the results are as follows. 

Evaluation Method

As the fourth evaluation was approaching, multiple discussions regarding 
the evaluation method, including those at Board of Directors meetings, 
were conducted, and it was confirmed that the method shall continue to be 
autonomous evaluation by members of the Board of Directors in this fiscal 
year. At a “meeting between Outside Directors and Audit & Supervisory 
Board Members” held in November 2018, the progress in the first half of 
the fiscal year regarding issues identified in the previous evaluation was 
discussed and an interim evaluation was conducted. In addition to the 
above, at the Board of Directors meeting held in February 2019, overall 
results of the initiatives taken during the fiscal year were reviewed, and the 
implementation policy of the evaluation for the FY 2018 was deliberated.

The evaluation items included the self-evaluation of each Director 
and Audit & Supervisory Board Member, the composition, operations, 
roles and responsibilities of the Board of Directors, operations of the 
Nomination and Compensation Advisory Committee, as well as the 
status of improvement of issues identified in the previous evaluation. 
An anonymous survey of all Directors and Audit & Supervisory Board 
Members was conducted in March. In order to obtain more specific views 
and opinions from the directors, the directors were encouraged to make 
comments on many of the questions.

Subsequently, results of the survey were consolidated and analyzed by 
the Board of Directors office. The results of the consolidation and analysis, 
as well as issues and initiatives for the future were discussed at a meeting 
among the Outside Directors, Audit & Supervisory Board Members and 
the Representative Director. Based on such discussion, the final evaluation 
results and action plans were confirmed at the Board of Directors 
meeting held in April 2019.

Summary of Evaluation Results

1)   The effectiveness of the Board of Directors has been 
steadily improving, even when compared to the previous 
three evaluation results.

2)  In particular, the structure of providing information to 
outside directors, including the routinization of briefings 
prior to Board of Directors meetings and enhancement 
of information on the Company’s business portfolio, has 
been further augmented, and the resulting improvement 
in operations was positively evaluated.

3)  The issues for further improvement in the effectiveness of 
the Board of Directors are as follows:

• Enhance discussions regarding strategies further, on topics 
including the progress status of the Medium-term Business 
Plan, the impact of changes in the business environment, 
and optimization of the business portfolio

• Further enhance information regarding risks to contribute to 
appropriate and decisive investment decisions by the Board 
of Directors; conduct deeper discussions on the business 
strategy (including governance) in Australia, centering on the 
Ichthys LNG Project that began production and shipment 
last year; and further strengthen cooperation between the 
Board of Directors and the Nomination and Compensation 
Advisory Committee

• Discussions on the desired state of governance in the Group, 
and deeper discussions, including at meetings of the Nomination 
and Compensation Advisory Committee, on how to secure 
greater diversity and independence in the Board of Directors

　 Corporate Governance Structure
	 	1. Management system
 2.  Monitoring of Management by Outside Directors 

and Audit & Supervisory Board Members 
 3. Director compensation
 4 .Internal control system

 Corporate Governance Guidelines 　 Corporate Governance Report

Corporate Governance Chart

As of June 25,2019

Based on these evaluation results, the Company will continue striving to improve the effectiveness of the Board of Directors.

https://www.inpex.co.jp/english/company/governance.html
https://www.inpex.co.jp/english/company/pdf/e-guidelines.pdf
https://www.inpex.co.jp/english/company/pdf/e-report.pdf
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We are committed to continuously improve its r isk 
management system, appropriately identifying, assessing 
and managing risks accompanying business operations.
We aim to maximize our corporate value by establishing 
risk management systems that prevent and minimize the 
occurrence or spread of loss or damage, which result in 
maintaining and bolstering the trust of our customers, 
business partners, investors, and other stakeholders.

In order to establish and maintain operational efficiency 
and distinct accountability in every business aspect, we adopt 
a division system, appointing Directors as head of each 
division. Accordingly, following to our internal regulations, 
guidelines and other rules, each division and department 
in charge work closely together in order to conduct risk 
identification, analysis and evaluation. Identified material risks 
are reported to the Executive Committee and/or the Board 
of Directors which provides comprehensive reviews and 
decisions on action plans to deal with those material risks.

Regarding operational status of the risk management 
system pertaining to day-to-day business operations, we 
conduct continuous monitoring in each depar tment in 
charge and cooperation with related corporate departments. 
Regular examinations and assessments are also conducted 
either by an internal audit team, reporting directly to the 
President & CEO or by external experts. By giving feedback 
on these results to each department in charge, we secure 
opportunities to review and update our risk management 
system related to day-to-day business operations in response 
to changing conditions of the business environment in a 
timely manner.

Fur thermore, in order to realize the Medium-term 
Business Plan 2018-2022 and other main business objectives, 
the Executive Committee discusses and approves the Action 
Plans and Fiscal Year Plans & Targets that form the short-
term and medium-term goals not only at the corporate level 
but also at the department level. This process incorporates 
identified material risks and action plans to deal with them, 
respectively, before being reported to the Board of Directors 
as well. Subsequently, each department promotes initiatives 
to achieve their targets and reviews its progress at the middle 
and the end of each fiscal year. 

With regard to risk management in subsidiaries, we 
conduct risk management for the Group as a whole on the 
basis of mutual collaboration among the Group companies 
in accordance with the Regulations on Group Operations. 
In par ticular, the operational status of risk management 
pertaining to day-to-day operations is examined and assessed 
by an internal audit organization reporting directly to the 
President & CEO as well as audits by other internal divisions 
or external experts, and in light of the examination and 
assessment results subsidiaries are requested to undertake 
reviews in response to changes in the operating environment. 
We have established the Standards for Evaluation and 
Selection of Independent Auditors, which mandates the 
criteria for the Audit & Supervisory Board to follow when 
evaluating the quality management, independence, and 
audit compensation of independent auditors. The Audit & 
Supervisory Board evaluates independent auditors annually, 
based on these standards.

Risk Management

Our Policy

Risk Management System

We strive to accurately identify and assess the complex and 
varied risks inherent in the business environment and to 
implement necessary risk prevention measures and systems 
to minimize risks. For instance, our risk management system 
is intended to cover our action plans not only for large- scale 
natural disasters and pandemics, but also for risks related 
to changes in the business environment such as economic 
situations, social situations, laws and regulations, and other 
risk factors that exist in the business processes, namely 
exploration, development and production, transportation, 
and sales of natural resources. We have implemented 
internal controls under Japan’s Financial Instruments and 
Exchange Law (known as “J-SOX”) based on the COSO❶ 
framework. Each Operational Organization❷ also performs 
risk management related to occupational health and safety 
and environmental conservation under the HSE Management 
System. Additionally, we analyze the impact of fluctuations in 
oil prices and exchange rates and disclose the information in 
every financial result briefing.

❷ Operational Organization
An INPEX headquarters or organization that implements operator projects

❶  The Committee of Sponsoring Organizations
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Exercise adequate supervisory 
functions and ensure fairness 
and transparency in management  

Discuss and decide plans of 
comprehensive management and 
actions for material risks

CSR Committee

Corporate HSE Committee 

Information Security 
Committee

IVAS Committee 

Nomination and Compensation 
Advisory Committee

INPEX Advisory Committee

Compliance Committee

•Risk of failure in exploration, 
 development or production
•Risk of declining crude oil, condensate,
 LPG and natural gas reserves
•Risk resulting from the fact that  oil 
 and natural gas development
 activities require a large capital investment
 and lengthy cash conversion cycle
•Operatorship risk 
•Risk related to joint business 
•Risk of disasters/incidents, etc.
•Risks related to future abandoned mines
•Climate change risk ❸
•Risk of fluctuations in crude oil prices, 
 natural gas prices, foreign exchange and
 interest rates 
•Country risk in overseas business, etc.

Organize risk management 
system/documents

Risk identification

Department Level Action Plans 
and Fiscal Year Plans & Targets

Corporate Level Action Plans

Medium-term Business Plan 2018-2022

Our Mission
Our Goal

INPEX Vision 2040
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❸	Refer to “Climate Change” (P43-52) for detailed information on climate change risks
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In response to the TCFD❺ recommendations, we are 
implementing initiatives for the assessment and management 
of cl imate change r isks. We classify policy and legal 
transitions, technology transitions, market transitions and 
reputational risks as transition risks, and acute and chronic 
risks as physical risks. We also apply short-term, medium-
term and long-term classifications to each of these risk 
categories. The Climate Change Strategy Group within the 
Corporate Strategy & Planning Unit acts as the Secretariat 
and conducts risk assessment and management on a yearly 
cycle. We employ three methods when conducting financial 
assessments of climate change-related risks. First, in terms of 
policy and regulatory risk, we assess how the introduction 
or enhancement of a carbon pricing policy would financially 
impact our projects; and for the second and the third 
method, in terms of market risk, we assess how crude oil 
prices and carbon prices in a WEO 2℃ scenario published 
by the IEA, as well as the supply and demand outlook for oil 
and LNG in the same scenario, would financially impact our 
projects.

For the assessment of physical risks on the other hand, we 
established a roadmap for both operator and non-operator 
projects. We used mid-21st century average temperature 
increases, precipitation pattern changes, sea level rises and 
other data according to the RCP8.5 scenario in the IPCC 
Fifth Assessment Report (AR5), which is the most extreme 
warming scenario, and hope to complete assessments of all 
facilities by the early 2020s.

❺		TCFD
Task Force on Climate-related Financial Disclosures

❹  HSE
Health, Safety and Environment

To cope with various risks related to operations, for example, 
the New Ventures & Global Exploration Division carries 
out a centralized analysis and evaluation of whether or 
not to proceed with acquisition of a new upstream oil and 
natural gas project. We also operate the IVAS (INPEX Value 
Assurance System) Committee as a mechanism for cross-
organizational technical evaluation at each project phase, 
including exploration, evaluation, and development.

In order to handle country risks in the countries where 
we operate, we have established guidelines that include 
the maximum target amount of accumulated investment 
balance for high-risk countries. Furthermore, we have been 
conducting financial risk control by identifying risks associated 
with fluctuations of currency exchange rates, interest rates, 
crude oil and natural gas prices and security price, and 
establishing corresponding managing and hedging methods.

With regard to HSE❹ risks, to promote continuous 
improvement of the environment and occupational 
health and safety in business activities associated with the 
development of crude oil and natural gas, we identify, analyze, 
and evaluate HSE risks for each business location on the 
basis of the Corporate HSE Standard of Risk Management 
established under the HSE Management System. In addition, 
to formulate and implement risk countermeasures and 
monitor HSE risks, business sites are required to regularly 
repor t the risk management situation to headquar ters 
for confirmation. Fur thermore , with regard to r isks 
related to health and security, we engage in corporate-
wide management based on the corporate standards and 
guidelines. In fiscal 2018, the third year of the Corporate HSE 
Third Phase Mid-term Plan, we revised the Corporate HSE 
Management System Manual and some related Corporate 
HSE Standards. On firm ground of the fundamental principles: 
Leadership, Risk Management, Continuous Improvement, and 
Implementation; we expanded the HSE management scope 
to cover non-operated projects in addition to domestic 
subsidiaries, geothermal projects, and projects of shipbuilding 
and marine operations which were all incorporated in the 
previous year. In this way, we are committed to carrying out 
more effective and consistent HSE activities. 

Operational 
Risk Management System

Climate Change-related Risk

　 Corporate Position on Climate Change

https://www.inpex.co.jp/english/csr/climatechange/pdf/e20180723.pdf
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We have a Business Continuity Plan (BCP) and response 
manual in place to maintain business operations. Those were 
developed by incorporating the damage estimation in a case 
of Tokyo inland earthquake which was formulated by the 
Cabinet Office’s Central Disaster Management Council. Our 
business continuity policy clearly expresses group-wide values 
prioritizing the maintenance of a stable energy supply while 
ensuring human safety and environmental preservation. The 
BCP also stipulates not only the establishment of provisional 
offices but also how our employees should react in the event 
of an earthquake on a holiday or at night, and procedures for 
returning home from the office.

In fiscal 2018, Operational Organizations and the 
corporate headquarters cooperatively conducted a level 3 
crisis exercise in preparation of large-scale natural disasters 

such as a Tokyo inland earthquake. We will strive to increase 
effectiveness of the plan through emergency response 
training and other activities to enable us to maintain 
important headquarters functions even in an emergency. 
For our projects, we postulate oil spills and gas leaks as well 
as other project-specific worst-case scenarios and conduct 
emergency and crisis response training.

In the event that an infectious or contagious disease spreads 
on a global scale, we are likely to face serious obstacles in 
continuing business operations as the number of infected 
employees increases. For this reason, we are considering 
preparatory measures similar to our large-scale natural 
disaster countermeasures.

For example, we have prepared a response manual to 
handle the possibility of a pandemic involving a novel influenza 
strain in Japan, and have created a stockpile of protective 
clothing, disinfectants, and other emergency supplies.

Our CSR Principles state that guided by the leadership of top 
management, we are committed to fulfilling our corporate 
social responsibilities through compliance with laws, rules 
and regulations and adhere to ethical business conduct in 
accordance with the social norms at our international and 
domestic operating locations. With respect to tax affairs, the 
directors and employees of our group acknowledge that it 
is one of our important social responsibilities to contribute 
to the socioeconomic development of various countries and 
regions we operate in, through the proper payment of tax 
in accordance with the applicable laws and regulations and 
ensuring transparency in our tax affairs.

As a company conducting business globally, our foreign 
subsidiaries and other cross-border transactions with those 
subsidiaries are increasing. Since the final reports of the OECD/
G20 BEPS Project❻ were published in October 2015, legislation 
governing international transactions has been developed 
in Japan and the other G20 countries based on the report 
content, and the environment surrounding international 
taxation has changed dramatically. Against this backdrop, we 
are enhancing tax governance to appropriately respond to tax 
and other risks associated with international transactions. As 
part of these initiatives, we have established our Tax Policy and 
published it on our website❼ in order to cultivate an awareness 
of tax compliance among all Group executives and employees.

Following the Tax Policy, our departments in charge of tax 

affairs are working to understand tax laws in each country and 
region, and to mitigate taxation risks. The Senior Vice President 
of Finance & Accounting executes operations as the person 
in charge of such initiatives. From the standpoint of ensuring 
protection of shareholder value, we strive to ensure appropriate 
tax payments by utilizing tax incentives to the extent that such 
incentives are applicable for our normal business activities or 
would eliminate double taxation. In contrast, tax planning that 
does not follow the commercial drivers of the business and is 
intended for avoiding taxation is prohibited under this policy. 
We also seek to cultivate constructive relationships of trust 
with tax authorities.

The world is increasingly demanding more transparency 
and information disclosure in relation to corporate tax-related 
activities. In Australia for example, one of our core areas for 
business, the government has announced principles❽ that define 
tax information that large enterprises should voluntarily disclose. 
In light of such moves, we have published a report on our 
website❾ to bring together our tax information in Australia in 
one place, including tax governance, an overview of our cross-
border transactions, and tax payment amounts.

As a global company, INPEX will continue to closely 
follow international taxation trends and legislative and other 
developments in each country, and strive to respond in a timely 
and appropriate manner.

❻	Base Erosion and Profit Shifting Project
A joint project of the OECD and the G20, which aims to 
prevent excessive tax planning strategies of multinational 
enterprises that exploit gaps and loopholes in tax rules to 
shift profits to low or no tax locations

❼ Tax Policy ❽		Voluntary Tax Transparency 
Code released by Australia’s 
Board of Taxation

❾		INPEX Australia 2017 Tax 
Transparency Report 

Large-scale Natural Disaster and 
Pandemic Countermeasures
●  Large-scale Natural Disaster   

Countermeasures

●  Novel Virus and Pandemic Risk 
Countermeasures

Initiatives to Enhance Tax Governance

https://www.inpex.co.jp/english/csr/governance/index.html
https://www.inpex.com.au/media/3198/inpex-2017-tax-transparency-report.pdf



