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Materiality / Risks and Opportunities

Applying our strengths to items of

materiality to solve social issues

and create business opportunities

Accompanying the expansion of our overseas operations, we reviewed our materiality in August 2020

based on our policy of integrating SDGs and ESG initiatives into our corporate management.

We identified items of materiality by creating a list of material
issues which society requires us to address and by referencing
international guidelines such as the Global Reporting Inifiative
(GRI), Sustainability Accounting Standards Board (SASB) as
well as items required by ESG research organizations. We then
performed quantitative evaluations of each issue and verified
their significance in terms of the degree of importance o
stakeholders and the degree of importance to our businesses.
We engaged external experts fo gain objective viewpoints on
the issues and held discussions with our partner companies
around the world o identify material issues associated with
our business model and the business environment. The issues
were then designated as our items of materiality.

Cross-functional teams under the ESG Committee were
assigned to each materiality to discuss and develop materiality
initiatives (See "ESG management system" on page 78). We
have started gathering information on important topics and
sharing the latest issues and ideas with our Group'’s partner
companies worldwide.

We are applying our Group's technological strengths
and actively collaborating with external partners to address
social issues. We are also contributing to achieving the
Sustainable Development Goals (SDGs) adopted by the
United Nations in 2015.

* Please visit our website for information about our CSR Goals through FY2020 and
Pthe progress and achievements in FY2020 art:

https://www.nipponpaint-holdings.com/en/sustainability /
about/materiality/
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Efficient resource utilization
Waste management
Prevention of pollution
Environmental supply chain
Product stewardship

Clean
technology

Working conditions and social protection

High Very high

® We created a long list of 75 items that
is our obligation to address based on
international ESG standards and
guidelines for disclosure and reporting
derived from 11 ESG rating agencies
and organizations. We then
consolidated the list down fo a
preliminary list of 32 items.

Stakeholder
opinions

® The newly-established ESG Committee
met in April 2020 and deliberated on
the materiality identification process.
Also, we distributed a questionnaire to
the 25 committee members and the
staff of the ESG Promotion Department
for their input on the 32 items in the
preliminary list.

® To incorporate global risks, the
discussions also included chemical
sector risk scenarios based on
information in the Vigeo EIRIS Controversy
Risk Assessment and other reports.

® Peer companies in the global chemical
sector and forward-thinking Japanese
companies were also referred fo.

® Based on stakeholder requests and
the internally assessed weighting of
importance, we identified six groups of
items of materiality for business
sustainability. During the process, we
placed particular importance on
discussion and agreement with
overseas partner companies.

Internal
discussion

® We interviewed various stakeholders
and Independent Directors to gather
their opinions on the potential items of
materiality and created the final
proposal through internal discussion.

Stakeholder
opinions

® We deliberated on the final proposal at

the ESG Committee meeting in July
2020 and obtained final approval at the
Board of Directors meeting in August.

Internal
discussion

Climate change

Safe people and operations

Climate change

Safe people and operations

Corporate governance

Innovation for a sustainable future

Technology innovation

infectious diseases

Highest

Prevention and control of

Importance to our Group
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Financial and
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Growth Strategy

Sustainability
Information

Respect for the people around us and active acceptance of
diverse values are important for our sustainable growth. We
place great importance on the diversity of employees and other
people involved in the business and respect human rights.

As a chemical manufacturer, we still believe that accidents
and health damage caused by handling chemical substances
are maijor risks. We will ensure the safety of employees and

everyone involved in our business, and will make investments
and education to minimize risks.

We will invest in.communities through our value chain and
to.achieve sustainable business growth based on market
growth, brand strengthening and good relationships with
local communities.

difficult o solve with past

‘methods are becoming more and mo

In today’s soCié’ry,' prob
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Message from Capital and
Management

Medium- and Long-term Sustainability Financial and
Business Model Growth Strategy Information Corporate Information

Materiality / Risks and Opportunities

ESG Action Examples

Materiality (Relevant SDGs) Risks Opportunities

ESG Agenda
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and legal regulations such as
infroduction of a carbon tax

Impact on produchon and:

‘shipment from extreme weaﬂ],é 5

- such as typhoons and hea
rainfalls, that are becomin
increasingly common |n rec
years

° Changes in cusfomer behavior
fowqrd transitiontoa -
- decarbonized society

@ Impact on business activities
from depletion of energy and
water resources

® Tightening of regulations on
wastes and increase of waste
disposal cost

® Changes in customer needs
related to raw materials

@ Difficulty of securing human
resources that satisfy diversity
requirements with a decrease
in the university graduated
population
Slowing of business activities
that reflect diversity in customer
needs

Significant impact on
operations if a major accident
occurs at a production site

Impact on safety assurance
due to changes in
manufacturing processes
accompanying substantial
increases in production

Significant damage to the
corporate brand if the
company is not perceived as
a corporate citizen by local
communities

® Damage to the public image
of the paint industry caused by
inadequate activities oriented
toward the local. community

® Significant hindering to future
corporate earnings owing to
inability to generate innovation
due to slow response to new
markets

a

‘environmental products,

as products contributi
ecarbonization

Development of new

businesses through reseurch v

3 and development .

® Expansion of the market for

environmental products

® Enhanced competitiveness by

advancing recycling
technologies, improving
resource efficiency, and
utilizing diverse raw materials

Securing diverse and
competent human resource
talent as a global company

Creating wealth for companies,
workers, and local communities
by creating diverse and
inclusive organizations

Improving worksite safety and
hygiene by sharing best
practices and education plans
from around the world
Improving employee
motivation and Company
competitiveness for acquiring
human resource talent

Improving public awareness of
the corporate brand through
value chain investment in
communities

Promoting the sound growth
of communities through social
contribution activities to
increase the positive public
view of our Group

® Expansion of market for

products that contribute to
controlling and adapting to
climate change

® Products and services that

address social issues contribute
significantly to society and help
boost corporate earnings in the
long term

® Reduction of
greenhouse gas
(GHG) emissions

@ |dentification of risks
and opportunities

® Waste/energy
consumption (efficient
consumption)/water
resource consumption/

pollution management,

product stewardship

® Increase the
percentage of
women in
management posts

® Improvement of
employee
engagement

@ Disaster (fire accident)
prevention and
process safety

® Fatality and injury
prevention

® Policy development
for the company's
social contribution

® Strategic
implementation of
social contribution
activities

® Promotion of
cross-industrial
collaboration

® Development of
products that benefit
society

® CO:2 emissions reduction
(Scope 1&2)

@ Started to calculate
global Scope 3 emissions

® Started TCFD scenario
analysis (identifying
risks and opportunities,
etc.)

® Promoting gender
diversification on
Board/management
team
® Percenfage of women
(2020)
The Board of Directors
(NPHD): 12.5%
Employees
(global): 24.0%
Management posts
(global): 23.8%

® Establishment of the
NIPPON PAINT Group
Global Outreach
Program

® Enhancement of
Education/
Empowerment/
Engagement, and data
collection

® Development of
anti-viral products and
marine-environment-
friendly products

® Expansion of the lineup
of products with social
benefits

(fmal report), disclosed informa on in acc

* with the TCFD framework, andlcalculcfed the | hncmblul 4

: ‘mpuci of a carbon tax.

'!erformed simulation of carbon emlsswns inour
perqhng regions worldwide and 'began consnderln
Iong-term carbon emission reduction meas res

-bor more details, see "Climate Chunge“ on page 105.

o Started waste management activities using a total waste
management system, which includes the effective
utilization of waste, as a supplement to the existing
waste generation management and proper disposal
activities.

= For more details, see "Resources and Environment” on page108.

® NIPSEA Group provides training programs at different
job levels to secure diverse human resources. In FY2020,
it administered a total of 341,448 training hours (+28%
compared to FY2019) for our employees.

® In Japan, we introduced a career drive program
with the aim of developing human resources for job
appointments reflecting employee individuality and
diversity and to ensure that appointments fit the
objectives of both the company and the individual.

= For more details, see "Diversity & Inclusion” on page 111.

® Group responsible care activities and safety education
activities were expanded to reflect the Group’s growth
and the increasing number of occupational accidents
in Japan and overseas in recent years.

® In FY2020, the frequency rate of accidents with lost time
declined in Japan.

= For more details, see “Safe People and Operations” on page 114.

® Social contribution activities under the 3E (Education/
Empowerment/Engagement) action policy were
increased with the launch of the NIPPON PAINT Group
Global Outreach Program in FY2021. We also began
aggregating disclosing input/output and impact data
on a global basis.

= For more details, see "Growth with Communities” on page 115.

@ In FY2021, we established.a framework designing
Sustainable Products to address social issues.

® We started disclosing data on product sales status,
R&D expenses and on external collaborations and
innovation geared toward long-term value creation.

= For more details, see “Innovation for a Sustainable Future” on Page 116.
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