
Identifying issues involving target setting 

and other matters
◆ Comment from a Director

I would like to start a discussion about the 
pros and cons of having a shared vision 
and targets across the Group. How can 
we incorporate the consolidated 
perspective into our sustainability 
initiatives regarding climate change and 
other relevant themes? 
◇ Comment from a Team Leader

A unique aspect of Nippon Paint Group is that 
each partner company operates its business in 
their respective market, which significantly 
differs in business structure and maturity. 
For instance, carbon emissions from energy 
sources and power generation vary across the 
regions in which each partner company 
operates. Energy sources pose challenges for 
climate change initiatives at each partner 
company. Therefore, it is very appropriate to 
tailor sustainability targets to the characteristics 
of each region and business.
 We establish improvement targets for each 
area within every partner company. These 
targets are determined by considering the level 
and maturity of the markets in which our 
Partner Company Groups conduct their 
businesses. For instance, it is rational and 
reasonable to set different targets involving 
global warming gas emissions for partner 
companies in regions where renewable energy is 
readily available versus regions where 
widespread use of renewables are yet to come. 
Important factors that will affect target setting 
for partner companies are policy objectives in 
countries where they operate, whether they 
need to aim for net-zero emissions by 2050 or 
by 2060, and the possibility of policy changes 
in the future. It is also essential to consider the 
influence of customer behavior based on 
policy targets and any subsequent changes.
 We assess the achievements and specific 
initiatives for target achievement at each 
partner company based on the significance 
of their businesses. It is essential that we 
disclose information that is of great interest to 
stakeholders, including customers and 
investors. Furthermore, we must prepare for 
the disclosure of information that may be 
subject to mandatory reporting on a 
consolidated basis. 

◆ Comment from a Director

In our information disclosure strategy, a 
vital aspect involves understanding our 
direction and aligning it with the 
expectations of society and investors. 
Since NPHD aims to increase its assets, it 
is important to strike a balance between 
sustainability initiatives and our ambitions. 
When determining the necessary and the 
ideal form of information disclosure, we 
must take this balance into account.
 We may need to disclose certain 
indicators requested by stakeholders. 
Therefore, it's essential to stay vigilant and 
attentive to their requirements. This approach 
allows our company to cleverly respond to 
possible changes in circumstances.
◆ Comment from a Director

We must avoid rushing into decisions without 
proper planning. It is crucial to carefully 
assess the potential consequences of 
disclosure on a consolidated basis and 
setting targets from the top-down, as this 
could negatively impact our businesses.  
The headquarters shouldn't impose various 
requirements from external sources on 
partner companies in a centralized manner. 
However, we must remain vigilant and take 
measures, such as closely monitoring the 
moves of global competitors.

Identifying issues involving procurement (1)
◆ Comment from a Director

Does our Group have a wide-ranging 
supplier base? For instance, are there any 
potential risks of our procurement being 
impeded by issues concerning child labor 
during raw material production or 
concerning conflict minerals?
◇ Comment from a Team Leader

Conflict minerals, such as mica, are the main 
concerns of our Group. Mica is normally used 
as a raw material for coatings for automobiles 
and motorcycles with bright, glittering colors. 
In order to replace this material with an 
alternative, we will need to work from the 
product development phase. So, we will have 
to work with the Innovation & Product 
Stewardship Team.
 From the standpoint of developing 
alternative raw materials, we are experiencing 
a rise in customer inquiries about bio-based 
raw materials and receiving proposals from 

suppliers. The trend stems from a growing 
emphasis on the product life cycle impact. I 
believe that fostering collaborations between 
the Procurement Team and the Innovation & 
Product Stewardship Team is of utmost 
importance. 
 I believe that the risk of child labor 
involvement among our Group’s suppliers is 
very low.

Identifying issues involving procurement (2)
◆ Comment from a Director

What measures are we implementing to 
mitigate risks related to cross-border 
procurement, including the utilization of 
alternative raw materials?
◇ Comment from a Team Leader

In the event of procurement challenges 
concerning raw materials, we normally 
investigate the availability of alternative 
materials through regular transactions. 
Accordingly, we regularly update the list of 
suppliers. During the pandemic, we reviewed 
the possibility of procuring raw materials from 
different regions, such as procuring raw 
materials that were previously obtained from 
China, from India, and other suitable regions. 

Other discussion (selected partial excerpts)

·  When engaging in diversity discussions, the 
primary emphasis in Japan is on gender 
balance. However, we need to select topics 
of discussion based on regional 
characteristics. In regions where diversity 
discussions involve broader themes, such as 
LGBTQ, we should embrace such subjects. 
In regions where cultural backgrounds 
necessitate a cautious approach, we should 
be mindful of our stance.

·  Regarding the management of chemical 
substances, we are identifying products that 
contain chemicals of concern and initiating a 
phased approach to discontinue their use. It 
is important to have a prudent perspective 
when determining the timing and extent of 
abolishment, taking into account factors such 
as market demand and other relevant 
considerations. 

·  Our ongoing focus remains on addressing 
governance issues by reinforcing important 
commitments, including anti-bribery 
measures, and introducing a governance 
assessment indicator to assess governance.

·  The Sustainability Teams are taking flexible 
actions that are aligned with our Asset 
Assembler model while also considering and 
respecting regional characteristics and 
business needs. 

·  The Board of Directors finds the promotion of 
sustainability by the five Sustainability Teams 
highly encouraging, as it serves as an 
effective means of enhancing communication 
among partner companies, employees, and 
investors.

Discussions by the Board of Directors

Advancing sustainability in  
harmony with Asset Assembler Model
Sustainability discussions are important for Nippon Paint Group to stay competitive for 
many years—Following the revision of the Basic Policy on Sustainability in March 2023, 
the Board of Directors had a fresh discussion on our Group’s approach to sustainability 
initiatives. This page features excerpts of the discussion.

Corporate Governance

Meetings of the  
Independent Directors

In FY2022, NPHD held 10 Independent 
Directors meetings chaired by the Lead 
Independent Director, where the 
members (exclusively, Independent 
Directors) not only discuss the agenda 
items of the Board of Directors and 
Nominating, Compensation, and Audit 
Committee meetings, but also engage 
in discourse concerning the medium- 
to long-term direction of the Company 
and share insights on the overall 
background leading up to proposals by 
management. These meetings are 
designed to contribute to the smooth 
and proper resolution of agenda items 
at the Board and three committee 
meetings. The Lead Independent 
Director prepares summaries of 
opinions expressed at the meetings of 
the Independent Directors as necessary 
and submits these reports to the 
Chairman, Co-Presidents and the 
Executive Officers to enable more 
thorough discussions.

Upgrade functions of  
the Secretariat of Board of Directors

In order to enable Independent Directors 
to quickly and accurately grasp the 
status of the management of business 
operations at our company, Finance & 
Accounting, Investor Relations, and 
other departments regularly provide 
information updates. In addition, 
Co-Presidents provide opportunities to 
share in person the opinions of capital 
market participants and a wide range of 
information involving the management of 
business operations in order to facilitate 
a deeper understanding by Independent 
Directors of our business operations. 
The BOD office organizes the  
attendance of Directors at executive 
meetings and other meetings, as well 
as the the Directors' visit to factories 
and other business sites in Japan and 
other countries.

The Board of Directors Office also 
actively utilizes IT tools to drive the digital 
transformation of Board meetings.

Cross-shareholdings policy 

Each year, the Board of Directors 
discusses whether NPHD should 
continue strategic ownership of certain 
stock, in reference to the Company 
policy on cross-shareholdings shown 
below. Shares whose ownership by the 
Company is deemed unreasonable are 
either disposed of completely or re-
duced in amount.

In December 2022, the Board of 
Directors reviewed all of the Company’s 
shareholdings in listed companies to 
verify the rationale for such holdings, 
and determined that there were 
legitimate reasons to sell the shares of a 
number of companies. Some of these 
sales have already been completed.

When exercising voting rights, NPHD 
makes comprehensive judgments based 
on the above policy and other internal 
standards. Such judgments take into 
account medium- to long-term maximization 
of the corporate value of companies in 
which we have strategic shareholdings, 
and the votes’ effects on our Group, 
among other factors.

2020 2021 2022

Number of companies 24 22 18

(Number of listed companies) 6 6 2

Total balance sheet amount (Million yen) 23,645 30,191 5,831

(The amount for listed companies) (Million yen) 22,704 29,268 4,834

Strategic shareholdings and total balance sheet amount (as of December 31)

Company policy on 
cross-shareholdings

The Company holds shares of 
other listed companies as 
Cross-Shareholdings, limited to where 
it can be determined to be reasonable 
in consideration of, among others, the 
necessity of it for business activities 
(e.g., to maintain and strengthen the 
relationship with the business partner), 
the status of the issuer, and the return 
on the capital cost.

Agenda items in FY2022

●  Follow-up on the Board of 
Directors meetings; Confirmation 
of finance strategy and risks; and 
Preliminary information sharing 
about important proposals

●  Follow-up on meetings of the  
three committees; and Exchange 
of opinions about executive 
compensation

●  Look back on the FY2022 
evaluation of the Board of Directors 
effectiveness and examine 
initiatives for FY2023

●  Preliminary discussion for an 
offsite meeting

● Onsite visit
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