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Presentation 

 

Oshima: To investors and analysts, thank you very much for taking time out of your busy schedule today to 
participate in a dialogue event with External Director, Mr. Hatanaka.  

I would like to introduce today's attendees. This is Mr. Yoshihiko Hatanaka, External Director, Chief Corporate 
Governance Officer, Ms. Yuko Kato and CFO, Chief DEI Officer, Ms. Ayako Hirofuji. 

Oshima: I am Oshima of the IR Department and I will be the moderator. Thank you very much for your 
cooperation.  

Today's presentation will be given by Director Mr. Hatanaka and Ms. Kato, followed by question and answer 
session. First, Ms. Kato, our Chief Corporate Governance Officer, will provide a presentation. Ms. Kato, please 
start. 
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Kato: As introduced, my name is Kato. I would like to, first of all, introduce Mr. Hatanaka, External Board 
Member. Mr. Hatanaka is, as you know, the former President and Representative Director of Astellas Pharma 
Inc. He joined Fujisawa Pharmaceutical Co., Ltd., one of the proceeding companies of Astellas, and was in 
charge of corporate planning and finance and represented the US affiliate. He has led the Company's 
management as President and Representative Director since 2011 and the Chairman and Representative 
Director since 2018. He has a broad and diversified knowledge of global corporate management. He is 
currently an Outside Director of Sony Group Inc. and Sekisui Chemical Company and he has been an External 
Director of Shiseido since March 2023 and Chairman of the Compensation Committee since March 2024. Mr. 
Hatanaka, as an Outside Director with management experience of listed companies, he is making significant 
contribution to the discussion and the supervision of the Board of Directors. 
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First, I would like to begin with a brief explanation on two points of our corporate governance, including the 
most recent system revisions. As our Ordinary General Meeting of Shareholders held in March of this year, 
we have changed from a Company with an Audit & Supervisory Board to a Company with Three Statutory 
Committees. We have always positioned corporate governance as the foundation for achieving sustainable 
growth and increasing corporate value over the medium to long term. 

Considering the impact of the recent rapid changes in external environment on our business, we have spent 
much time discussing what roles and responsibility should be fulfilled by the board of directors and the 
execution side based on our awareness of the need to further strengthen the management foundation to 
enable a flexible response to the rapidly changing market environment. As a result, the company decided to 
change to a Company with Three Statutory Committee. 

The main objective is to clearly separate the functions of business execution and supervision and strengthen 
each of them so that the executive side can promote business with flexibility under strong supervision, 
thereby enhancing the effectiveness of strategies even in an increasingly uncertain business environment. 
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As a result, the board members currently consist of 11 directors, 63.6% of them are independent directors, 
and more than 80% of whom are non-executive directors. All members of the Nominating Committee and the 
Compensation Committee are independent directors and the chairman and the majority of the members of 
the Audit Committee are independent directors. 

Shiseido has always been aspired for highly effective governance and reviewed how the board meeting and 
the management execution should be. At this time, although it has been three months since we changed our 
system design and reorganized the board meeting agenda by way of transferring authority to the executives, 
we are also working on time allocation for matters to be discussed and further enhancement of accountability 
of the executives to the Board. Changing the way we run the board meeting in itself is not our objective. We 
shall leverage a new approach to better establish our foundation for growth and increasing corporate value. 
We will therefore continue with this approach for the future. 
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Second, I would like to talk about executive compensation. The Company's executive compensation system 
consists of base compensation, which is fixed compensation and annual bonuses, and long-term incentive 
compensation, which is performance-linked compensation.  

The Company is working on enhancing the disclosure of information on the composition of these types of 
compensation, performance-linked compensation, evaluation indicators, and their respective weights and the 
status of achievement, performance evaluation indicators in the previous fiscal year annual securities reports, 
business reports, and other documents.  

LTI remuneration is a stock-based remuneration, and we have certain valuation items and weights shown 
below as evaluation indicators. In addition to economic value indicators, social value indicators are also 
incorporated into the evaluation items, including indicators related to DE&I such as women's activities as well 
as ESG evaluation scores of ESG rating agencies. The Company previously referred to the evaluation score of 
DJSI’s ESG scores. But from 2024, the score will be changed to that of the MSCI. The Compensation Committee 
has been discussed in the future of executive compensation as one of the main agendas, and we recognize 
that the issue will be discussed on an ongoing basis.  

Thank you for waiting. Now, we would like to have Mr. Hatanaka, the External Director of the Company, to 
talk about topics around Shiseido's governance and some recognized challenges from an external director's 
perspective. Mr. Hatanaka, please. 
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Hatanaka: Hello, everybody. My name is Hatanaka, the External Director of Shiseido. I am very happy that we 
have an opportunity like this for me to speak to all of you today. From these perspectives, shown on this slide, 
I would like to talk about my views, the evaluation of Shiseido’s current governance as the first topic.  

From my perspective, along with the constructive discussions for enhancement of corporate value, we are 
monitoring with high awareness, the validity of robustness of the business execution structure for potential 
operational risk. As Kato-san has mentioned earlier, from April of this year, we have changed the governance 
structure to a company with Three Statutory Committees. Currently, the Company is shifting to a better-
balanced growth away from high dependency on China business, which is recognized as Shiseido's challenge 
as well as the execution of structural innovation to drastically improve the profitability of the Japan Business.  

As a result of the change, we feel that the effective execution of the business side is , and the perspectives of 
board oversight has become more clear with agility and flexibility in business management improving. There 
is no absolute solution to governance. Therefore, we will continue to pursue enhancing corporate governance 
most appropriate for Shiseido in order to continue delivering Company values based on Shiseido's purpose 
and vision. These are my thoughts. 

For the second point here, this is for the evaluation of profitability challenge, recognition, and execution. The 
change in the business environment is shared amongst the business management team and the Board that 
we are able to hold effective discussions and board meetings based on appropriate initiatives and proposals 
of the business side. Specifically, as the China market environment is drastically changing, the growth of Japan, 
US, EMEA, and Asia Pacific markets, enhancing the strength of Shiseido in science, R&D, and expansion of 
profit in new areas, including effective use of M&A. These are some of the recognized important challenges 
for the Company. Therefore, we are increasing the opportunity to oversee the progress and situation of these 
initiatives.  

Furthermore, as the environment continues to change drastically, as you are all aware of, the accurate and 
flexible adaptability in business execution, following the basic principles and policy is essential. On the other 
hand, in order to actually execute these initiatives and to build the future, we have confirmed in board 



 
 

 

 

Support 
Japan 050.5212.7790  North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support   support@scriptsasia.com 
8 

 

meetings the thoughts around human capital management based on a people-first mindset. For example, the 
early retirement that was executed as part of the Japan structural reform, we have had serious discussions 
for the messages we deliver as well as what we expect with employees that apply as well as those that decide 
to continue to stay with Shiseido. We highly evaluate that these ongoing initiatives are in solid progress to 
achieve the vision that has been shared in SHIFT 2025 and beyond. In Q1 earnings call, we saw the growth of 
Japan's business, and the profit improvement in China, and the growth in the US and EMEA. We can see that 
through the business results, as you have heard in the Q1 earnings call. 

The third point, the role and responsibility assumed by myself as an External Director. In terms of the role that 
is expected for myself, I believe that our role is to understand the vision of Shiseido there in the Company's 
value of realizing sustainable society for people's happiness, beauty innovation for a better world, and provide 
oversight and support to ensure the management team is most effectively driving the business to realize such 
vision with the best practice as well as earning the trust of its stakeholders. This is what I believe is my role as 
an External Director. We need to know, is there a structure that can have transparency? And if there is any 
difference to what we expect to the reality, can the Company move with agility, and do we have the best 
talent allocation for the best performance? There are various things that we must look at for maximizing the 
business. In order to do so, we work to understand each of the stakeholders' expectations to Shiseido through 
numerous opportunities. We also continue to increase constructive and transparent discussions and dialogues 
with the business management and board members, even outside of the board meetings and the committee 
meetings. For myself, that is it for now. Thank you. 
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Question & Answer 

 

 

Oshima [M]: The first question is, what are the changes resulting from the transition to a Company with Three 
Statutory Committees. Please answer the question.  

Hatanaka [A]: Thank you very much for your question. As Ms. Kato also explained earlier, Shiseido, since 
before, has been reorganizing relationships between management oversight and business execution, and we 
are aiming for monitoring board-type system of governance. I believe that this transition to the new structure 
is going quite smoothly. The Nominating Committee and Compensation Committee are comprised only of the 
independent directors, and they are engaged in open and transparent discussions. Also, with the transfer of 
authority to representative corporate executive officers and executive officers, the number of agendas 
submitted for board approval has decreased and the meeting can be spent more time on practical discussions 
for business growth and issues that need to be addressed. Also, from this perspective, the roles and 
responsibilities of the Board of Directors in management oversight are much clearer now which leads to more 
effective discussions than ever before.  

Oshima [M]: Thank you. The second question is about the compensation structure as to whether the  
Shiseido's compensation level is low compared to global standards. Are there any plan to review KPIs for 
incentives for executive and senior management to enhance company performance? Do you think the 
Company will be able to increase the proportion of stock-based compensation? Please provide the answer to 
this question. 

Hatanaka [A]: Thank you very much. As you are aware, the Shiseido's executive compensation is based on the 
fundamental policy consisted of six criteria, including talent acquisition and sustainable renumeration levels 
within the context of global talent marketplace. Depending on the roles and job sizing of our officers, we 
design compensation structure by referring to our global peers. 

 .  hat changes do  ou recogni e a er the transi on to a   o pan  ith  hree Statutor 
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However, I also recognize that there are matters that should continue to be monitored in light of the 
fundamental philosophy, such as the level of the compensation and the proportion of fixed and performance-
based compensation and the KPI setting for performance-based compensation, there are areas that we do 
need to continue considering,  

As the Chairman of the Compensation Committee, we do share these issues and concerns within the 
Committee and committed to conducting appropriate reviews and revisions. At the same time, I have also 
requested that the executive side closely examine the linkage between executive compensation and 
employee remuneration. 

Oshima [M]: Now, we would like to invite questions from those who are joining us live. From JP Morgan 
Securities, Ms. Kuwahara please ask a question.  

Kuwahara [Q]: Thank you. My name is Kuwahara from JP Morgan. Mr. Hatanaka, thank you very much for 
your valuable comments.  

Now, in light of the issues raised, I am particularly interested to hear more about the details of the discussion 
your mentioned earlier, about the system for managing risks. At the same time, there are significant changes 
occurring not only in China but globally, with various changes happening rapidly. Within this context, I would 
like to inquire, within the possible scope, more about how the system for managing risk are being discussed. 

At the same time, when we look at the Integrated Report, the growth beyond the structural reform is 
something that you need to pay full attention to. I think it is about accelerating so the system to manage the 
risk and also the accelerating for the future growth beyond the structure reform. About these two points, 
what are the discussions that are held at the board meetings? Please share that with me as much as possible. 

Hanataka [A]: Thank you for your question. As you pointed out, I understand that your question is about how 
we manage risks amidst rapidly changing landscape.  

First, Shiseido is a company engaged in skincare business including cosmetics. For instance, the Company is 
primarily concerned with managing fundamental risks such as quality issues and compliance matters that are 
in question for other companies in general. Therefore, we focus on whether the mechanisms for managing 
and preventing these risks are adequately established.  

Based on that, board members engage in thorough discussions about the overall risks faced by Shiseido, 
including a set of risks for the business operation, including geopolitical risks. We compile them into 
materiality and address how we should deal with these risks and who should be monitoring the progress. 

As far as I am concerned, these are certainly risks on one hand, but on the other, I am particularly interested  
in the fact that these are also opportunities for Shiseido to grow. In addition to addressing risks, I always 
question as to whether we are engaging in discussion with the execution side to a sufficient degree about our 
strategies so as to promptly overcome these challenges by identifying risks ahead of our competitors. That's 
all from me. 

Kuwahara [M]: Thank you very much. If possible, could you briefly provide any specific examples of your 
strategies that risks have been turned into opportunities for growth? I apologize for my lack of imagination. 

Hatanaka [A]: I hope it would be better if specific examples will be provided by Hirofuji-san and other 
executive members. Having said that, I believe that these risks, Including geopolitical risks, are faced not only 
by Shiseido, but also by other competitors.  
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In this context, the key question is how Shiseido can manage risks and tactically navigate the situation. If we 
only follow suit of what other companies do, then we will eventually lag behind, and that means losing the 
market share and losing the customers, so we always pay attention to this point in addressing the risks.  

Kuwahara [Q]: Thank you very much.  

Oshima [M]: We would like to move on to the next question. Mr. Hyogo from Mitsubishi UFJ, please raise 
your question.  

Hyogo [Q]: This is Hyogo, I am a fund manager from Mitsubishi UFJ Trust Bank. Mr. Hatanaka, long time no 
see.  

Looking at Shiseido, I believe that one of the factors that the Company is unable to improve its performance 
significantly is that verification on the return of investment has not been conducted sufficiently. From that 
perspective and considering Mr. Hatanaka's career during your time at Astellas where your executed 
operational excellence, I wonder if Shiseido recognizes that the verification on the return on investment is 
conducted sufficiently. What is your view on that? While this question may overlap with the previous one, 
given Mr. Hatanaka's strict approach to returns in the pharmaceutical industry, I would appreciate it if you 
could share how it appears to you from that viewpoint.  

Hatanaka [A]: Thank you, Mr. Hyogo. Your question is about verifying the return on investment in business. 
In fact, at Shiseido, we have very disciplined benchmarking for investment. I'm not sure if it's appropriate to 
be compared with pharmaceutical companies, but there may be cases where we have different timing of 
investment and return as they come in different time horizons. At what point do we measure the return could 
also differ as well, so it is hard for me to compare apple to apple, that kind of return on investment from my 
past experience to what the Company, Shiseido is doing.  

But if I may repeat myself, we are very disciplined in terms of verifying the return on investment. For instance, 
we are executing acquisitions as is the case of Dr. Dennis Gross Skincare. In that respect, continuous 
discussions have been done and  it has been monitored at every board meeting to verify whether we are 
progressing on track with the plan, or whether there is any opportunities arising from that to expand our 
business. I would not say that Shiseido is not stringent enough in verifying the return on investment.  

Hyogo [Q]: Thank you very much. In that sense,  return on investment is strictly verified and being managed, 
is that correct?  

Hatanaka [A]: Yes, at least from my own experience, there is no doubt that the Company is strictly managing 
its investment returns and additional measures are being taken for further growth.  

Hyogo [Q]: Mr. Hatanaka, please allow me to ask one more question based on your experience. What do you 
think is the appropriate length of tenure for CEO? I believe Uotani-san has been CEO for about 10 years now. 
But from your perspective, what do you think is the appropriate tenure for a CEO? That is all. 

Hatanaka [A]: Thank you for your question about the tenure for CEO. To deliver results as a CEO, a certain 
number of years would be necessary. But if a CEO to stay too long, that could also pose challenges as the 
organization needs to continuously evolve. It is all about taking the balance in general, in my opinion.  

I believe that each company has their own different perspectives and it also varies significantly by industry. 
Furthermore, the business environment and challenges faced by the company at that time are also relevant, 
so there is no single answer.  
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At Shiseido, the succession plan is currently underway. Once the successor CEO is officially determined, the 
next succession will immediately be considered, and the development of candidates will also commence. This 
is regarded as the healthy approach to CEO succession. I think that should be regarded as healthy approach 
to succession planning.  

Hyogo [M]: Thank you very much. Mr. Hatanaka, you have not been an External Director for Shiseido for so 
long, but we are very appreciative that you are here to speak to us. We all hope that you achieve operational 
excellence at Shiseido. Thank you. 

Oshima [M]: Next question from Daiwa Securities, Mr. Hirozumi. Please ask your question.  

Hirozumi [Q]: Thank you. Hirozumi from Daiwa Securities. Thank you very much for this opportunity. I am 
very appreciative of this opportunity. My question is that while it is impossible to visualize everything, I would 
like to know the roles of external directors as well as the monitoring board-type governance, how is it working 
and how effective is it? If that can be quantified, that will be appreciated.  

As for the operation of the monitoring board-type system, for instance, how much it has been possible to 
speed up, or the extent to which deeper deliberations have been conducted. In the case of Mr. Hatanaka, as 
you come from Astellas and is currently serving as an external director at companies like Sony and Sekisui 
Chemical, could you provide us with some figures to demonstrate how much work is being done compared to 
these companies? That is all. 

Hatanaka [A]: Thank you for your question. As for the monitoring board-type system, I believe your 
mentioned that whether we could demonstrate its effectiveness in terms of speed or quality in numeric data. 
However, it is not realistic and extremely difficult to quantify its effect.  

This comes down to the financial outcomes, and we believe the best way to measure this is by comparing the 
progress of our ongoing SHIFT 2025 and Beyond with what you have been expecting. I think would not be of 
any help even if I provide any numbers, so I would appreciate it if you could judge based on the actual results. 
We would appreciate it if you would assess whether the relationship between the board of directors and 
execution side is working effectively. Additionally, I would be very grateful if you could see how quickly we 
have been able to make adjustments is we are not on track with our medium-term plan as expected, as that 
will ultimately be reflected in the results.  

Hirozumi [Q]: I have two questions to ask, although I am aware that you may not be able to answer. In that 
regard, are there any examples where, for instance, Shiseido was heading in the negative direction, however 
the Board was able to take the right action to get back on the right track and as a result, things have turned 
out to be successful? 

Hatanaka [A]: Well, while I would prefer not to provide specific examples, but for instance, last year, when 
significant changes occurred, the Board spent considerable amount of time and had numerous discussions to 
find the right strategy to adjust the overall plan. As I mentioned earlier, this kind of agility in our action has 
become prominent  between January and March or in Q1 this year.  

Hirozumi [Q]: Understood. Additionally, given your experience at Astellas, and your tenure at Sony and Sekisui 
Chemical, if you could share any insights on the effectiveness and characteristics of Shiseido's Board of 
Directors as compared to those companies, we would appreciate your perspective. How does that sound? 

Hatanaka [A]: At least from my experience, companies that your mentioned earlier are all composed of 
directors with diverse backgrounds and there is a high level of transparency in their discussions. Also, the 
information provided by the executive side is also very transparent.  
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Since Shiseido also has a similar tendency to a significant extent, my focus has always been on agility in their 
actions and the quality of results delivered in the areas where we delegated the authority from the Board to 
the execution side. That is what I always focus on when I engage in dialogue with them. 

Hirozumi [Q]: Understood. We would also like to monitor such initiatives, so we would be grateful if you could 
continue to hold this kind of meetings. That is all. Thank you.  

Hatanaka [A]: Thank you. 

Oshima [M]: Next is Mitsui Sumitomo Trust Asset Management, Mr. Koguchi, please go ahead. 

Koguchi [Q]: Mitsui Sumitomo Trust Asset Management, Koguchi. Long time no see. I would have never 
imagined to be able to see you at a Shiseido meeting. I am very happy to see you today. 

For myself, I have a question regarding corporate culture. In the latest Integrated Report, you have mentioned 
in the interview that the Company needs create more positive energy and employees should be more positive 
and with more energetic.  

From what we understand, when I see people at Shiseido people whom we have regular interactions, it 
appears to me that they are very positive and energetic. So, I would like to know where did this idea come 
from? I thought it was a unique perspective reflecting the views of an external director. I would very much 
like to hear more about it. Thank you.  

Hatanaka [A]: Thank you very much. I believe your question is about Shiseido’s corporate culture as to where 
my comment in the integrated report is coming from.  

As for myself, it has been a little over one year as an External Director of the Company. Aside from the board 
or  committee meetings, I have had the opportunities to engage in discussions with key management on the 
execution side. I have had numerous opportunities for dialogue. This past year has been, I would say, a difficult 
year for Shiseido which is still continuing now. The challenge is that the people face, how does the Company 
overcome that? That is where a lot of the discussions that I participate tend to focus on.  

Firstly, as I have mentioned earlier, and yes, that is also true, the reason for undertaking such actions now is 
to invest in the future after overcoming that point. I am contemplating whether the connection here might 
still be slightly lacking. 

Everyone enjoys hearing about positive investment opportunities; however, there has been a necessary focus 
on addressing immediate challenges while ensuring a stable foundation over the past year. This has been my 
personal perception. 

This is not necessarily a bad thing, and it seems to me the result of the discussions required at that time, in 
my impression. 

Koguchi [Q]: Understood. Do you think mean that adverse business conditions is inviting such an impression?  

Hatanaka [A]: Yes. While I am not directly involved or engaged in various discussions with the execution side, 
I have been advocating that they should feel more free to express their opinions, and such a view is also 
shared by the top management. This aspect, unfortunately, remains invisible to me as an external director. 
However, I believe that this will become more visible in the future by having more discussions. 
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Koguchi [Q]: You talked about employees, but what is your perspective on those who are in the execution 
side, including Mr. Uotani or Mr. Fujiwara?  

Hatanaka [A]: They are attempting to be agile and implementing extremely swift and effective measures. In 
my view, we have very effective management team. Right now, CEO is Mr. Uotani and he has created a 
wonderful team, and they are trying to further evolve that. I can see that they are trying to really improve and 
transform the management team. This is conveyed by Mr. Uotani and Mr. Fujiwara. I am confident in my role 
as an external director of Shiseido and believe that I can participate in events such as this.  

Koguchi [M]: Thank you very much.  

Oshima [M]: Thank you. Then, next question is from CLSA Securities, Mr. Oliver Matthew.  

Matthew [Q]*: Nice to meet you. Thank you for taking the time. I have a question on the Compensation 
Committee. How radical do you think the changes need to be for you to attract the right people to deliver this 
huge increase in operating profit margins? The opportunity is there, but it requires some changes. To do that, 
you will need to bring in world-class talent globally. It does seem some significant changes need to be made 
to achieve these goals. Please, could you explain how radical you think changes are needed on compensation? 
Thank you. 

Hatanaka [A]: Thank you for your question. Your question was about our approach to compensation and how 
we will change that. Thank you for your question.  

As I mentioned earlier, we are designing in our compensation by referring to those of global competitors. On 
the other hand, considering the six fundamental philosophies, I still feel that there is some room for change 
in terms of the level of remuneration, the composition ratio of performance-linked remuneration, and the 
setting of KPIs related to performance-linked remuneration. 

We are now in discussion with the Compensation Committee to what extent we will change our current 
structure. Recently, Japanese companies are beginning to look at the compensation from an entirely different 
viewpoint. It is not that Shiseido should follow suit of other companies. However, I do think it is essential to 
consider whether Shiseido is chosen by the best talent across the world or will the best talent wish to work 
for Shiseido. Incentives are not limited to remuneration alone, but I believe that remuneration is an extremely 
crucial element, so I would like to proceed with this matter while keeping an eye on it. As for specific levels, I 
would like to refrain from discussing them as of today. 

Matthew [M]*: Thank you very much. I believe that you will have a great opportunities ahead so I hope you 
will make a positive change. 

Hatanaka [M]: Thank you very much. 

Oshima [M]: Thank you very much. We have some questions in the Chat, so let me move over to the chat.  

We have a question from JP Morgan Asset Management, Mr. Osada.  

There have been discussions that the changes in the governance structure have led to greater agility and 
flexibility. I would appreciate it if you could share the background of this understanding, based on specific 
examples to the extent you are able to disclose, that it has indeed improved compared to before. Thank you. 
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Hatanaka [A]: Thank you very much. Yes, I mentioned that with the change of governance structure, the 
agility and flexibility have improved. What is happening in reality is that the execution side ow has greater 
freedom to implement strategies, and the speed of implementation is becoming faster.  

On the other hand, of course, their actions always involve accountability and report to board members, for 
instance, are now being made in an extremely flexible manner such as by email.  

In order to add assets and capabilities required for the Company, M&A is something to be considered in the 
future as the Company expects to grow. However, especially in situations where there are specific 
counterparts or competitors, without speed and flexibility in conducting mergers and acquisitions, it is unlikely 
that trust will be gained from the other parties, and it may not result in favorable outcomes for Shiseido. 

 While I would prefer not to specify any specific cases that have occurred in the past, it is my understanding 
that Shiseido's competitiveness has increased by gaining more flexibility.  

Oshima [M]: Next, we would like to invite question from Sumitomo Life Insurance, Mr. Hirohashi, please.  

Hirohashi [Q]: I am Hirohashi from Sumitomo Life. Nice to meet you. Thank you for this opportunity. Very 
brief question. At this time, Shiseido has now shifted to a Company with Three Statutory Committees and the 
composition of the board members being of very high caliber and esteemed quality, I would like to express 
my admiration for having such wonderful structure.  

I believe the next step is to find the way to further improve the effectiveness of the board. I have reviewed 
corporate governance reports of the Company, and it is often the case that we find phrases explaining that 
the effectiveness of the board is evaluated as it is functioning properly or other similar phrases, in general. 
However, I would like to know if there is any issues about improving the effectiveness of the Board as well as 
how various issues are discussed at the board meetings, if there are any points you could share, I would 
appreciate it. Thank you. 

Hatanaka [A]: Thank you for your question. I understand your question is about the effectiveness of the Board. 
It is my understanding that basically our discussions at the board meeting, including questions and answers,  
is becoming more clear which I think is the most significant point.  

In the past, there were things that the Board could leave to the execution team used to be discussed at the 
board meetings due to legal reasons. We had various issues in different magnitudes brought to the Board, 
faced with physical and time constraints. Now, with the shifted to a Company with Three Statutory 
Committees, we have thoroughly discussed last year what topics should be raised and in what manner, as well 
as what discussions should be had, including a detailed discussion on the process itself. 

Certainly, the effectiveness evaluation comes out to be some sort of conventional expressions such as almost 
satisfactory. Having changed the governance structure in March, I have seen significant improvement after 
the transition in terms of agenda selection for the board meetings with a greater focus of discussion. In next 
year's effectiveness evaluation, I am sure that the effectiveness of the Board will be even more highly 
evaluated. Thank you very much.  

Hirohashi [M]: Understood very well. Thank you.  

Oshima [M]: One more time, let us please try from Jefferies, Ms. Kawamoto.  

Kawamoto [Q]: Hello, this is Kawamoto from Jefferies. Thank you very much for such a precious opportunity 
today. 
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I have a question regarding the evaluation criteria for measuring social value. I have had the opportunity to 
review the section on page 6, showing that environmental and social ESG factors are weighted at 20% as a 
measure of societal value. I am interested in understanding how discussions are being held to align social 
value with shareholder value. 

First, regarding the weight of 20% in  environmental and social ESG, how is that allocated in the evaluation 
process? Furthermore, by setting that target, what kind of changes are happening in the Company? I believe 
that that CO2 emission reduction target seems a bit far away. I believe it might be hard to evaluate on an 
annual basis.  

Aside from CO2,  Could you please share your thoughts on how you are considering the situation, given the 
changes in legislation, such as the regulation on fluorinated organic compounds in France from 2026? 

Hatanaka [A]: As for the breakdown of this, we do not disclose. I apologize that I cannot answer that. As we 
look at the weight, we look at this 20% and look at these metrics. Another point is about how the evaluation 
of ESG and social value will be reflected in corporate value, which is something we are always discussing. 

Kawamoto [Q]: Thank you very much. Here is the CO2 emission reduction target in the environment. Are 
there any other areas about the environment? 

Hatanaka [A]: This applies to the use of preservatives as well as reduction of plastic containers. At Shiseido, 
there is a mission to contribute to people's health as well, so we are aware of that as a board member. 
Therefore, anything that would give burden to the environment, we will be cautious of and try to reduce and 
to try to add value. That is the thing that we need to consider, and that is a continuous discussion we have as 
a board member regarding the environment. 

To realize its own philosophy, Shiseido believes it is necessary to undertake more effective actions towards 
society and human capital.  

For instance, in terms of human capital, there is a push for advancing investments in that area. Although 
Shiseido is a company where DE&I (Diversity, Equity & Inclusion) is progressing, there is a question of how to 
prove this progress or how further advancement can increase value. In fact, the Board of Directors has 
requested the Human Resources department to consider these issues thoroughly.  

While it is thought that many companies are working on how the evaluation of ESG (Environmental, Social, 
and Governance) is linked to corporate value, as mentioned earlier, Shiseido's Board of Directors has great 
interest in this area and has requested further verification of execution. 

Kawamoto [M]: Thank you very much.  

Oshima [M]: The next question will be from Goldman Sachs Securities, Mr. Miyazaki, please ask your question.  

Miyazaki [Q]: Hello, Miyazaki from Goldman Sachs. Thank you very much for this opportunity today. One 
question from me.  

During the first half of your presentation today, there was a brief discussion regarding the acquisition of Dr. 
Dennis Gross. From what was explained at that time, I believe that there has been thorough verification at 
every board meeting following the acquisition. However, I am curious if there were any changes in the process 
compared to before the acquisition, or what kind of discussions were held at the board meetings to seek 
returns. Could you please share more about the interactions and considerations at the time of making the 
acquisition decision? Thank you. 



 
 

 

 

Support 
Japan 050.5212.7790  North America  1.800.674.8375  

Tollfree  0120.966.744 Email Support   support@scriptsasia.com 
17 

 

Hatanaka [A]: Thank you. Your question was about the acquisition of Dr. Dennis Gross and what were the 
discussions associated with this transaction.  

We have a non-disclosure agreement on the specific details so I will not be able to share them with you. 
However, fundamentally, we must diversify our portfolio from as it has been concentrated in China, Travel 
Retail, and Japan to expand into Western countries or the Asia Pacific region. Within the context of this broad 
strategy, there is a component that involves organic growth, including our own R&D efforts to implement 
organic development strategy. Nevertheless, there has been a discussion about the necessity of incorporating 
M&A as well. In this context, various considerations are being made by the Americas regional headquarters 
and responsible divisions in the headquarters, to target specific objectives. These have been extensively 
debated in the board meetings, and we believe that our M&A activities have been successful. 

Accordingly, this was not a matter of seizing an opportunistic chance, but rather, it has been conducted under 
a strategic plan from the beginning, with the intention of enhancing our capabilities and strengthening our 
portfolio. In this sense, discussions have been thoroughly conducted on how we view returns, manage PMI, 
and expand this further to other regions. Therefore, I currently view this acquisition as one that will 
undoubtedly be successful.  

Miyazaki [Q]: In the course of discussion for making decisions, is my understanding correct that you have 
discussed not only what should be done now but also what areas should be focused on after the action is 
taken, and the Company has been able to engage in ongoing discussions for verification at the board meetings 
after the acquisition?  

Hatanaka [A]: Yes, you are correct.  

Miyazaki [M]: Understood very well. Thank you very much for your explanation.  

 

[END] 

______________ 
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