






































































































































































































































“Hanatsubaki” Chinese Issue “GINZA and SHISEIDO” Feature

Shiseido Gallery

The Shiseido Gallery, which opened in 1919, is one of

the oldest art galleries in Japan. Since its opening, the

gallery has been renowned for its constant efforts to

support young and forward-thinking artists, and for the

way it explores and pushes the frontiers of

contemporary art.

In 2020, the Shiseido Gallery held a number of

exhibitions to encourage dialogue and interaction

between Shiseido employees and guest artists. The

aim of these exhibitions was to create new

opportunities for Shiseido brands, employees and

artists alike, by providing a platform for creativity,

learning and knowledge sharing.

The 14th shiseido art egg, featuring artist Taishi Nishi’s “Ghost

Demo”

Receiving the Special Award at the Japan Mécénat Awards

At the Japan Mécénat Awards 2020, sponsored by the Association for Corporate Support of the Arts, Shiseido was

presented with the Special Award granted by the Commissioner for Cultural Affairs. This award was given in recognition

of our achievements in the planning and operation of the Shiseido Gallery.

We were highly praised for taking on the challenge of creating social value through art, and for continuously evolving

while carrying on the spirit of our founder. The judges were also impressed by our policy of incorporating culture into

management, raising shared awareness among employees, and tackling social issues.

Among the 165 eligible projects, one received a Grand Mécénat Award, five received Awards for Excellence, and one

received a Special Award. The Shiseido Gallery also received the Grand Mécénat Award in 2007, and the Flower Art

Award in 2014.
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Information Security Management

Policy Related to Information Security

Shiseido establishes “Shiseido Group Information Security Policy” for all persons working in the Shiseido Group to

protect and maintain various essential information assets owned by business sites of the Group by setting robust

information security. Under this Group-wide basic policy, we strive to manage and operate various information assets.

Employees receive continuous education on information security, such as annual training through e-learning.

Policy Related to Protection of Personal Information

Shiseido deeply recognizes the importance of personal information acquired through business and other relevant

activities and considers it a social responsibility to thoroughly protect such information. Therefore, we have established

the “Shiseido Group Privacy Rule” to which all employees of the Shiseido Group should adhere. All companies in the

Shiseido Group endeavor to ensure the protection of personal information.

Details of Shiseido’s policy on the protection of personal information are available in its Privacy Policy.

Information Security Management Systems

(1) Management structure

The Shiseido Group has established information security management systems, and the Chief Information Security

Officer (CISO) has been appointed their representative. The CISO assumes overall responsibility for the handling of

information assets and information systems, and engages in the planning and implementation of information security

strategies and initiatives while communicating with the management team.


The CISO also supervises the activities carried out by each Group company to promote information security

management. Those activities are related to the development and enforcement of rules and guidelines regarding

confidential information control, personal information protection, information system management and information

security measures; installing safety measures; and providing training/education/awareness programs. The heads of

offices, departments and affiliates in Japan are appointed as information security managers responsible for the

implementation of information security-related initiatives at their respective organizations. At regional headquarters

outside Japan, an information security contact has been installed to regularly communicate with the CISO, in order to

ensure continued efforts to maintain and improve the Group’s overall information security activities.

9HISEIDO�/NFORMATION�9ECURITY�3ANAGEMENT
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(2) Development of policies and rules

To promote information security management systems, we have formulated the Shiseido Security Framework in

reference to a number of major related guidelines, such as the ISO 27001 international standard for information security

management systems, the NIST Cybersecurity Framework/special publications, and the Center for Internet Security

Critical Security Controls (CIS-CSC).


To put the Framework into practice, a range of more specific guidelines and rules have been created. These include the

above-mentioned “Shiseido Group Information Security Policy” and “Shiseido Group Privacy Rule”, in addition to rules

and regulations regarding information asset handling/management and information system development, operation and

management. We are working to promote compliance with these guidelines and rules on a global scale by encouraging

the engagement of overseas offices.


To ensure information security in activities involving external business partners, we ask them to observe the Shiseido

Group Supplier Code of Conduct［ PDF : 876KB ］, which includes requirements for proper handling of confidential

information and protection of personal information. When outsourcing operations involving personal information, we

verify the information management capability of potential outsource service providers in advance.

Establishment of information security-related rules

Information Security Enhancement Initiatives

(1) Employee training/education/awareness

The Shiseido Group conducts information security e-learning programs on a regular basis to maintain and improve

employee awareness. We provide guidance to new graduate and mid-career hires during orientation sessions to instill

the importance of information security management in our personnel from the time they start with the Group.


To keep employees updated about information security issues, the latest information is posted on our internal portal

site and sent to the entire workforce via e-mail.
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Training for all employees Internal email magazine

(2) Information security audit/vulnerability check

At the Shiseido Group, we ensure the proper handling of information assets as well as the implementation of

appropriate information security measures for information system development, operation and management.

Information system and operational audits are performed at all offices, departments and affiliates, where supervision is

conducted over improvements to any issue detected.


Also, we periodically perform a vulnerability check on information system infrastructures and application programs, and

if vulnerability issues are detected, instructions and improvement advice are provided.

(3) Information security incident response

At the Shiseido Group, the information security department responds to accidents and emergency situations involved in

information security. It executes the necessary actions in cooperation with the risk management and information

system departments depending on the impact of specific situations. The information security department works to

improve emergency response capabilities through organizing periodic drills (more than twice a year: provided by Nippon

CSIRT Association, forensic service provider and others) and revising associated sections of the manual based on issues

revealed through such training opportunities.


Shiseido has registered with the Nippon CSIRT Association (Shiseido CSIRT) to share information with relevant agencies

and with similar departments at other companies.

(4) Third-party assessment

In order to verify that the Shiseido Group’s practice of its information security initiatives and management systems are

appropriate, the information security department is subject to periodic third-party assessment performed by the

Group’s audit department as well as external assessment services entrusted by the department. Issues and challenges

identified through each assessment session is used to develop information security strategies and initiatives.
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Protection of Intellectual Properties

Shiseido Group invests in R&D and marketing to develop innovative technologies and increase

our brands’ value. Therefore, enhancing our Intellectual Property (IP) value is a crucial activity

for our sustainable growth. IP includes intangible assets such as patents, trademarks,

copyrights, industrial designs, trade secrets, etc. We protect our inventions, brands, marketing

ideas and other IP outcomes properly, as these assets play key roles in our future success. We

also respect third parties’ IP rights and provide internal trainings for our employees to raise the

awareness.

 

Note: Intellectual properties refer to intellectual property rights (patent rights, trademark, design rights, copyrights, etc.) and

business confidentiality (know-how, etc.).
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Tax Policy

Shiseido’s Tax Policy

Shiseido Group’s Tax policy in the United Kingdom
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Global Tax Policy

Shiseido Group complies with the laws and regulations in all countries in which we run business. “Our Mission, Values

and Way”, our corporate philosophy, sets forth the code of conduct for all employees to ensure our compliance to the

law. In addition, we set the global tax policy here to ensure the tax transparency. We aim to maximize the shareholder

value by mitigating the tax risk globally.

Tax Principles

Compliance

We comply with the international guideline established by the OECD and the laws and regulations in all countries in

which we run business. We will not engage in abusive tax evasion through tax structure without commercial substance

or shift profit to countries with low tax rates.

Governance

The discipline for the compliance and accurate tax accounting is set forth in “Our Mission, Values and Way”, our

corporate philosophy, and shared with all employees to ensure the tax transparency. We will resolve the tax issues by

managing the tax risk locally by each RHQ, and sharing the tax information globally in a timely manner.

Responsibilities and Organization for the Tax Compliance

Tax compliance is under the responsibility of the CFO. To manage the global tax risk effectively, tax team of global

headquarters manages the tax compliance of the group, and CFOs at each regional headquarters manage the tax

compliance in their region. Employees with tax expertise are assigned as necessary for the smooth operation of our

global tax risk management organization. We provide trainings to employees to raise awareness on the tax compliance.

Maximization of the Shareholder Value

In order to improve the shareholder value, we strengthen the governance and save tax by utilizing tax incentives where

applicable in the ordinary course of business.

Transfer Pricing

Our transfer pricing policy is in accordance with the OECD Transfer Pricing Guidelines and the laws and regulations of

each country in which we run business. The pricing for the intercompany transaction is determined based on the policy.

Tax Havens

We do not utilize the tax havens to solely avoid tax.
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Relationship with the Tax Authorities

We cooperate with the tax authorities and build a good relationship with them.

 

Shiseido's Corporate Social Responsibility Back Issues 2021

134



Shiseido UK Tax Policy

SHISEIDO Group complies with the laws and regulations in all countries in which we run

businesses. THE SHISEIDO PHILOSOPHY, “OUR MISSION, DNA and PRINCIPLES” and Shiseido

Group Standards of Business Conduct and Ethics sets forth the code of conduct for all

employees to ensure our compliance to the law. In addition, we set the global tax policy to

ensure tax transparency. The following document lays out the company’s strategy and

approach in 2021 for the United Kingdom. We publish this statement to meet our obligation

under Paragraphs 19(2) and 22(2) of Schedule 19 of FA2016.”

Governance and Responsibilities

The discipline for the compliance and accurate tax accounting is set forth in Shiseido Group

Standards of Business Conduct and Ethics and shared with all employees to ensure tax

transparency.

The Chief Financial Officer (CFO) / The Finance Director (FD) is ultimately responsible for

Shiseido’s overall tax risks. We will resolve the tax issues by managing the tax risk locally by

each Regional Head Quarters (RHQ) and sharing the tax information globally in a timely

manner.

Tax compliance is under the responsibility of the CFO and/or the FD. To manage the global tax

risk effectively, the tax team of Global Head Quarters (HQ) manages the tax compliance of the

group, and CFOs and/or the FDs at each RHQ manage the tax compliance in their region. Each

RHQ assigns the employees with tax expertise as necessary. We provide trainings to

employees to raise awareness on the tax compliance.

The Senior Accounting Officer (SAO) is responsible for the day-to-day management of the UK

tax risks. In the UK, this role is performed by the UK&I Group CFO.

Tax Planning

Shiseido’s tax arrangements are based on its commercial business and economic activities.

Shiseido monitors and reviews its operations in the UK and elsewhere to realign its tax

arrangements when necessary to be compliant with the tax rules and regulations.

Globally, we comply with the international guideline established by the Organisation for

Economic Co-operation (OECD) and the laws and regulations in all countries in which we run

businesses.

Our transfer pricing policy is in accordance with the OECD Transfer Pricing Guidelines and the

laws and regulations of each country in which we run business. The pricing for the

intercompany transaction is determined based on the policy.

We adhere to the UK Double Tax Treaties and the relevant guidance issued by the OECD for

international tax matters.

Tax Risk

We aim to maximize the shareholder value by mitigating the tax risk globally.

We will resolve the tax issues by managing the tax risk locally by each RHQ and sharing the

tax information globally in a timely manner.
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Where there is complexity or uncertainty we may seek support from external advisors.

Relationship with Her Majesty’s Revenue & Customs (HMRC)

We seek to build and sustain relationships with government and HMRC that are constructive

and based on mutual respect. We work collaboratively wherever possible to resolve disputes

and to achieve early agreement and certainty.
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Governance

Corporate Governance Policy

The Shiseido Group including the Company has established BEAUTY INNOVATIONS FOR A BETTER WORLD as OUR

MISSION in its Corporate Philosophy THE SHISEIDO PHILOSOPHY, and defines the corporate governance as our

“platform to realize sustainable growth through fulfilling OUR MISSION”.


The Company strives to maximize medium-to-long-term corporate and shareholder value by implementing and

reinforcing corporate governance to maintain and improve management transparency, fairness, and speed, and by

engaging in dialogue with all stakeholders, from consumers, business partners, employees, and shareholders to society

and the earth. At the same time, by fulfilling its responsibilities as a public entity of society, the Company works to

optimize the value it delivers to respective stakeholders.
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Skills and Expertise Required of Directors and Audit & Supervisory Board Members

Business Management and Execution Structure

Committees Involving Directors and Executive Officers

Shiseido’s Board of Directors is structured to be small for quick decision-making. It is composed of seven members

including three external directors and presided by the President and CEO. The Board of Directors meets approximately

once a month to discuss all significant matters.


The Company has adopted an executive officer system, placing its business execution function under the control of

executive officers and separating it from the supervisory function, the responsibility of the Board of Directors. On top of

that, we have the Executive Committee, which discusses important matters related to business execution from various

aspects before final decisions are made by the President and CEO, and the Global Leadership Committee, which

deliberates business plans, medium-to-long-term strategies, and other matters. Both committees are chaired by the

President and CEO.

Yoko Ishikura resigned as external director as of August 31, 2021, and therefore the number of directors has been changed from 8 to 7.*

Shiseido's Governance in Numbers

Shiseido's Corporate Social Responsibility Back Issues 2021

138



At the same time, we are working to delegate authority to executive officers, clarify their responsibilities, and

accelerate business execution. Executive officers make decisions regarding the execution of business in their areas of

responsibility and deliberate matters to be proposed to the Board of Directors and the Executive Committee.


In order to ensure that our Board of Directors maintains an independent perspective and further strengthen its

supervisory function over business execution, in 2006, we appointed two highly independent external directors.

Currently, the number has been increased to three.


Among the four internal directors, two have built careers outside of Shiseido: one as a corporate manager, and the

other as a financial officer; while the remaining two have had long careers in Shiseido: one having expertise in various

brands of the Company as well as new business development, and the other possessing knowledge and experience in

such fields as marketing, product development, finance & accounting, and supply network. We believe that such

composition ensures diversity of the Board of Directors. We also appoint younger members as executive officers,

thereby aiming to strengthen the executive function.
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Ensuring Effectiveness of the Board of Directors

The Company believes that a truly effective Board of Directors requires exhaustive discussions

at the Board meetings upon sharing appropriate information with external directors regarding

the Company’s basic management policy and important management matters. Important

management matters are carefully deliberated by the Board over a number of meetings

including offsite meetings, ensuring that formulated policies and decisions are backed by a

sufficient amount of information and deliberation.

The Company also places particular importance on the diversity of its directors and Audit &

Supervisory Board members, with the belief that diverse opinions stemming from various

expertise and insights result in versatile discussions, which are indispensable for an effective

Board.

Topic One: Medium-to-Long-Term Strategy WIN 2023 and Beyond

On February 9, 2021 the Company announced its medium-to-long-term strategy, WIN 2023

and Beyond. The formulation of this strategy, which defines the basic policy of the Company

for the medium and long term, required particularly detailed considerations and discussions

based on the opinions of both internal and external directors with a wide range of

perspectives. Therefore, in addition to discussions by the Board of Directors, several discussion

meetings were held with external directors to deliberate the new strategy. The meetings

encompassed a considerable amount of questions and recommendations, as well as exhaustive

discussions related to the Company’s issue awareness and strategic proposals, their purpose,

overall direction of initiatives, and matters requiring further consideration. These discussions

have been incorporated not only into WIN 2023 and Beyond overall, but also into each of the

initiatives based on this strategy.

Topic Two: Transfer of Shiseido’s Personal Care Business and Joint

Venture Establishment

On February 3, 2021 the Company announced the transfer of its Personal Care business to a

legal entity financed by funds advised by CVC Asia Pacific Limited and its subsidiaries.

Following the transfer, the Company will stay involved in the Personal Care business as a

shareholder of the new company which will operate the business. This matter was discussed

at a number of the Board meetings in order to determine the strategic positioning of the

Personal Care business in the Company’s portfolio, possible scenarios for its development,

selection of candidates for the transfer, and other issues. Among these topics, the transaction

was discussed with particular consideration from the following aspects: significance and

appropriateness of selection of the transferee, business plan following the joint venture,

continued employment and treatment of the employees involved with the business, ability to

increase the value of the business and provide opportunities to its employees. Information

regarding the status of the project was regularly shared with directors and Audit &

Supervisory Board members on various occasions not limited to the Board meetings. The final
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decision was reached upon unanimous agreement of all attendees that this is the best option

among possible scenarios.

The Company’s external director Yoshiaki Fujimori concurrently serves as Senior Executive

Advisor of the transferee’s related company. In order to ensure the fairness of the transaction,

he did not participate in any related deliberations or determinations of the Board of Directors

of the Company, nor did he participate in any information sharing, discussions, consultations or

negotiations with CVC held by the Company pertaining to the transaction.
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Process of Evolution

Process of Corporate Governance Evolution

The Shiseido Group including the Company has established BEAUTY INNOVATIONS FOR A BETTER WORLD as OUR

MISSION in its Corporate Philosophy THE SHISEIDO PHILOSOPHY, and defines the corporate governance as our

“platform to realize sustainable growth through fulfilling OUR MISSION”.


We began full-fledged initiatives toward strengthening corporate governance in 2001. Our continuous reforms to date

can be divided into three stages.

Moving to the Third Stage of Corporate Governance

The first stage initiated a corporate governance reform. Initiatives to separate the functions of management supervision

and execution included the introduction of the corporate officer system. At the second stage, we implemented various

initiatives to create the framework of our corporate governance such as the establishment of the Nomination &

Remuneration Advisory Committee (formerly, “the Nomination Advisory Committee”) and the appointment of external

directors. In this way, we have set out objective quantitative and pro forma standards. We enhanced the quality of

corporate governance by rigorously employing this framework and actively disclosing the outcomes. We have now

entered the third stage, in which we are targeting corporate governance that furthers sustainable growth. We aim to

achieve “tense collaboration” by balancing management oversight and supervision with the broad authority vested in

the President and CEO, which he or she needs in order to exercise ultimate leadership in Shiseido’s global management.


This tense collaboration does not excessively limit or decrease the CEO’s authority, but rather, given the broad

authority vested in the CEO, establishes a process of regular evaluation of the CEO and management execution by the

Board of Directors and other supervisory organs, to whom the CEO is fully accountable. This process also involves

regular CEO evaluations by the Nomination & Remuneration Advisory Committee.
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Corporate Governance System

Reasons for Adopting the Current Framework

The Company has adopted the framework of a company with an audit & supervisory board

system, which exercises dual checking functions whereby business execution is supervised by

the Board of Directors and audited for legality and appropriateness by the Audit & Supervisory

Board. In order to maintain and improve management transparency, fairness, and speed as per

the basic policy on corporate governance, the Company has reinforced the supervisory

function of its Board of Directors by incorporating outstanding features of a company with a

nominating committee, etc. and a company with an audit and supervisory committee.

Based on the Shiseido Group’s matrix-type organizational system with brand categories and

six regions combined, the Company as the global headquarters is responsible for supervising

the overall Group and providing necessary support, while many of the responsibilities and

authorities are delegated to the respective regional headquarters of Japan, China, Asia Pacific,

the Americas, EMEA, and Travel Retail. We held repeated discussions with regard to an ideal

corporate governance system under this matrix organization, including the composition and

operation of the Board of Directors. As a result, the Board of Directors concluded that

adopting the monitoring board-type system would be appropriate to ensure sufficient and

effective supervisory functions over the Shiseido Group overall. Therefore, we resolved on the

monitoring board-type corporate governance framework while leveraging the advantages of a

company with an audit & supervisory board system.

Diversity of Directors and Audit & Supervisory Board Members

The Company believes that its Board of Directors should be composed of directors with

various viewpoints and backgrounds in addition to diverse and sophisticated skills, required for

effective supervision over the execution of business as well as decision-making on critical

matters. Furthermore, the Company believes that its Audit & Supervisory Board members

should have the same degree of diversity and expertise as directors, as they have a duty to

attend meetings of the Board of Directors and state opinions as necessary.


When selecting candidates, we place importance on ensuring diversity, taking into account not

only gender equality, but also other attributes such as age, nationality, personality, and

insights and experiences in various fields related to management. In addition, the Company

has set a certain maximum term of office for external directors and external Audit &

Supervisory Board members in order to reflect their independent views to the management of

the Company, and allows a handover period from long-serving external directors and Audit &

Supervisory Board members to newly appointed ones to ensure appropriate transition.
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Ratio of External Directors

The Company’s Articles of Incorporation set the maximum number of directors at 12. The

optimum number of directors for appropriate management supervision is determined based on

this upper limit and such factors as the Company’s business portfolio and scale.


For external directors, the number is set at three or above to allow such members a certain

degree of influence within the Board. In addition, the Company has established a target of

electing half or more of its directors from outside.


In selecting external directors and Audit & Supervisory Board members, high priority is given to

independence. Our basic principle is that candidates are required to meet the Company’s

“Criteria for Independence of External Directors and Audit & Supervisory Board Members” as

well as possess highly independent thinking.

Criteria for Independence of External Directors and Audit & Supervisory Board Members

(Summary)
・

Not a person who is or has ever been responsible for

executing the business of the Company or its affiliated

companies (collectively, the Shiseido Group)

・Not a person for whom the Shiseido Group is or has

ever been a major client or a person who has executed

business for an entity for which the Shiseido Group is

or has ever been a major client

・Not a person who is or has ever been a major client

of the Shiseido Group or a person who has executed

business for an entity that is or has ever been a major

client of the Shiseido Group

・Not a person who executes or has ever executed

business for an entity in which the Shiseido Group is a

major shareholder・
Not a person who is or has ever been a major

shareholder of the Company or a person who has

executed business for an entity that is or has ever

been a major shareholder of the Company・
Not a professional such as an attorney or a

consultant who has received a large amount of money

・
Not a person who is receiving or has ever received a

large donation from the Shiseido Group or a person

who has executed business for an entity that is

receiving or has ever received a large donation from

the Shiseido Group

・Not a person who is or has ever been an accounting

auditor of the Company or a person who has belonged

to an entity that is or has ever been an accounting

auditor of the Company

・Not a spouse or close relative of any person

excluded above

・Not a person affiliated with a company that

reciprocally appoints a director or Audit & Supervisory

Board member from the Shiseido Group・
Not a person who could otherwise be reasonably

judged unable to fulfill the duties of an independent

director or independent Audit & Supervisory Board

member

Management Supervision System
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from the Shiseido Group

(Please refer to the Corporate Governance Report available at Shiseido’s corporate website for details.)
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Committees

Basic Policy

With a view to promoting transparency and objectivity in management, the Company has

established the Nomination & Remuneration Advisory Committee to make recommendations to

the Board of Directors on director and executive
officer candidates and promotions, as well as

on executive remuneration and performance evaluation standards. The chair shall be appointed

from external directors to ensure objectivity.


In addition, the Global Risk Management
& Compliance Committee and the HQ/SJ Compliance

Committee have been established as committees that handle compliance and risk

management and report directly to the Representative Director.These committees collaborate

with
compliance organizations at regional headquarters located in major regions around the

world and provide overall direction for activities that improve corporate quality, including the

promotion of legal compliance, fair business
practices, and risk countermeasures across the

Group. The Representative Director makes proposals and reports on important issues and

progress of compliance activities to the Board of Directors as appropriate.

CEO Review Meeting

Within the Company’s corporate governance, there is a need to appropriately concentrate

authority in the CEO while maintaining a strong oversight function to counterbalance that

authority. 


Accordingly, the Company has
established the CEO Review Meeting as a shared organization

of the Nomination & Remuneration Advisory Committee to discuss and consider matters

relating to the CEO, including reappointment and replacement. The CEO Review
Meeting

conducts performance evaluation that includes a personal evaluation of the CEO, and confirms

the appropriateness of the CEO’s remuneration. In this way, the CEO Review Meeting

comprehensively oversees the CEO from two
aspects: appointment and dismissal, and

incentives. To emphasize its independence from the CEO and the CEO’s business execution

framework, the CEO Review Meeting consists solely of external directors and external Audit &

Supervisory Board members.

Members of the Nomination & Remuneration Advisory Committee

 

Shiseido's Corporate Social Responsibility Back Issues 2021

146



Evaluation of the Effectiveness of the Board of Directors

Basic Policy

The Company evaluates the effectiveness of the Board of Directors with the purpose of identifying issues and points to

be improved of the Board of Directors, etc. and evolving the Board of Directors into a more effective one.
The Company

conducts annual questionnaire surveys and interviews with all directors and Audit & Supervisory Board members to

evaluate and analyze the Board of Directors, the Nominating & Remuneration Advisory Committee, and the Audit &

Supervisory Board. The secretariat of the Board of Directors summarizes, analyses, and identifies issues.
The identified

issues and opinions are reported to the Board of Directors, and all members of the Board of Directors discuss how to

respond to the issues.


In addition, third-party organizations regularly check and evaluate the effectiveness of these assessments to ensure

transparency and objectivity.

Implementation Results in Fiscal 2020

The survey focused on the diversity of members of the Board of Directors, the composition of skills and experiences

that the Board believes should be strengthened, the deliberations and functions of the Board of Directors, the content

of deliberations on materials distributed, the opportunities for discussions outside the Board of Directors, the

strengthening of cooperation with Audit & Supervisory Board members, the secretariat structure, and matters related

to our overall governance.


As a result, although no significant challenges were identified regarding the effectiveness of the Board of Directors,

several issues were identified as follows. The Board of Directors will discuss these issues, make improvements, and

monitor the status of improvements in the following year and beyond.
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Ongoing Initiatives: Developing Succession Plans for the CEO, External Directors, and

External Audit & Supervisory Board Members

Evaluations of the effectiveness of the Board of Directors have shown that the development of succession plans for the

CEO is a task that should be continuously addressed by the Board of Directors and the Nomination & Remuneration

Advisory Committee.


The Company considers that the selection of succession candidates for the President and CEO and the development of

the succession plan requires the cooperation of the incumbent and the Nomination & Remuneration Advisory

Committee.


The President and CEO and the Nomination & Remuneration Advisory Committee formulate the succession plan based

on the Company’s business environment upon sufficient discussions regarding the qualities required of a President and

CEO from a medium-to-long-term perspective and policies for the selection of a successor and his or her training, etc.

The progress of the formulated succession plan is regularly reported to the Nomination & Remuneration Advisory

Committee, which monitors its status of implementation.


Furthermore, evaluations of the effectiveness of the Board of Directors have highlighted the need for developing

succession plans for external directors and external Audit & Supervisory Board members, who play an essential role in

monitoring the Company’s management. The Company believes that the development of succession plans, which

should include oversight on various conditions pertaining to term of office and clear criteria for successor candidates, is

an issue that should be constantly on the agenda of the Nomination & Remuneration Advisory Committee rather than

something only addressed prior to the succession event.
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Remuneration for Directors, Audit & Supervisory

Board Members and Executive Officers

1. Basic Philosophy of the Remuneration, etc. to Directors, Audit &

Supervisory Board Members, and Executive Officers of the Company

The Company regards the directors, audit & supervisory board members, and executive officers

remuneration policy as an important matter for corporate governance. For this reason, in

accordance with the following basic philosophy, the directors, audit & supervisory board

members, and executive officers remuneration policy of the Company is deliberated in the

Nomination & Remuneration Advisory Committee chaired by external directors by

incorporating objective points of view, and the outcome is reported to the Board of Directors

for the resolution.

The remuneration policy for directors, Audit & Supervisory Board members, and

corporate officers shall

1. contribute to realizing the corporate mission;

2. be designed to provide the amount of remuneration commensurate with the Company’s

capability to secure and maintain superior personnel;

3. be designed to reflect the Company’s medium-to-long-term business strategy, and to

strongly motivate directors, Audit & Supervisory Board members, and corporate officers eligible

for remuneration to achieve medium-to-long-term growth;

4. have a mechanism incorporated to prevent wrongdoing and overemphasis on short-term

views; and

5. be designed to be transparent, fair, and reasonable from the viewpoint of accountability to

stakeholders including shareholders and employees, and shall ensure these points by

determining remuneration through appropriate processes.

2. The Company’s Directors, Audit & Supervisory Board Members, and

Executive Officers Remuneration Policy

Based on the above basic philosophy, the Company determines its policy on decisions

regarding matters including remuneration of individual directors at the Board of Directors

meetings. The contents of the Company’s directors, audit & supervisory board members, and

executive officers remuneration policy based on this policy is described below in detail.

◼ Overall picture

The remuneration of the directors and execuitve officers of the Company comprises “basic

remuneration” as fixed remuneration as well as “annual bonus” and “long-term incentive-type

remuneration (non-monetary remuneration)” as performance-linked remuneration, and the

Company sets remuneration levels by making comparisons with companies in the same

industry or of the same scale in Japan and overseas and by taking the Company’s financial

condition into consideration. 


External directors and audit & supervisory board members receive only basic remuneration, as
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fluctuating remuneration such as performance-linked remuneration is inconsistent with their

supervisory functions from a stance independent from business execution. Furthermore, the

Company does not have an officers’ retirement benefit plan.

〔The Proportion of Remuneration for Directors Eligible for the Payment by

Remuneration Type and Rank as Corporate Officer 〕

Notes :

◼ Basic remuneration

The Company designs basic remuneration in accordance with role grades based on the size

and level of responsibility of respective officers in charge, as well as the impact on business

management of the Group. In addition, within a same grade, an increase of the amount is

allowed within a certain range in accordance with the performance of respective directors or

corporate officers in the previous fiscal year (numerical business performance and personal

performance evaluation). These allow the Company to ensure well-modulated basic

remuneration as well, commensurate with the achievements of respective directors and

corporate officers. 


Basic remuneration for respective officers is determined by the Board of Directors after

deliberations by the Remuneration Advisory Committee, and is paid in equal installments every

month. 


For external directors and audit & supervisory board members, the Company shall not pay

basic remuneration that has a certain allowance for increase, but pay fixed remuneration only

which is determined in accordance with their respective roles.

◼ Performance-linked remuneration

The performance-linked remuneration consists of an “annual bonus” provided as an incentive

for achieving goals of single fiscal years, and “performance-linked stock compensation

(performance share units) as long-term incentive-type remuneration” provided with the aims of

establishing a sense of common interests with the shareholders and instilling motivation to

achieve the goals over the medium to long term. Accordingly, it is designed to motivate the

directors and corporate officers to manage business operations while being more conscious

about the Company’s performance and share price from the perspectives of not only a single

year but also over the medium to long term. 


Given that new long-term goals have been set, the Company introduced a long-term incentive-

In this model, the basic remuneration amount is the median of the applicable role grade, and the amount paid for performance-

linked remuneration is based on 100% of a reference amount determined by the Company. The proportions stated above may

change depending on changes in the Company’s performance and changes in the share price.

1.

There is no difference in the proportion of remuneration by remuneration type applied to directors based on whether a director has

a representation right or otherwise.

2.

Because different remuneration tables will be applied depending on the role grade of respective directors and corporate officers,

proportions of remuneration by remuneration type will vary even within a same rank.

3.

A fixed amount of remuneration separately provided in accordance with roles such as Chair of the Board is not included in the table.4.
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type remuneration (LTI) in fiscal 2019 to replace the stock compensation-type stock options

that the Company had provided up to and through fiscal 2018.

■ Annual bonus

Of the performance-linked remuneration, the Company has set evaluation items for the annual

bonus in accordance with the scope that respective directors and corporate officers are in

charge of as described in the table below, in addition to the achievement rate of target

consolidated net sales and consolidated operating profit as common performance indicators

across directors and corporate officers, and the range of changes in the percentage amount of

payment is set between 0% and 200%. Although it is essential that the entire management

team remain aware of matters involving net profit attributable to owners of parent, it is crucial

that management not let the benchmark weigh too heavily on proactive efforts particularly

involving future growth-oriented investment and resolving challenges with our sights set on

achieving long-term growth. As such, upon the Remuneration Advisory Committee deliberation,

the Company has preliminarily established certain performance standards (thresholds) as

described in the table below, with the evaluation framework designed so that the

Remuneration Advisory Committee will consider the possibility of lowering the percentage

amount of the annual bonus payment attributable to the whole group performance component

of the total annual bonus, if results fall below the thresholds. In determining the achievement

rate of each target and threshold for consolidated net sales, consolidated operating profit and

net profit attributable to owners of parent, actual performance may be adjusted by resolution

of the Board of Directors following deliberation by the Remuneration Advisory Committee. In

cases where such adjustments are made, it shall be stated in the disclosure materials of the

actual remuneration of directors. 


In addition, we set the personal performance evaluation of all directors and corporate officers

in order to add the level of achievement regarding strategic goals that cannot be measured by

the financial performance figures alone, such as efforts for restructuring of the business

platform to realize sustainable growth, to evaluation criteria. 


Annual bonus is paid once a year.

〔Performance indicators and evaluation weights for annual bonus〕

Notes :

There is no difference in the performance indicators and the weight of performance indicators applied to directors

based on whether a director has a representation right or otherwise.
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◼ Long-term incentive-type remuneration

From fiscal 2019, the Company has introduced performance share units, a type of performance-

linked stock compensation, and has incentivized the creation of corporate value over the

medium to long term through annual payments. As performance indicators to evaluate the

enhancement of economic value amid the current COVID-19 pandemic, a mix of quantitative

targets to be aimed for with a long-term perspective has been set under the medium- to long-

term strategy “WIN 2023 and Beyond.” In addition, as benchmarks on creation of social value,

the Company has set multiple internal and external indicators pertaining to the environment,

society and governance (ESG) with special emphasis placed on the area of “empowered

beauty,” in which the Company aims to continuously achieve its notion of beauty innovation.

Accordingly, the remuneration is designed for the purpose of creating corporate value from

both aspects of economic and social values, as well as establishing a sense of common

interests with shareholders.

〔Purposes of introducing the LTI 〕

The LTI is adopted for the purposes of establishing effective incentives for creating and

maintaining corporate value over the long term, and ensuring that the directors’ interests

consistently align with those of our shareholders. To such ends, the LTI will help:

i) promote efforts to create value by achieving our long-term vision and strategic goals,

ii) curb potential damage to the corporate value and maintain substantial corporate value over

the long term,

iii) attract and retain talent capable of taking on leadership in business, and

iv) realize a “Global One Team” by fostering a sense of solidarity among management teams of

the entire Shiseido Group and instilling the consciousness of participating in the running of the

Company.

Under the Company’s performance share units, the Company will allot a reference share unit to

each of the eligible parties once every fiscal year, and on each annual allotment, the number of

fiscal years that the payment relates to shall be one fiscal year. To make such allotments, the

Company shall establish multiple performance indicators whose evaluation period is for three

years including the fiscal year related to the payment. The Company shall use the respective

achievement ratios of each performance indicator to calculate the payment rate in a range

from 50% to 150% after the end of the evaluation period, and it shall use the payment rate to

increase or decrease the number of share units. The eligible parties shall be paid monetary

remuneration claims and cash for the delivery of the shares of the Company’s common stock of

a number corresponding to the applicable number of share units, and then each eligible party

shall receive delivery of shares of common stock of the Company by paying all the monetary

remuneration claims using the method of contribution in kind.

〔LTI schedule〕

The financial benefits ultimately gained by the eligible parties are linked not only to

performance outcomes associated with the performance indicators, but also to the Company’s

share price. As such, the LTI substantially links the financial benefits with both performance

and the Company’s share price. Meanwhile, it features a fixed portion involving a set payment

in addition to its performance-linked portion, thereby emphasizing the notion of consistently
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granting stock compensation to the eligible parties. As such, the LTI is designed to help

eligible parties realize the aims of more robustly ensuring that their sense of interests

consistently aligns with those of our shareholders, curbing potential damage to corporate

value and maintaining substantial corporate value over the long term, and helping to attract

and retain competent talent.

〔Model for payment rate of the number of share units for the LTI〕

The performance indicators for the 2021 long-term incentive-type remuneration have been

determined as an incentive to achieve medium-to long-term targets by the Board of Directors

upon the matter having been adequately deliberated on by the Nomination & Remuneration

Advisory Committee, based on the medium-to long-term strategy “WIN 2023 and Beyond”

despite the impact of COVID-19, which is expected to continue for the time being. More

specifically, the Company has set the following benchmarks to measure economic corporate

value: the compound average growth rate (CAGR) of consolidated net sales calculated based

on performance in fiscal 2019 before the Company was impacted by COVID-19, through fiscal

2023, and the consolidated operating profit margin designated as a target in the medium-to

long-term strategy “WIN 2023 and Beyond.” In addition, as benchmarks pertaining to social

value, the Company has adopted multiple internal and external indicators pertaining to the

environment, society and governance (ESG) with special emphasis placed on the area of

“empowered beauty,” in which the Company aims to achieve its notion of beauty innovation

through providing support to others. The composition of these performance indicators pushes

forward the enhancement of corporate value from both aspects of economic and social values.

Moreover, the performance indicators also include consolidated return on equity (ROE) which

acts as an important benchmark for measuring corporate value from the perspective of

establishing a sense of common interests with our shareholders.


Among the performance indicators, the Company has set target and minimum values for each

of the CAGR for consolidated net sales and consolidated operating profit margin. Accordingly,

the Company will apply the maximum percentage amount of payment attributable to each of

the indicators in the event that the target values are achieved, and the Company does not

make payment of the performance-linked portion with respect to each of those indicators in

the event that performance falls short of the minimum values. As for the environmental, social

and governance (ESG) indicators, upon having determined whether each of the multiple

benchmarks has been achieved or not, the Company will set the maximum percentage amount

of payment attributable to each of the benchmarks in the event that the targets have been

achieved, and will not make payment of the performance-linked portion with respect to each of

the benchmarks in the event that the targets have not been achieved. In terms of consolidated

return on equity (ROE), as the Company deems it necessary to ensure that management not

let the benchmark weigh too heavily on proactive efforts particularly involving future growth

investment and resolving challenges with our sights set on achieving long-term growth, the

Company will set preliminary ROE targets at certain thresholds per deliberations carried out in

that regard by the Nomination & Remuneration Advisory Committee, and the committee will
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then discuss the notion of lowering the percentage amount of payment of the performance-

linked portion in the event that consolidated ROE falls below such thresholds.

The Company has introduced the Malus and Clawback Clause for Performance Share Units.

Specifically, in certain cases such as serious misconduct of the eligible parties, the Board of

Directors may be entitled to reduce or recover the stock units.

In addition, the Company is gradually extending payment of LTI to principals global executive

persons, with the aim of realizing a “Global One Team” by fostering a sense of solidarity among

management teams around the world and instilling the consciousness of participating in the

running of the Company.

〔Performance indicators and evaluation weights for performance-linked portion of

the LTI〕

■ Long – Term Incentive-Type Remuneration Until Fiscal 2018

Until fiscal 2018, as long-term incentive-type remuneration included in performance-linked

remuneration, we applied a stock compensation-type stock option using stock acquisition

rights as stock options with an amount of 1 yen invested when exercising a stock acquisition

right as a means of paying stock as compensation, etc., instead of cash-based compensation,

etc. The limits on this long-term incentive-type remuneration apply on two occasions: when the

stock acquisition rights are allotted, and when the allotted stock acquisition rights have

vested. When actually allotting the stock acquisition rights after obtaining approval for the

maximum number of stock acquisition rights to be allotted at the General Meeting of

Shareholders, the Company shall increase or decrease the number of stock acquisition rights

to be granted in the range of 0 to the maximum by using the performance indicators for annual

bonuses for the preceding fiscal year. In addition, the Company has introduced a mechanism

when the stock acquisition rights vest that limits the exercise of stock acquisition rights to 30

to 100 percent of the allotted number, according to consolidated results and other indicators

up to the preceding fiscal year.

■ Amount of Remuneration, etc. to Directors and Audit & Supervisory Board

Members for the Fiscal Year Ended December 31, 2020

Shiseido's Corporate Social Responsibility Back Issues 2021

154



Notes :

■ Amounts of Remuneration, etc. to Representative Directors and Directors Whose

Total Amount of Remuneration, etc. Exceeded ¥100 Million for the Fiscal Year Ended

December 31, 2020

Total remuneration in cash that has been confirmed by March 2021*

The total amount of the basic remuneration and bonus for directors has a ceiling of ¥2.0 billion annually (including a total of ¥0.2

billion or less for external directors) as per the resolution of the 118th ordinary general meeting of shareholders held on March 27,

2018. Basic remuneration for audit & supervisory board members has a ceiling of ¥10 million per month as per the resolution of the

105th ordinary general meeting of shareholders held on June 29, 2005.

1.

Regarding the above basic remuneration for fiscal 2020, the Company has received a proposal from its CEO and corporate officers

to decline a part of their remuneration for five months from August to December 2020 as a step for improving profitability in

response to the deteriorating market environment. Following discussions by the Remuneration Advisory Committee, the Board of

Directors has resolved the said proposal. The above amounts of basic remuneration have been already adjusted based on the

reduced amounts.


(Personnel subject to reductions and details of decline to receive partial amounts of remuneration) 


President and CEO: decline 30% of monthly base salary


Executive Vice President and executive corporate officers: decline 15% of monthly base salary 


Corporate officers, etc.: decline 10% of monthly base salary

2.

The bonuses of directors for fiscal 2020 indicated above represent the amounts that will be paid upon the resolution of the Board of

Directors based on the resolution of the ordinary general meeting of shareholders, as stated in note 1. Regarding the calculation of

those amounts, please refer to the following “Performance-linked targets, actual performance and payment percentage, etc. of

annual bonuses paid to directors excluding external directors“. The Company has received a proposal from Representative Director,

Masahiko Uotani to decline 50% of the annual bonus proposed by the Nomination & Remuneration Advisory Committee, taking into

account the reduction of dividends to shareholders and the status of bonuses paid to principal executive persons of the Group’s

overseas subsidiaries and managers and regular employees of Group companies in Japan. Following discussions by the said

Committee, the Board of Directors has resolved the said proposal. The above amounts of bonuses have been already adjusted

based on the reduced amounts.

3.

The amount of former long-term incentive-type remuneration (stock options) for directors indicated above represents the total

amount of expenses associated with the stock options (stock acquisition rights) recorded for the fiscal year ended December 31,

2020, upon the approval of the ordinary general meeting of shareholders, in consideration of duties executed by directors.

4.

The amount of long-term incentive-type remuneration (stock compensation) indicated above represents the total amount of the

expenses recognized for the fiscal year ended December 31, 2020, on the performance-linked stock compensation (performance

share units), upon the approval of the ordinary general meeting of shareholders, in consideration of duties executed by directors.

(The said amount of the expenses reflects the business results and other associated costs for the fiscal year ended December 31,

2020 and is calculated by reducing the payment percentage by 45% for the fiscal year ended December 31, 2020).

5.

In addition to the above payments, other remuneration of ¥24 million was recorded for the fiscal year ended December 31, 2020 as

expenses associated with stock options granted to three directors of the Company, at the time the directors served as corporate

officers not holding the office of directors.

6.

None of the directors or the audit & supervisory board members was paid remuneration other than described above (including that

described in notes 1. through 6.).

7.
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Notes :

■ Performance-linked targets, actual performance and payment percentage, etc. of

annual bonuses paid to directors excluding external directors

Notes :

Total remuneration in cash that has been confirmed by March 2021*

Regarding the basic remuneration for fiscal 2020 indicated above, please refer to note 2. of “Amount of Remuneration, etc. to

Directors and Audit & Supervisory Board Members for the Fiscal Year Ended December 31, 2020“.

1.

The bonuses of directors for fiscal 2020 indicated above represent the amounts that will be paid upon the resolution of the Board of

Directors based on the resolution of the ordinary general meeting of shareholders, as stated in note 1. of “Amount of Remuneration,

etc. to Directors and Audit & Supervisory Board Members for the Fiscal Year Ended December 31, 2020“. The Company has received

a proposal from Representative Director Masahiko Uotani to decline 50% of the annual bonus proposed by the Nomination &

Remuneration Advisory Committee, taking into account the reduction of dividends to shareholders and the status of bonuses paid

to principal executive persons of the Group’s overseas subsidiaries and managers and regular employees of Group companies in

Japan. Following discussions by the Nomination & Remuneration Advisory Committee, the Board of Directors has resolved the said

proposal. The above amounts of bonuses have been already adjusted based on the reduced amounts.

2.

The amount of former long-term incentive-type remuneration (stock options) for directors indicated above represents the total

amount of expenses associated with the stock options (stock acquisition rights) recorded for the fiscal year ended December 31,

2020, upon the approval of the ordinary general meeting of shareholders, in consideration of duties executed by directors.

3.

The amount of long-term incentive-type remuneration (stock compensation) indicated above represents the total amount of the

expenses recognized for the fiscal year ended December 31, 2020, on the performance-linked stock compensation (performance

share units), upon the approval of the ordinary general meeting of shareholders, in consideration of duties executed by directors.

(The said amount of the expenses reflects the business results and other associated costs for the fiscal year ended December 31,

2020 and is calculated by reducing the payment percentage by 45% for the fiscal year ended December 31, 2020).

4.

In addition to the above payments, other remuneration of ¥1 million was recorded for the fiscal year ended December 31, 2020 as

expenses associated with stock options granted to Representative Director Yoichi Shimatani at the time he served as corporate

officer not holding the office of director.

5.

Neither of the two directors above was paid remuneration other than described above (including that described in notes 1. through

5.).

6.

Key performance evaluation indicators such as net sales, profits and cost indices, etc. are set to measure performance of respective

business. Specific figures are not disclosed

1.

Each individual’s priority targets are set in personal performance evaluation considering not only a single fiscal year performance but

also initiatives to realize long-term strategies that reflect management approach and Corporate Philosophy, such as improvement in

organizational skills. In the fiscal year ended December 31, 2020, we received a proposal from the Nomination & Remuneration

Advisory Committee to make a partial adjustment of the payment percentage based on the assessment at the personal

performance evaluation in response to a significant decrease in the overall payment percentage due to the impact of COVID-19, and

made a decision through sufficient deliberation of the Board of Directors. In this deliberation, consideration was given on the

balance between the status of bonuses paid to principal executive persons of the Group’s overseas subsidiaries and managers and

regular employees of Group companies in Japan.

2.

With regard to consolidated net sales and consolidated operating profit, in the calculation of the payment factor, adjustments are

made to exclude effects such as currencies, in order to compare targets set at the beginning of the period and actual performance

for the fiscal year in the practically same situation. The payment factors are as shown in the above result in any indicators.

3.
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In terms of annual bonus for Representative Director, Masahiko Uotani, for fiscal 2020, the amount was reduced in response to his

decline to receive a part of bonus through the procedure described in note 3. of “Amount of Remuneration, etc. to Directors and

Audit & Supervisory Board Members for the Fiscal Year Ended December 31, 2020.” The above total payment rate has been already

adjusted based on the reduction amounts.

4.
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Succession Plan and Training

Succession Plan for President and CEO

The Company considers that the selection of succession candidates for the President and CEO and the development of

the succession plan requires the cooperation of the incumbent and the Nomination & Remuneration Advisory

Committee.


The President and CEO and the Nomination & Remuneration Advisory Committee formulate the succession plan based

on the Company’s business environment upon sufficient discussions regarding the qualities required of a President and

CEO from a medium-to-long-term perspective and policies for the selection of a successor and his or her training, etc.

The progress of the formulated succession plan is regularly reported to the Nomination & Remuneration Advisory

Committee, which monitors its status of implementation.


Regarding selection of specific candidates for the President and CEO, the Nomination & Remuneration Advisory

Committee receives full reports from the President and CEO on the specific nomination for successor from various

perspectives. The Nomination and Remuneration Advisory Committee members themselves meet and exchange

opinions with candidates, evaluating them from an independent perspective as well as the Company’s management

issues. Since the Nomination & Remuneration Advisory Committee performs certain important functions of the Board of

Directors, the Board respects the committee’s judgement. Furthermore, when actually selecting the President and

CEO’s successor, the Nomination & Remuneration Advisory Committee deliberates fully on matters such as the final

candidate and their selection process, prior to reporting its opinion. The Board of Directors accords this report the

utmost respect in passing a resolution regarding the selection.


In 2019, the Board of Directors approved the extension of the term of office of current President and CEO Uotani, as

well as the framework of a concrete succession plan, etc. In 2020, we commenced the execution of the succession plan

and reported its progress to the Nomination & Remuneration Advisory Committee and the Audit & Supervisory Board.

Succession and Training for Directors, Audit & Supervisory Board Members, and Executive

Officers

The Company believes that it is important to have succession plans not only for the President and CEO but also for

external directors and external Audit & Supervisory Board members, who play key roles in supervising business

management. Matters regarding the succession plans, such as the term of office, clear criteria for successor candidates,

and further strengthening of diversity, are subject to the review by the Nomination & Remuneration Advisory

Committee.


The Company also believes that in addition to appointing personnel having credentials required to serve as directors,

Audit & Supervisory Board members, or executive officers, it is important to provide them with necessary training and

information. Therefore, the Company provides candidates for new directors and new Audit & Supervisory Board

members with training regarding legal and statutory authorities and obligations, etc. In addition, when a new external

director or external Audit & Supervisory Board member is scheduled to come on board, the Company provides training

regarding the industry it operates in, its history, business overview, strategy, etc.


Furthermore, to cultivate the next generation of management, executive officer candidates are provided with training

programs to nurture their leadership abilities and management expertise required for top management.
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Audit Structure

Internal Audit

The Internal Auditing Department, which reports directly to the President and CEO, monitors

the appropriateness of business execution, as well as effectiveness of internal controls

throughout the Group, and reports the audit
results to the Board of Directors and the Audit &

Supervisory Board.


Furthermore, auditing for specialized areas, i.e. security, environment, information systems, are

mainly conducted by the relevant divisions.

Audit & Supervisory Board Members’ Audits and Initiatives toward

Strengthening Their Functions

Shiseido’s Audit & Supervisory Board consists of two standing members and three highly

independent external members. They monitor the legality and appropriateness of directors’

performance by attending Board of Directors
meetings and other important meetings.

Additionally, three audit & supervisory board members (external) offer advice, proposals and

views from an independent perspective, based on their abundant experience and insight in

their
respective fields.


Representative directors and audit & supervisory board members meet regularly to exchange

opinions on actions that will resolve corporate governance issues. The Company maintains a

framework to ensure
that audit & supervisory board members discharge their duties

effectively, such as setting up a supporting group for audit & supervisory board members.

Accounting Audits

The Company's accounting audit is conducted by KPMG AZSA LLC, an accounting auditor

pursuant to the Companies Act and the Financial Instruments and Exchange Act.


The names of certified public accountants that have conducted
auditing and the name of

auditing firm are as follows:
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Mutual Cooperation among Internal Audits, Audit & Supervisory Board

Members’ Audits and Accounting Audits

The Company, in order to improve the effectiveness and efficiency of the so-called three-pillar

audit system (internal audits, audit & supervisory board members’ audits, and accounting

audits), has been making efforts to
enhance the mutual cooperation among the parties

concerned by such means as arranging regular liaison meetings to report on audit plans and

audit results as well as to conduct exchanges of opinions.

Remuneration, etc. to the Accounting Auditor
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Note : In the audit contract between the Company and its accounting auditor, remuneration paid for audits under

the Companies Act and audits under the Financial Instruments and Exchange Act are not clearly distinguished and

cannot be practically separated. Therefore, the total payment for both is shown in “Remuneration paid for services

rendered as the accounting auditor for the fiscal year ended December 31, 2020” above.

Reason for Audit and Supervisory Board to Have Agreed to

Remuneration, etc. to the Accounting Auditor

The Audit and Supervisory Board of the Company reviewed the status of performance of

duties and basis for the calculation of the estimated amount of remuneration in the previous

fiscal year as well as the validity of both
descriptions in the audit plan prepared by the

accounting auditor during the fiscal year and the estimated amount of remuneration, using the

“Practical Guidelines for Cooperation with accounting auditors” released by the Japan

Corporate Auditors Association as a guide, and by way of necessary documents obtained from

directors, internal relevant departments and the accounting auditor as well as interviews to

obtain information from them, and determined
that the fees, etc. of the accounting auditor

were appropriate, in agreement with Article 399, Paragraphs 1 and 2 of the Companies Act.
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Compliance and Risk Management

Compliance and Risk Management Structure

Compliance and risk management in the Shiseido Group is led by the Risk Management

Department established at the Company’s global headquarters. Furthermore, to ensure

compliant and fair business activities and implementation of risk countermeasures across the

Group, a Risk Management Officer (RMO) is assigned in each regional headquarters. Incidents

in Japan and overseas regions are reported, in accordance with certain criteria, to the Risk

Management Department through RMOs or the division responsible for the incident. The

division, RMO, and the Risk Management Department set up a taskforce as needed and work

together toward a speedy resolution. In addition, the Risk Management Department and RMOs

conduct regular training and educational activities to raise employees' awareness and

knowledge of compliance and risk management.

To oversee compliance and risk management of the Shiseido Group, a Global Risk Management

& Compliance Committee chaired by the Group CEO has been established at the global

headquarters. In addition, HQ/SJ Compliance Committee oversees compliance in the Japan

region.

Significant matters and progress related to compliance and risk management, including major

incidents, are reported/proposed to the Board of Directors through the Group CEO or the

management team.

Risk Management Oversight by the Board of Directors

Risk management oversight on a Group-wide basis is one of the key responsibilities of the

Board of Directors. The Board provides feedback on reports from the management on

significant matters and progress related to compliance and risk management, as well as

confirms background, risk tolerance, and risk limit for matters included in individual reports and

proposals. This allows the management to appropriately identify risks and decide whether the

risk should be taken, mitigated, or avoided. In addition to receiving individual

reports/proposals from the management, the Board compiles risk-related information through

collaboration with auditors and the Audit & Supervisory Board for effective risk management

oversight.

Group-wide Risk Management

In fiscal year 2020, the Risk Management Department interviewed the Group CEO, executive

officers, regional CEOs, and external directors for their perception of Group risks. Regional risk

assessments and input from relevant functions, as well as insight from external experts, were

also taken into consideration. As a result, the Risk Management Department identified material

risks that may impact the realization of our WIN 2023 Key Strategies.*

The identified risks were evaluated with three axes: “the impact on business in case of risk

manifestation,” “likelihood and timing of risk manifestation,” and “preparedness to the risk.”
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Furthermore, the above-mentioned committees and related meetings held discussions to

prioritize the risks and consider the status of countermeasures.

In 2020, the environment in which the Group operates changed significantly due to the

COVID-19 pandemic. Accordingly, we have classified the risks brought about by these changes

into four categories of “Consumer-related Risks,” “Social-related Risks,” “Operation &

Fundamental Risks,” and “Other Risks,” with the first two relating to the external environment

and the third, to a robust business foundation essential for the realization of WIN 2023 Key

Strategies. Furthermore, we have identified “risk owners” for each risk category to clarify

responsibility for countermeasures. Also, a monitoring framework has been established within

the Global Risk Management & Compliance Committee and the Board of Directors to regularly

assess our progress in addressing these risks.

Based on our 2020 risk assessment findings, the most impactful risks (Threats and

Opportunities) for fiscal year 2021 in relation to our WIN 2023 Key Strategies are: "Innovation

Risks," "Changes in Consumer Values," "Business Structure Transformation," "Speed of Digital

Shift," "Natural and Human-Made Disasters," and "ESC (Environment, Society and Culture)

Unique to Shiseido.”

Improve Profitability
1. Rebuild profit structure through fundamental reforms
2. Increase cost competitiveness and improve factory productivity
3. Accelerate growth in Asia, especially China

Focus on Skin Beauty
4. Build a powerful portfolio centered on skin beauty brands
5. Accelerate innovation through external collaborations
6. Develop the inner beauty category

Rebuild Business Foundation

7. Become a truly sustainability-focused company
8. Strengthen brands through innovate marketing and robust
organization
9. Build a digitally driven business model and organization
10. Enhance talent and organization through diversity and upskilling

Business and Other Risks

Consumer-related
Risks

Social-related Risks Operation & Fundamental Risks Other Risks

・Innovation Risks*
・Changes in Consumer

Values*

・Speed of Digital Shift*

・Natural and Human-
Made Disasters*

・Brand Image
・Geopolitical Risks

・Business Structure
Transformation*

・Information Security
・Corporate Culture and
Acquisition / Securing
Outstanding Human Resources
・Global Information Network
・Supply Network
・Compliance
・Quality Assurance and Control
・Organizational Management
and Governance

・Exchange
Rate
Fluctuations
・Material
Litigation

・ESC (Environment, Society, and Culture) Unique to
Shiseido*

Whistleblowing System

The Company has established a whistleblowing system to discover acts which violate laws,

the Articles of Incorporation, or other regulations within the Shiseido Group and to promptly

correct such issues. In the Japan region, the Company has established an internal hotline

managed by in-house counselors, an external hotline operated by a third party, and the

WIN 2023 Key Strategies*

Most impactful 2021 risks (as of March 25, 2021)*
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