
Transitions in the Group management structure/model and design concept of Group audit framework
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Organizational  
structure

Group management 
structure

Business model

Design concept of 
the Group audit 
framework

Company with the Board 
of Corporate Auditors

Centralized management　 　Spider web management　 　Autonomous and decentralized management

World Headquarters (WHQ)/ 
Regional Headquarters (RHQ) model

Pursued the Global audit structure through the cooperation between the Board of Corporate Auditors and  
the internal audit unit based on the WHQ/RHQ model

Pursued Audit on Audit with the shift to the spider web management

Evolved our audit framework to Audit on Audit suited to autonomous and 
decentralized management based on Asset Assembler model

Asset Assembler model

Company with Three Committees (Nominating, Compensation, Audit)

Our key M&A/group restructuring, financial and non-financial data

Key M&A/group restructuring

NPHD/Japan

NIPSEA

DuluxGroup

Americas

· March 2020: Transitioned to a Company with Three Committees structure

·  July 2019: Completed the acquisition of  
Betek Boya

· August 2019: Completed the acquisition of DuluxGroup · January 2022: Completed the acquisition of Cromology

·  June 2022: Completed the acquisition 
of JUB

·  February 2023: Completed 
the acquisition of NPT

· March 2021: Completed the acquisition of Vital Technical

·  January 2021: Completed the full integration of the Asian JVs and acquisition of the 
Indonesia business

· April 2021: Adopted the Co-President structure

·  August 2021: Completed the transfer of the European automotive business 
and India businesses to Wuthelam Group

·  January 2022: Completed restructuring into a pure holding 
company and Japan-focused functional company

·  May 2022: Completed the full integration of 
the Chinese consolidated automotive 
subsidiaries
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essential for enhancing the effectiveness of 

group audits based on “Audit on Audit” 

framework. And you believed that our 

internal audit function needed to be 

strengthened to improve the audit quality 

across the entire Group. Is that correct?

Mitsuhashi · Exactly. The Audit Committee 

understood that it was vital to improve 

audit quality throughout the Group by 

incorporating these best practices and 

deploying them at all Group companies. 

When we established the Audit Committee, 

we formulated an Audit Policy of the Audit 

Committee by foreseeing an ideal status of 

our Group’s global audit system to be 

achieved 10 years later in 2030 with the 

mission of “Provide risk-based, objective 

assurance, protection, advice, and insight 

to maximize shareholder value which is our 

management mission.” I believe that further 

enhancing the effectiveness of the group 

audit by implementing and evolving “Audit 

on Audit” framework will lead to 

accomplishing our mission. 

2.  Adoption of Asset Assembler model 

based on the Co-President structure

Nakamura · A comparison of our 

performance in FY2019, just before the 

transition of NPHD to a Company with 

Three Committees, and our FY2023 

guidance reflects a double-fold growth in 

consolidated revenue from JPY692 bn to 

JPY1,400 bn, a climb in number of 

employees from around 26,000 to around 

34,000, and an increase in number of 

consolidated subsidiaries from 197 to 

over 240. During this time, we completed 

the full integration of the Asian JVs and 

the acquisition of the Indonesia business 

in January 2021, achieving further unity 

as a Group. Following the start of the 

Co-President structure in April 2021, our 

Company’s governance structure 

changed significantly based on Asset 

Assembler model spearheaded by 

Co-Presidents. The group audit system is 

an important component of our 

governance structure. How did the group 

audit system centered on “Audit on Audit” 

change during this process? 

Mitsuhashi · During the evolution of our 

Group’s management structure and 

business model from the Spider Web 

Management model to Asset Assembler 

model based on autonomous and 

decentralized management, the Audit 

Committee explored the ideal form of the 

group audit system regarding effectiveness 

and efficiency. 

 Previously, members of the NPHD Audit 

Department in Japan who were assigned 

to a specific PC visited companies to 

conduct audits in accordance with the 

policy of strengthening the group’s control 

functions with NPHD as WHQ. However,  

I identified some issues. For instance, 

when we conduct audits in Indonesia, 

wouldn’t audits be more effective if we 

entrust the work to the internal audit unit of 

our Indonesian PC? After all, these people 

know the actual business conditions and 

have much better understanding of local 

laws and regulations, business customs, 

and labor practices than auditors sent from 

Japan do. And wouldn’t audits be more 

efficient by using an approach in which the 

PCGs autonomously establish and operate 

governance and risk control systems and 

NPHD would monitor the status of their 

governance and risk controls by using a 

small number of people rather than 

implementing centralized controls by 

maintaining a large team of internal 

auditors at the headquarters?  

 Considering the quality and scale of 

resources necessary for establishing an 

audit system and the cost of implementing 

this system, I believed that we can better 

keep a balance between the effectiveness 

and efficiency of audits by conducting 

group audits based on the results of audits 

performed by the PCGs, rather than having 

the NPHD Audit Department perform 

on-site audits. Our “Audit on Audit” 

framework, which was launched in March 

2020, started evolving based on Asset 

Assembler model. 

Nakamura · I believe you faced challenges 

pursuing an audit system that relies on 

audits performed by each PCG. What 

actions did you take to lay the groundwork 

for evolving the “Audit on Audit” 

framework? 

Mitsuhashi · There were two things which 

I thought were essential to enhance group 

audits based on the “Audit on Audit” 

framework. First was to clarify where risks 

exist and second was to improve the audit 

capabilities and skills of every PCG. 

 In order for “Audit on Audit” to work, the 

major premise is to ensure that internal 

controls that are autonomously maintained 

and operated by PCGs are effective as 

group-level internal controls. 

 For this purpose, the Board worked with 

Co-Presidents to create the Global Code 

of Conduct and revised the Basic Policy on 

Internal Control Systems in FY2021. 

Based on these basic policies, we revised 

the Global Risk Management Basic Policy 

and the Global Basic Policy of 

Whistleblowing Hotline, which has 

guidelines for the establishment and 

operation of the internal reporting hotline at 

each PCG. These policies are rigorously 

implemented by PCGs as a framework for 

group-level internal controls under the 

oversight by Co-Presidents. The audit 

functions of the PCGs confirm that these 

policies are followed. Based on the existing 

“Audit on Audit” framework, the Audit 

Committee is responsible for ensuring that 

this framework of internal controls is 

functioning and properly used. 

 Following the establishment of the 

Global Risk Management Basic Policy, we 
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