
NC Holdings Co., Ltd.
Explanatory Materials 

for Shareholder Proposals

Asset Value Investors

18 May 2023



2Note 1: As of 3 May 2023

Note 2: As of 31 March 2023

▪ AVI is an investment management company established in London, United

Kingdom, in 1985, and AVI has invested in global equities for more than 35

years.

▪ AVI has been investing in overlooked, undervalued Japanese equities for more

than 20 years as a long-term investor. AVI currently invests JPY81.5bn in

Japanese public equities1.

▪ AVI manages AVI Global Trust (Total Gross Assets: £1.2bn2), AVI Japan

Opportunities Trust (Total Gross Assets: £0.2bn2). AGT and AJOT are public

companies whose shares are listed and traded on the main market of the

London Stock Exchange. The closed-ended nature of the trust structure, with

more stable capital, allows AVI to take a long-term approach.

▪ AVI has signified its commitment to the “Principles for Responsible Institutional

Investors: Japan’s Stewardship Code” and, in accordance with its aim, engages

in constructive and meaningful dialogue with management and board members

in order to contribute to the enhancement of the corporate value and sustainable

growth of the portfolio companies.

AVI at a Glance
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1 Background of the Shareholder Proposals

2 Contents of and Reasons for Each Proposal



Background

▪ The current business environment 

surrounding NCHD is highly uncertain.

▪ The conveyor belt market, in which NCHD’s 

main business operates, is expected to 

shrink due to decarbonization efforts and 

reduced reliance on coal-fired power 

generation plants.

▪ In the multi-storey parking equipment-

related business, another core business, 

competition is expected to intensify as 

the domestic market becomes saturated 

and the number of new mechanical parking 

installations declines with population 

shrinkage.

▪ This has been reflected in NCHD’s 

sluggish performance, with FY2024/3 

guidance showing a decrease in both 

revenue and profit, and operating profit is 

expected to be 27% lower than three years 

ago.
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Decarbonisation in Japan1

New instalment of Parkings2

NCHD Financial Performance
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+218%
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Note 1: Prepared by AVI based on the Sixth Basic Energy Plan, Agency for Natural Resources and Energy, Ministry of Economy, Trade and Industry.

Note 2: Compiled by AVI based on data from the Multi-storey Car Parking Industry Association.

Source: “The Sixth Basic Energy Plan,” Agency for Natural Resources and Energy, Ministry of Economy, Trade and Industry; Multi-storey Car Parking 

Industry Association; NCHD financial disclosure materials; SPEEDA.
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Profits are 
expected to be 

reduced by -27% 
by FY24/3
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5.8%
5.4%

6.1%
5.7%

4.4%
5.0%

2019/03 2020/032018/03 2021/03 2022/03 2023/3

WACC: c. 7%2

Note 1: Return on invested capital (ROIC) = consolidated operating profit after tax / invested capital (consolidated interest-bearing debt + 

consolidated net assets).

Note 2: The 7% weighted average cost (WACC) is an AVI estimate. According to CAPM estimation, WACC is 7.6%. Assumptions include a risk-

free rate of 1.0%, a market risk premium of 6% and an unlevered beta of 1.1.

Source: Prepared by AVI based on disclosed documents.

ROIC trajectory and comparison with WACC1

ROIC
▪ Under these circumstances, as part of its

responsibilities as a listed company, NCHD 

is expected to explain to shareholders and 

investors what measures it will take, and 

over what time frame, to recover its 

performance and regain the damaged 

shareholder value. 

▪ However, the management has only 

attributed the deterioration in performance 

to changes in the external environment and 

has not provided a clear explanation to 

the stock market.

▪ NCHD’s ROIC has fallen and is now below 

the estimated cost of capital.
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Earnings call

Mid-term plan

Long-term vision

Business 
portfolio 

management plan

WACC, or 
ROE/ROIC target

Investment plan, 
cash allocation

Shareholder 
return policy

Integrated report

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

n/a

Note 1: Based on disclosure documents at the time of listing. Including disclosure documents of Nissei Build Kogyo Co., Ltd. prior to the 

establishment of Space Value HD through a share transfer.

Note 2: Based on disclosures by Fuji Transmission Co Ltd and parent company Tachikawa Blind Industry Co Ltd.

Source: disclosure documents of each company

1 2

▪ Especially given the difficult environment, 

NCHD should provide clear explanations 

on NCHD’s medium- to long-term 

management vision, what types of 

investments it will make, and how it will 

enhance its corporate value and the 

common interests of shareholders.

▪ Industry peers, despite the uncertain 

business environment, have made efforts to 

fulfill their accountability to the stock market 

by, for example, disclosing their medium-

term management plans.

▪ AVI has, through private and constructive 

dialogues with the management and the 

directors, stressed the need to develop and 

disclose a medium- to long-term 

management strategy, mid-term plan 

and investment plan. However, to date, 

NCHD has not announced any strategic 

plans, and its disclosures continue to fall 

short of market expectations.
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Oct 2021 Feb 2022 Sep 2022 Apr 2023

Letter

▪ Suggestion to 

cancel treasury 

shares which 

amounted to 

34% of total 

outstanding 

shares

Presentation

▪ Discussion to 

improve segment 

ROIC with 63-

page presentation

▪ Board structure 

with better gender 

and ethnic 

diversity

▪ Other suggestions 

related to 

corporate value 

enhancement

Letter

▪ To affirmed our 

suggestions 

made in February

▪ Discussed AVI’s 

concerns about 

advisory fees 

exceeding Y0.6bn 

e.g., IR Japan

▪ Suggested 

disclosing return 

policy, buy-backs 

to improve capital 

efficiency, and 

cancelling 

treasury shares

Shareholder 

Proposal

▪ Submitted 

shareholder 

proposals

12
# of meetings with directors1

Note 1: As of end of April 2023

Source: AVI

Held 12 meetings with directors, including two external 

directors, aiming to narrow the gap between intrinsic value and 

current market value

▪ Since becoming a shareholder in 2021, AVI 

has, in accordance with the aim of Japan’s 

Stewardship Code, conducted private 

dialogue with the directors and 

management, holding 12 meetings and 

delivering, among other methods, detailed 

presentation materials and letters to stress 

the need for various initiatives to improve 

the common interests of shareholders.
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AVI’s major suggestions to date Implementation by NCHD

Establish portfolio management 

strategy based on capital efficiency of 

each business domain

Operations

All

Capital

Efficiency

Governance

Governance

ESG

Governance

Governance

Disclose qualitative shareholder return 

policy (e.g., TSR XX%)

Establish nomination committee with 

external directors

Disclose Skill Matrix

Disclose mid-term D&I targets

(e.g., 3+ directors with gender and ethnicity 

diversity)

English corporate websites, English 

disclosures

Reallocate HQ related expenses in 

segment information

(~50% of total profits)

Disclose Mid-term Plan
（M&A, WACC, ROIC, shareholder return 

policy, ESG materiality, D&I targets etc.)

Capital

Efficiency, 

Governance

Cancel treasury shares

(c. 33.0%, 2,116,530 shares)

No improvement

No improvement

No improvement

No improvement

One female director (June 2022), 9.1%1

(1 out of 11)

Started disclosing English earnings 

reports. No English corporate website, 

not compliant with 1-2-4 of  CG code

No improvement

(HQ cost of 0.8bn accounts for 57.7% of 

total segment profit of 1.5bn)

Canceled 26.97% (1.7mm shares) in 

March 2022, 7.3% remaining

Note 1: Based on corporate governance report and other disclosures on gender and international diversity, not an official figure disclosed by NCHD.

Source: prepared by AVI based on information disclosed by NCHD and engagement

No improvement

▪ However, while some of the initiatives have 

been implemented which AVI appreciates 

and acknowledges, NCHD has not 

implemented important initiatives from 

the perspective of the common interests 

of shareholders, such as the disclosure 

of a business investment plan, 

improvement to the transparency of 

segment information, and the disclosure 

of a quantitative shareholder return 

policy.
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Background

▪ For 16 principles of the Corporate Governance Code, NCHD is not compliant nor has it explained convincing reasons for non-compliance in its

Corporate Governance Report, highlighting that there is significant room for improvement in its governance policies.

Source: Corporate Governance Report (28 June 2022)



When I think of how the 

ShinMaywa Group could 

increase its value, I 

sometimes wonder whether 

the strong independence of 

the business divisions could 

present a hurdle. 

The challenge is to achieve a 

management style that can 

be referred to as a 

conglomerate premium. 
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Background

▪ Peers have been proactive in communicating information to the capital markets, such as business portfolio management using ROIC, business

restructuring, cost of capital/hurdle rates, shareholder return policies, medium-term plans and long-term visions.

As well as financial soundness, efforts to increase capital efficiency are 
important for management business. As part of these efforts, we conducted 
a 45 billion yen share buyback program in FY2018, which resulted in an 
improved ROE. 
Our policy on shareholder returns during the Medium-term management 
plan period sets the dividend payout ratio at 40 to 50% in principle, and in 
some circumstances, we will flexibly carry out share buybacks. 

Director,
Finance
Manager

External
Director

IHI also needs to evaluate profitability in each business division 

based on invested capital and prioritize the allocation of this capital 

to businesses expected to show a return on that investment. 

Progress of Restructuring Business Portfolios

Source: prepared by AVI based on company disclosures

External
Director
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Background

▪ Due to the lack of disclosure and in the face of continued underperformance, NCHD’s market valuation is around 60% below that of industry

peers.

10.7x

13.1x

4.7x

ShinMaywa

11.9x

IHI NCHD

-60%

Valuation comparison with peers

FY1 Fwd. EV/EBIT1

Note 1: Calculated based on share price as of 15 May 2023. Enterprise value takes into account after-tax investment securities and is calculated at a tax rate of 30.6%.

Source: Compiled by AVI based on SPEEDA and company disclosures.
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Net Debt / Total 
Assets

Net Debt / Revenue

Equity Ratio

-38.6%

23.3%
13.7%

-20

-39.4%

34.9%

13.8%

-30

51.0%

22.1%

43.1% 50

Capital efficiency comparison with peers (LTM)

：“Companies with excessive financial assets” in the voting criteria 

of a major domestic asset management company1

Note 1: Nissay Asset Management voting criteria (February 2023). See the criteria for the details of “companies with excessive financial assets.” AVI does not have any

intention to express any opinion in respect of the exercise of voting rights by any shareholder.

Source: prepared by AVI based on company disclosures and SPEEDA, as at end-December 2022.

▪ Given that NCHD has net cash 

equivalents and after-tax investment 

securities amounting to almost 70% of 

its market cap and that NCHD is 

considered to have sufficient debt-financing 

capacity, the need for future financing on 

the stock market appears to be limited.
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Background

▪ While NCHD has “excessive financial assets” sitting as surplus assets on its balance sheet, the dividend payout ratio is well below peers and

shareholder returns remain extremely low (excluding the buy-back through a tender offer from a then-conflicting shareholder in 2021).

28.0%

31.6%

11.3% 12.2%
9.2%

19.6%
22.2%

70

20

35

30

65

25

5

0

10

15

45

40

FY2018

5-year avg.：
40.6%

FY2020FY2019

42.7%

65.7%

5-year avg.：
14.9%

FY2021 FY2022

35.2%

-25.7%pt

Peers1

NCHD

Pay-out ratio trajectory against peers

Note 1: Average of IHI, ShinMaywa, Fuji Hensokuki

Source: prepared by AVI based on company disclosures
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Background

▪ NCHD’s CAPEX is only about half that of its peers.

▪ With low shareholder returns, this has led to the accumulation of financial assets.

Note 1: Does not include cash increase/decrease due to borrowing and repayment of interest-bearing debt.

Note 2: There is a separate increase in cash due to changes in net working capital of +96% of net income, but this is not included in the above “cash reserve.”

Note 3: (Purchase of property, plant and equipment and intangible assets (excluding gains on sales) + M&A expenditure - depreciation and amortisation of goodwill) / profit for the year

Note 4: Only dividend pay-outs are included (peer companies as well), as the tender offer for NCHD’s shares conducted primarily to buy back shares held by then-conflicting TCS Holdings is not considered to represent the normal level of shareholder returns.

Note 5: Cash and cash equivalents - interest-bearing debt + after-tax securities (calculated assuming a tax rate of 30.6%).

Source: Compiled by AVI based on company disclosures, SPEEDA and Capital IQ (as of 13 May 2023).

100

10

13

77

成長投資利益 株主還元内部留保Profit CAPEX3 Cash reserve Pay-out4

Distribution of net profits1, 2 (4-yr average） Net financial assets trajectory (JPY mm) 5

Ref)
Comps:

26 22 52

3,110

5,356

FY18/3 FY22/12

CAGR:
12.1%

Non-operating 
financial assets 

equivalent of 68.5% 
to market cap
(as of 20 April)



Background

▪ If NCHD continues to fail to adequately 

fulfil the responsibilities expected of a 

listed company, it may not be best for 

NCHD to continue its stock market 

listing. The management and the Board 

of Directors should examine various

strategic options and consider the best

option from the perspective of the

common interests of shareholders, 

including reviewing the business portfolio 

and the capital structure. 

▪ Given the lack of improvements, AVI 

suspects that all options are not being 

explored by NCHD, and that the common 

interests of shareholders are being 

undermined as a result.

15

Note 1: ROIC is the average of the three most recent financial years (FY2020 - FY2022) at the time of the shareholder proposal. The ROIC for each business portfolio is based on AVI

calculations based on each segment’s assets and each segment’s sales and profits, as the most recent financial statements of each subsidiary have not been disclosed (as of 13

May 2023). Head office expenses and head office assets are allocated proportionally based on each segment sales respectively.

Note 2: Invested capital is data for the most recent period as at the time of the shareholder proposal (FY2022). For invested capital by business portfolio, AVI calculations are based on

each segment’s assets and each segment’s sales and profits, as the most recent financial statements of each subsidiary have not been disclosed (as of 13 May 2023).

Note 3: Calculated as EVA = (ROIC (average of last 3 periods) - WACC) * IC (last period)

Source: Prepared by AVI based on disclosed documents.

NCHD Business Portfolio

Multi-storey
Car parking business

12.3%

Conveyor business Renewable energy
business

-0.2%

WACC (7%)

ROIC（%）1

Invested

Capital2

3.4%

-Y0.3bn/yr

+Y0.2bn/yr

xx : EVA3
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based on the domestic comparable companies method and the profit of each segment in FY22/3.

Source: AVI estimates based on company disclosures.

1,800

~900

~750

Conveyor1 Net cashMulti-
storey car 
parking1

100~

Renewable 
energy1

637

357

After- tax 
securities

Intrinsic 
value

Current 
share 
price 

(20 Apr)

~3,000

c. -40%

Comparison of intrinsic value against market value

Value per share, JPY▪ The share price of NCHD trades below 

our estimated intrinsic value. This 

reflects a conglomerate discount due to 

NCHD’s diversified business portfolio, the 

uncertainty regarding NCHD’s future 

performance and prospects, and the low 

expectations that the common interests of 

shareholders are being appropriately 

considered.
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Background 

▪ AVI hopes to maintain friendly and constructive relations with the management and the directors of NCHD

in private. However, the lack of progress and speed of the improvements made so far are

significantly below our expectations. We do not think that NCHD’s management and Board are acting

with proper consideration of the common interests of shareholders. Due to NCHD’s intransigence, AVI

believes that much-needed improvements will not be achieved through private engagements.

▪ To fulfill its fiduciary duty as a responsible institutional investor, AVI is making its suggestions through

the more formal process of shareholder proposals to give all shareholders a chance to vote on the

future direction of NCHD.

AVI is submitting shareholder proposals to NCHD’s Ordinary General Meeting to achieve the 

necessary changes to maximise NCHD’s corporate value for the benefit of all shareholders.
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Agendas Summary

1
Partial Amendment to the Articles of 

Incorporation (Number of Directors)

Increase the maximum number of 

directors by one
p.21

2

Election of Two (2) Directors (Excluding 

Directors Who are Audit and Supervisory 

Committee Members)

Elect two additional outside 

directors
p.22

3
Partial Amendment to the Articles of 

Incorporation (Strategic Review Committee)

Establish the Strategic Review 

Committee
p.27

4

Partial Amendment to the Articles of 

Incorporation (Policy against Large-Scale 

Purchases of Share Certificates, etc., of the 

Company)

Set forth minimum matters to be 

complied with in adopting or 

triggering a poison pill

p.33

5
Partial Amendment to the Articles of 

Incorporation (Issuance of Shares, etc.)

Require prior approval of a general 

meeting of shareholders for a third-

party allocation of shares, etc.

p.38

6
Partial Amendment to the Articles of 

Incorporation (Dividends of Surplus, etc.)

Grant general meetings of 

shareholders the authority to 

determine dividends of surplus, etc.

p.41

7 Appropriation of Surplus
Year-end dividend of JPY 65 per 

share
p.46

8

Determination of Compensation for 

Performance-Based Stock Compensation 

Plan and Restricted Stock Compensation Plan 

for Directors (Excluding Directors Who are 

Audit and Supervisory Committee Members)

Amend / introduce stock 

compensation
p.49

Strengthen supervisory 
function of the Board

Evaluate strategic 
alternatives

Ensure discipline
over management

Enhance capital efficiency

Enhance shareholders’ 
interests

List of AVI’s Shareholder Proposals

Strengthen incentive
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1 Background of the Shareholder Proposals

2 Contents of and Reasons for Each Proposal
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Strengthening Supervisory Function



Partial Amendment to the Articles of Incorporation

(Number of Directors)

21

Proposal 1

Increase the maximum number of directors by one to enable the election of two outside 
directors with knowledge and experience of capital markets outlined in Proposal 2. 

Director Experience / Knowledge

1 Hironori Kajiwara Internal Director

2 Hiroshi Yoshikawa Internal Director

3 Hidekazu Murata1 Internal Director

4 Ayo Kinoshita (Makino) M&A, Construction

5 Yasushi Hashimoto Finance, Management

6 Hiroaki Komatsu Finance, Management

7 Koji Takahashi Finance, Management

8 Kentaro Kitagawa Legal

9 Takuro Katayama Legal

10 Masao Fujie Accounting

11 Kenichiro Matsuki Accounting

12 Director proposed by AVI Capital Market

13 Director proposed by AVI Capital Market

Directors lack capital markets 
knowledge and experience

Insufficient supervisory function 

Increase maximum number 
of directors by one

Allow the election of two directors 
with knowledge and experience 

of capital markets

Strengthen supervisory function Upper Limit

Board of Directors

Note 1: In place of Mr. Hidekazu Murata, Mr. Toshio Ishida is nominated by NCHD as a candidate for a new internal director for approval at this Ordinary General Meeting of Shareholders.

Source: NCHD disclosure
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Proposal 2

Elect two outside directors with abundant capital markets knowledge and experience to 
strengthen the Board of Director’s supervisory function from the perspective of the common 
interests of shareholders.

Election of Two Directors 

(Excluding Directors Who are Audit and Supervisory Committee Members) (1/4)

Director Experience / Knowledge

1 Hironori Kajiwara Internal Director

2 Hiroshi Yoshikawa Internal Director

3 Hidekazu Murata1 Internal Director

4 Ayo Kinoshita (Makino) M&A, Construction

5 Yasushi Hashimoto Finance, Management

6 Hiroaki Komatsu Finance, Management

7 Koji Takahashi Finance, Management

8 Kentaro Kitagawa Legal

9 Takuro Katayama Legal

10 Masao Fujie Accounting

11 Kenichiro Matsuki Accounting

12 Jiro Yasu Capital Markets

13 Philip Partnow Capital Markets

Elect two directors with abundant 
knowledge and experience 

of capital market

Strengthen supervisory function 

Structure of the Board of Directors

Note 1: In place of Mr. Hidekazu Murata, Mr. Toshio Ishida is nominated by NCHD as a candidate for a new internal director for approval at this Ordinary General Meeting of Shareholders.

Source: NCHD disclosure

Directors lack capital markets 
knowledge and experience

Insufficient supervisory function 
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Proposal 2

Jiro Yasu

1996 Daiwa Securities America Inc. (NY)

1998 First Eagle Investment Management, LLC (Formerly Arnhold

and S. Bleichroeder) (NY)

2001 Senior Vice President, First Eagle Investment Management, 

LLC

2005 Director in charge of New Business Promotion, Jyujiya

Securities Co. Ltd.

2006 Representative Director, VARECS Partners Limited (to 

present)

2012 Director, Jyujiya Holdings Inc.

2013 Director, Fujii Shuzo Co., Ltd. (to present)

2018 Representative Director, JWC Inc. (to present)

2022 Representative Director, Jyujiya Holdings Inc. (to present)

• Involved in buy side public equity investments for more than 20

years.

• At First Eagle Investment Management, a long-established

investment management firm in New York, as a senior vice

president, he was involved in a wide range of asset management

work, including company analyses, fundraising, product

developments, and risk management.

• Co-founded an independent investment management firm and

became its representative director. As a portfolio manager, he

makes long-term investments in mid-cap Japanese listed

companies.

• Focuses on contributing to realising the intrinsic value and further

growth of portfolio companies through dialogue with their

management teams.

Biography

• Can devote sufficient time and effort to his duties as an outside

director.

• The investment management firm and investment funds in which

Mr. Yasu is involved do not currently have any investments in

NCHD, nor will they have any investments in NCHD during his

term of office.

• Has a global perspective, having worked in the US for c. ten years

and communicating with overseas asset owners and investment

management companies on a daily basis.

• B.A. in Economics from Keio University, Certified Financial Analyst.

• Fluent in Japanese and English.

• Expected to utilise his many years of experience investing in

listed companies as an institutional investor to supervise

management emphasising the common interests of shareholders,

to deepen dialogue with shareholders and the capital markets,

and to provide advice to NCHD to be better appreciated by

investors.

• Expected to utilise his extensive network of domestic and foreign

capital market participants and listed company managers, etc.,

which he has built up through his many years of managing

investment funds, to help NCHD resolve various management

issues.

Qualifications

Experience

Reasons for Proposing as Outside Director

Election of Two (2) Directors 

(Excluding Directors Who are Audit and Supervisory Committee Members) (2/4)
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Proposal 2

Philip Partnow

1995 Joined Sullivan & Cromwell LLP (NY, HK, Tokyo)

1999 Senior Vice President & Head of Transaction Legal Dept., 

Nikko Salomon Smith Barney Limited (Tokyo)

2000 Director in M&A Dept., UBS Investment Bank (Tokyo, HK)

2004 Executive Director in M&A Dept., UBS Investment Bank (HK)

2007 Managing Director in M&A Dept., UBS Investment Bank (HK)

2007 Deputy Head of Investment Banking, UBS Securities 
(Beijing)

2010 Head of China M&A, UBS Investment Bank (Beijing)

2010 Member of the Board of Directors, UBS Securities (Beijing)

2013 Vice Chairman of Asian M&A, UBS Investment Bank (HK)

2014 Founder & CEO, Partnow & Co. (to present)

• Involved in M&A and strategic investment advisory work for more

than 20 years.

• Held several senior positions at UBS Group, including Vice

Chairman of Asian M&A. Worked closely with senior

management of large companies in Japan, China, USA and

Europe on M&A and strategic investment transactions.

• Gained a deep understanding and insight into the capital markets

in the process of advising listed company clients on financing and

other capital markets matters.

• Runs his own M&A advisory boutique firm in Japan since 2014.

Mainly advises foreign investors in their investments in Japan,

including assisting them in their engagements with the

management team of Japanese listed companies. Further

deepening his understanding and insight into the Japanese

capital market and the challenges and opportunities facing

Japanese listed companies.

Biography

• Can devote sufficient time and effort to his duties as an outside

director.

• Born and raised in the US and has many years of work experience

in Japan and China, giving him both a global perspective and an

understanding of Japanese values and corporate culture.

• B.A. in Social Studies from Harvard University, J.D. from Columbia

Law School.

• Fluent in Japanese, English, and Mandarin Chinese.

• In addition to supervising management with an emphasis on the

common interests of shareholders, he is also expected to make

significant contributions to NCHD in other highly important

challenges, such as (i) reviewing the business portfolio, (ii)

considering and formulating M&A strategies, (iii) considering and

executing M&A and strategic investments, (iv) deepening

dialogue with shareholders and the capital markets, and (v)

globalising the business.

Qualifications

Experience

Reasons for Proposing as Outside Director

Election of Two (2) Directors 

(Excluding Directors Who are Audit and Supervisory Committee Members) (3/4)
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Proposal 2

Mr. Yasu and Mr. Partnow are completely independent of AVI and will not represent the interests 
of any particular shareholder. They are expected to supervise the management from the 
perspective of the common interests of all shareholders.

Mr. Yasu and Mr. Partnow are completely independent of AVI

General Shareholders

Board of DirectorsMr. YasuMr. Partnow

Fiduciary 

Duty

Strengthen 

supervisory function

▪ No interest in AVI, such as 

business relationship or 

employment/delegatory relationship

▪ No contract or agreement 

with AVI, including 

the payment of compensation or 

the exchange of information

▪ No obligation or liability to AVI

Proposer

Election of Two (2) Directors 

(Excluding Directors Who are Audit and Supervisory Committee Members) (4/4)

Completely 

Independent
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Evaluate Strategic Alternatives
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Proposal 3

The Board should evaluate the best strategic options from the perspective of the common 
interests of shareholders. However, AVI believes that the Board may not have adequately 
considered all options, and the common interests of shareholders may have been undermined.

Partial Amendment to the Articles of Incorporation

(Strategic Review Committee) (1/5)

Ideal AVI’s concern

Alternative A As Is Alternative B

Examine/chose

？ ？

Examine/chose?

As Is

▪ Management and the Board are expected to 
examine whether the status quo is the best option 
from perspectives of shareholders’ interests, after 
having compared it with various strategic 
alternatives, including reviewing the business 
portfolio and capital structure. 

▪ However, the Board has made no effort to explain 
the results of such examinations to shareholders 
and investors to gain their understanding and trust.

▪ Rather, all strategic options may not have been 
adequately considered and shareholders’ interests 
may have been undermined.
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Proposal 3

The Strategic Review Committee shall examine strategic alternatives broadly and recommend 
the best option. The Board of Directors shall formulate an Implementation Plan, and the 
directors shall implement procedures.

Process of the Strategic Review Committee (“SRC”)

SRC’s 

Recommendation, 

Disclosure

SRC’s 

Establishment

SRC’s Duties 

Completion

AGM
Establish SRC after AGM without delay

Examine Strategic Alternatives

▪ Request reports, documents, opinions, and explanations 
of directors and employees 

▪ Examine credible proposals by potential strategic partners, 
sponsors, acquirers, etc.

Potential 

Partners, etc.

Proposals

Im
p

le
m

e
n

ta
tio

n

Formulation of 

Implementation Plan

Disclose recommendation by end of Dec. 2023
(at the discretion of the SRC it can be delayed)

Directors, 

Employees

Board formulates 
Implementation Plan 
respecting recommendation

Directors implements 
procedures according to 
Implementation Plan

SRC ends upon completion of duties

Recommend to Board alternative objectively and reasonably 
determined to be best

SRC supervises 
these activities

Implementation of 

Strategic Alternative

6 months

(Until Dec.)

Without

delay

: SRC’s roles

Partial Amendment to the Articles of Incorporation

(Strategic Review Committee) (2/5)

E
x

a
m

in
a
tio

n
s
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Proposal 3

In the 1st phase, the SRC examines and recommends strategic alternatives.
In the 2nd phase, the Board and the directors formulate the plan and implement procedures, 
which the SRC supervises.

Examination

Implementation

Phase Strategic Review Committee (SRC)

1st

2nd

Board / Directors

▪ Cooperation such as submitting 
reports or documents

▪ Attendance, opinions, explanations

▪ Report proposals by potential 
partners, etc.

▪ Examine strategic alternatives broadly

• Evaluate impact on shareholders’ interests quantitively

• Consider feasibility and time required for 
implementation of each alternative

• Examine credible proposals by potential partners, etc,

▪ Recommend to Board best alternative

▪ Supervise activities by Board of Directors

• Request reports and documents

• State opinions

▪ Formulate implementation plan

The Articles of Incorporation shall stipulate that all duties are performed 

from the perspective of the common interests of shareholders.

▪ Implement procedures

Enhance shareholders’ interests

Partial Amendment to the Articles of Incorporation

(Strategic Review Committee) (3/5)
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Proposal 3

Composition and authorities to ensure the effectiveness of the SRC.

Authorities

▪ Establishment: After AGM without delay

▪ Disclosure of Recommendation: by the end of Dec. 2023
(at the discretion of the SRC it can be delayed)

▪ End: Upon completion of duties

Item

▪ Members selected amongst all outside directors by mutual election

▪ A person with work experience at an institutional investor and abundant 
knowledge and experience of the stock market becomes chairperson

▪ Request cooperation (reports, documents, etc.) of directors/employees, 
who must listen to the opinions of the SRC

▪ Have person other than SRC members attend meetings and request 
opinions/explanations

▪ Receive advice/assistance from outside experts (attorneys, consultants)

▪ Request reimbursement of necessary expenses, etc.

▪ NCHD must form a support team for the SRC to utilise

Composition

SRC should be ad hoc to 
enable intensive discussions 
within a certain time frame

Ensure independence and 
include capital market 
perspective to perform duties 
from perspective of 
shareholders’ interests

Grant necessary authorities 
to ensure objectivity, 
rationality, and effectiveness 
of duties

Purpose Matters to stipulate in Articles of Incorporation

Partial Amendment to the Articles of Incorporation

(Strategic Review Committee) (4/5)
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Proposal 3

The Articles of Incorporation guarantees that outside directors lead the SRC and that its duties 
are performed from the perspective of the common interests of shareholders. It is impossible 
that the duties are performed for the benefit of any particular shareholder.

Partial Amendment to the Articles of Incorporation

(Strategic Review Committee) (5/5)

Composition 
of the SRC

Duties of the SRC

▪ All outside directors

➢ Duty to enhance common interests of shareholders by law

➢ No difference between incumbents and new directors

▪ Candidates AVI proposes are completely independent of AVI

Matters to stipulate in Articles of Incorporation to enhance common interests of shareholders

▪ Mutual election by all outside directors (8/10 are incumbents)

➢ Selection through fair process

▪ Range of 3 to 5 members

➢ Flexibility to determine number of members and ratio of incumbent 
outside and new outside directors

➢ At the discretion of all outside directors (8/10 are incumbents)

Eligibility 
for Members

▪ Articles of Incorporation clearly state that all duties shall be performed 
“from the perspective of maximising the common interests of the 
Company’s shareholders.” (Article 36)

▪ Outside directors are legally obligated to comply with Articles of 
Incorporation (and will be liable for damages if they do not comply).

Process to 
select 
members

Number of 
Members

Impossible for SRC 
to be led by anyone 

other than 
outside directors

Impossible for SRC 
to perform duties for 

anyone other than 
all shareholders
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Ensure Discipline over Management
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Proposal 4

Hostile acquisitions and the existence of their possibility play a significant role in improving the 
efficiency of NCHD’s management.

Economic significance of hostile acquisitions

1. Effect of hostile acquisitions on promoting corporate reform

When an acquirer with better capability than the current
management team acquires a company, corporate value is
enhanced by management reforms. In addition, it is necessary to
be prepared for hostile acquisitions and manage the company
with a sense of urgency in order to enhance corporate value.
Increased concern about hostile acquisitions has the effect of
encouraging efforts to enhance management discipline… The
greater the threat of hostile acquisitions, the more companies
prepare for them by conducting managerial efforts to increase
market capitalisation… The advantage of public stock
companies lies in the fact that they are subject to pressure for
management innovation under such monitoring by the capital
market. …Hostile acquisitions allow companies to make a bold
selection and concentration of management resources, which
would not have been possible under the current management,
enhancing corporate value.

Hostile acquisitions have positive effects (e.g., the existence of
their threat disciplines the management team, an acquisition can
enhance the common interests of shareholders).

Reference

METI & MOJ, “Guidelines on Takeover Defense Measures to Ensure or Enhance Corporate Value and Common 

Interests of Shareholders”

METI, “Corporate Value Report: Proposals for the Formation of Rules for a Fair Corporate Society”

Existence of possibility of 
becoming a takeover target 

motivates management to 
improve performance, 

making company 
management efficient

Importance before acquisition

Hostile acquisitions and their possibility are 

particularly important in NCHD which lacks adequate 

consideration of shareholders’ interest.

Acquisitions improve 
company management by 
promoting management 

reform

Enhance shareholders’ 
interests

Partial Amendment to the Articles of Incorporation

(Policy against Large-Scale Purchases of Share Certificates, etc., of the Company) (1/5)

Importance after acquisition
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Proposal 4

The benefit of better management performance when there is a possibility of a hostile 
acquisition is weakened when countermeasures are misused, although there can be situations 
where they are necessary to thwart abusive takeovers.

Necessity of preventing poison pills from being misused

▪ Minimum measures should be taken to prevent the 
misuse of poison pills that undermine the important roles 
of hostile acquisitions

▪ There may be situations where countermeasures are 
necessary to deal with abusive takeovers

▪ Poison pills should only aim to enable shareholders to 
make an appropriate decision on whether to accept an 
acquisition by providing information and time

▪ Hostile acquisitions are often not favourable to 
management

▪ There is a risk that management may misuse poison 
pills to protect themselves and prevent acquisitions 
that might be in shareholders’ interests

“The final decision on the desirability of an acquisition should be made by shareholders.”
“Arbitrary use such as endlessly requesting information to the acquirer or unreasonably prolonging the evaluation period of the
acquisition offer … with the aim of discouraging an acquisition should not be tolerated.”

METI, “Takeover Defense Measures in Light of Recent Environmental Changes”

Reference

Partial Amendment to the Articles of Incorporation

(Policy against Large-Scale Purchases of Share Certificates, etc., of the Company) (2/5)

Hostile acquisitions 
enhancing

shareholders’ interests

Abusive

hostile takeovers

Poison pill

MisuseProper use
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Proposal 4

Set minimum requirements when adopting or triggering a poison pill so that the benefit from the 
possibility of hostile acquisitions is not weakened.

Item Ideal Matters to stipulate in Articles of Incorporation

Triggering poison pill

Evaluation period

▪ Require prior approval by general meeting of 
shareholders

▪ Allow ex-post approval in case of urgency

Abolition of poison 
pill

Shareholders should 
decide whether 
acquisition is desirable

Majority-of-the-
minority resolution

Shareholders should 
be able to abolish pill 
if its adoption is not 
appropriate

Unreasonably 
prolonging evaluation 
period to stop 
acquisition should be 
prevented

It should be clear when 
a MOM resolution would 
be utilised to avoid the 
chilling effect on 
acquisitions

▪ Grant general meeting of shareholders 
authority to abolish pill

(Board can also abolish pill by law)

▪ Set upper limit on evaluation period while 
securing necessary time for Board to request 
information and conduct evaluations/examinations

▪ Period should be 30 business days, which is 
considered sufficient for passive market checks

▪ Limit scope of MOM resolution to rapid in-market 
acquisitions, to which tender offer regulation does 
not apply

Note 1:  A majority-of-the-minority resolution (MOM resolution) is a resolution of a general meeting of shareholders to trigger a poison pill, which is voted on by excluding the voting rights of interested parties such as acquirers.

1

Current

▪ Shareholders’ 
authority to decide 
is not guaranteed

▪ Shareholders’ 
authority to 
abolish is not 
guaranteed

▪ No upper limit on 
evaluation period

▪ Uncertain scope 
of MOM resolution

Partial Amendment to the Articles of Incorporation

(Policy against Large-Scale Purchases of Share Certificates, etc., of the Company) (3/5)
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Proposal 4

Explanation of proposed amendment to the Articles of Incorporation

(Policy against Large-Scale Purchases of Share Certificates, etc., of the Company)

1. Article 19 The Company must obtain prior approval by a resolution of a general meeting of
shareholders in cases where:
(i) The Company (a) has in place a policy against large-scale purchases of share certificates, etc.,

(meaning share certificates, etc., set forth in Article 27-23, Paragraph 1 of the Financial Instruments
and Exchange Act; hereinafter the same) of the Company (regardless of whether or not it is adopted
prior to the commencement of a large-scale purchase; hereinafter referred to as the “Policy”), and (b)
intends to trigger countermeasures according to the Policy, such as an allotment of stock
acquisition rights without contribution, or

(ii) The Company intends to take any other action that would make it significantly difficult to conduct a
large-scale purchase.

2. Notwithstanding the preceding paragraph, the Company may trigger the countermeasures set forth in the
preceding paragraph without obtaining approval by a resolution of a general meeting of shareholders in
cases where (i) the Company has in place the Policy, and (ii) a large-scale purchaser (meaning a person
who attempts to conduct a large-scale purchase; hereinafter the same) attempts to conduct a large-scale
purchase without complying with procedures set forth in the Policy. In this case, the Company shall
convene a general meeting of shareholders promptly after the triggering of the countermeasures in
order to obtain approval by resolution. If the Company fails to obtain approval by such resolution, it shall
immediately take necessary measures to abort the triggering of the countermeasures.

3. In addition to the matters set forth in the Companies Act, general meetings of shareholders may
resolve to abolish the Policy.

4. The period to be specified in the Policy for the Board of Directors to request large-scale purchasers to
provide necessary and appropriate information, or for the Board to evaluate and examine large-scale
purchases, discuss and negotiate with large-scale purchasers, form the opinion of the Board, and develop
alternative plans, shall not exceed 30 business days in total. If the Company intends to trigger the
countermeasures set forth in Paragraph 1 after such period has elapsed, it shall immediately convene a
general meeting of shareholders in order to obtain approval by resolution as set forth in Paragraph 1.

5. The resolutions of general meetings of shareholders set forth in the preceding paragraphs shall be
adopted by the method set forth in Article 309, Paragraph 1 of the Companies Act and Article 17,
Paragraph 1 of the Articles of Incorporation; provided, however, that this does not apply in cases where (i)
a rapid large-scale purchase is being conducted in a financial instruments exchange market
(meaning a financial instruments exchange market set forth in Article 2, Paragraph 17 of the Financial
Instruments and Exchange Act), and (ii) the Company intends to trigger the countermeasures set forth in
Paragraph 1.

Require prior approval by 
general meeting of 
shareholders to trigger 
poison pill

Allow ex-post approval in 
case of urgency

Enable general meeting of 
shareholders to abolish
poison pill

(the Board can also abolish)

Set upper limit on 
evaluation period by Board

Clarify scope of 
MOM resolution

Partial Amendment to the Articles of Incorporation

(Policy against Large-Scale Purchases of Share Certificates, etc., of the Company) (4/5)
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Proposal 4

Reasonable scope of shareholder influence, while respecting the professional judgment of the 
Board of Directors.

Scope of proposal

Partial Amendment to the Articles of Incorporation

(Policy against Large-Scale Purchases of Share Certificates, etc., of the Company) (5/5)

Scope of 
MOM

Evaluation 
period

Triggering

Type of 

pill

Whether 
adopt pill

or notEffects of 
triggering

Adoption 
procedures

Duration

Renewal

Triggering 
events

Amend-
ment

The Articles of Incorporation shall 
set forth only minimum matters to 
be complied with, which are 
necessary to prevent misuse and 
secure the efficiency of company 
management.

Many other matters will still be left 
to the Board of Directors.

Abolition



38

Proposal 5

The need for prompt financing on the stock market is limited in NCHD.
An abusive third-party allocation of shares undermines discipline over company management 
and existing shareholders’ interests.

Partial Amendment to the Articles of Incorporation 

(Issuance of Shares, etc.) (1/2)

Disadvantages of third-party allocation of shares by Board of Directors outweigh advantages in NCHD

*1

Advantages

Disadvantages

Prompt financing

Damages to existing 
shareholders

Loosening discipline 
over management

▪ Limited need for prompt fundraising on stock 
market

➢ Net cash and cash equivalent amounting to 
almost 70% of market cap.

➢ Sufficient debt financing capacity.

▪ Decrease in voting right ratio

▪ Economic loss due to dilution

▪ Discipline over management is undermined if it is 
conducted for purpose of

➢ Maintaining/securing control of management

➢ Reducing influence of active shareholders

Discipline over 
management and 

existing 
shareholders’ 

interests should be 
prioritised over 
prompt funding.
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Proposal 5

Require prior approval by a general meeting of shareholders for a third-party allocation of 
shares, etc., only in cases of high necessity in order to prevent discipline over company 
management and the interests of existing shareholders from being undermined.

Where prior approval from shareholders is needed

Issuance of 
shares and 

stock 
acquisition 

rights

Shareholder 
allotments

Unnecessary

% of shareholders who 
notify NCHD of intention to 

vote against

Third-party 
allocations

Others

Not urgent

▪ Only require prior approval from shareholders in limited cases 

▪ Set broad exceptions so that no prior approval is required for 
cases that need prompt fundraising

Urgent necessity to 
continue business

Stock compensation to 
directors/employees of 

NCHD/subsidiaries

Impact on interests of 
existing shareholders

Partial Amendment to the Articles of Incorporation 

(Issuance of Shares, etc.) (2/2)

Public
offerings

Unnecessary

Stock 
compensations

Unnecessary

Urgent

Unnecessary

Opposition < 20%

Unnecessary

Opposition ≧ 20%

Shareholder approval 
is necessary
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Enhance Capital Efficiency
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Proposal 6

Profits generated from the business should first be utilised for investments to enhance 
corporate value. Any surplus thereafter should be returned to shareholders so long as financial 
soundness is ensured.

Partial Amendment to the Articles of Incorporation 

(Dividends of Surplus, etc.) (1/5)

Appropriate management to enhance capital efficiency

Investment

Cash 
Reserve

Shareholder 
Return

Profit

▪ Profits generated from the business should first be 
utilised for investments aimed at enhancing corporate 
value, such as capital expenditure, investments in 
research and development, and investments in human 
capital.

▪ Surplus thereafter should be returned to shareholders 
to the extent that financial soundness is ensured.

▪ This not only enhances capital efficiency but also 
contributes to a virtuous cycle of funds through 
reinvestment by investors.
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Proposal 6

The majority of profits have accumulated and have not been utilised to enhance corporate value 
or returned to shareholders for the past five years. As a result, cash equivalents amounting to 
approx. 61% of the market capitalisation have been piled up, undermining capital efficiency.

Partial Amendment to the Articles of Incorporation 

(Dividends of Surplus, etc.) (2/5)

Note 1: Does not include cash increase/decrease due to borrowing and repayment of interest-bearing debt.

Note 2: There is a separate increase in cash due to changes in net working capital of +96% of net income, but this is not included in the above “cash reserve.”

Note 3: (Purchase of property, plant and equipment and intangible assets (excluding gains on sales) + M&A expenditure - depreciation and amortisation of goodwill) / profit for the year

Note 4: Only dividend pay-outs are included (peer companies as well), as the tender offer for NCHD’s shares conducted primarily to buy back shares held by then-conflicting TCS Holdings is not considered to represent the normal level of shareholder returns.

Note 5: Cash and cash equivalents - interest-bearing debt + after-tax securities (calculated assuming a tax rate of 30.6%).

Source: Compiled by AVI based on company disclosures, SPEEDA and Capital IQ (as of 13 May 2023).

100

10

13

77

利益 成長投資 内部留保 株主還元Profit Investment3 Cash reserve Pay-out4

Distribution of net profits1,2 (4-yr average） Net financial assets trajectory (JPY mm) 5

Ref)
Comps:

26 22 52

3,110

5,356

FY22/12FY18/3

CAGR:
12.1%

Non-operating 
financial assets 

equivalent of 68.5% 
to market cap
(as of 20 April)
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Proposal 6

Low capital efficiency and poor shareholder returns contradict “promises” made voluntarily by 
management.

“Promises” have not been 
fulfilled for two years.

Current management team 
has not lived up to confidence 
of shareholders who trusted 
promises.

Made “promises” in calling 
on shareholders to vote in 
favour of current management 
team

Current management team 
contested management 
rights with conflicting major 
shareholders at AGM in 2021

Source: Press release dated 25 May 2021, “Request to shareholders to return voting forms”

Partial Amendment to the Articles of Incorporation 

(Dividends of Surplus, etc.) (3/5)

“Please vote in favour of NCHD’s proposals.”

“Performance of and promises by the current management team”

“Promises by the current team”

“3. Focus on capital efficiency / strengthening shareholder returns

We will manage the company focusing on capital efficiency and 
strengthening shareholder returns!”



Proposal 6

AVI has lost trust in the Board of Directors having the exclusive authority to determine dividends. 
Shareholders should determine dividends as per the principle under the Companies Act.

Principle under Companies Act

Shareholders

Board of 

Directors

Exclusive

No Authority

▪ General meetings of 
shareholders have authority to 
determine dividends under 
general principle of Companies 
Act

▪ To place management’s 
conduct regarding capital 
allocation under shareholders’ 
discipline

Exclusive

No Authority

Concurrent

Concurrent

▪ Shareholders trusted Board and 
granted Board authority

▪ However, the Board has not 
made appropriate decisions 
on dividends, failing to live up 
to shareholders’ trust

▪ Shareholders should regain 
authority since the Board has 
not acted appropriately

▪ Board will retain authority to 
allow for the efficient decision 
making on shareholder returns, 
but it can be overruled through a 
shareholder proposal

NCHD Current Proposal

Partial Amendment to the Articles of Incorporation 

(Dividends of Surplus, etc.) (4/5)

44



Board will retain 
authority.

As long as Board 
exercises authority 
appropriately, 
shareholders do not need 
to exercise it. Flexibility 
of capital policy will not 
be unreasonably 
impaired.

45

Proposal 6

Explanation of proposed amendment to the Articles of Incorporation

Currently, shareholders
have no authority.

Current Articles of Incorporation

(Dividends of surplus, etc.)

Article 34 The Company shall determine the matters set forth in each item of

Article 459, Paragraph 1 of the Companies Act, including

dividends of surplus, by a resolution of the Board of Directors, not

by a resolution of a general meeting of shareholders, except as

otherwise provided by laws and regulations.

2-4. (Omitted)

(Underlines indicate changes.)

Proposed Amendment

(Dividends pf surplus, etc.)

Article 34 The Company can determine the matters set forth in each item of

Article 459, Paragraph 1 of the Companies Act, including

dividends of surplus, by a resolution of the Board of Directors,

except as otherwise provided by laws and regulations.

2-4. (As current)

Shareholders regain 
authority by deleting 
above language in blue, 
as per principle under 
Companies Act.

Currently, Board has 
exclusive authority.

Partial Amendment to the Articles of Incorporation 

(Dividends of Surplus, etc.) (5/5)
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Proposal 7

At least a 70% pay-out ratio is appropriate for NCHD.
The year-end dividend should be JPY 65 per share.

Appropriation of Surplus (1/2)

Note 1: Does not include cash increase/decrease due to borrowing and repayment of interest-bearing debt.

Note 2: There is a separate increase in cash due to changes in net working capital of +96% of net income, but this is not included in the above “cash reserve.”

Note 3: (Purchase of property, plant and equipment and intangible assets (excluding gains on sales) + M&A expenditure - depreciation and amortisation of goodwill) / profit for the year

Note 4: Only dividend pay-outs are included (peer companies as well), as the tender offer for NCHD’s shares conducted primarily to buy back shares held by then-conflicting TCS Holdings is not considered to represent the normal level of shareholder returns.

Source: Compiled by AVI based on company disclosures, SPEEDA and Capital IQ (as of 13 May 2023).

100

10

13

77

利益 成長投資 内部留保 株主還元Profit Investment3 Cash reserve Pay-out4

Distribution of net profits1,2 (4-yr average）

▪ Even if the level of growth investment 

were to double, a dividend payout 

ratio of 70% would still be a 

reasonable target

▪ Given that NCHD’s non-operating 

financial assets account for just shy of 

70% of its market cap, strengthening 

shareholder returns is an initiative 

that will also contribute to improving 

capital efficiency
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Proposal 7

NCHD’s past disclosure assures that the dividend of JPY 65 per share would not impair the 
financial soundness at all.

Note 1: Cash and deposits as of 31 March 2023 (consolidated basis).

Note 2: Calculated by multiplying the dividend per share of JPY 65 by the total number of issued shares of NCHD’s common stock (excluding treasury stock) as of 31 March 2023.

Source: Press release dated 1 September 2021, “Notice of acquisition of own shares and commencement of tender offer for own shares”; Financial Statement for the fiscal year ended 31 March 2023.

Appropriation of Surplus (2/2)

5,875 − 2,000 = 3,875 million

Cash / deposits 
before buyback

Purchase funds
Cash / deposits 
after buyback

Even after the dividend, 
there will be more cash and 
cash equivalents on the 
balance sheet than there 
were after the buyback when 
the management said NCHD’s 
“financial soundness and 
safety will be ensured.”

Buyback 
through 

tender offer
(Sep. 2021)

Proposed
dividend

Cash / deposits
current

Total amount
of dividend

Cash / deposits
after dividend

Total amount of purchase price

JPY 2,000,211,300

The funds required for the Tender Offer will be allocated entirely from cash on
hand. In this regard, the Company’s liquidity on hand (cash and deposits) on a
consolidated basis as of 30 June 2021 is JPY 5,875 million. Even after the
funds for the Tender Offer are used, the Company’s financial soundness and

safety will be ensured, as the Tender Offer will not have a material impact on
the Company’s financial condition or dividend policy.

5,529 −   282 = 5,246 million

1 2
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Strengthen Incentive
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Proposal 8

The current compensation system does not provide for compensation that is linked to medium-
to long-term business performance, which is necessary to incentivise sustainable growth.

Determination of Compensation for Performance-Based Stock Compensation Plan and 

Restricted Stock Compensation Plan for Directors (1/3)

Existing stock comp.

Only executive 
directors are eligible

Clear linkage with 
medium- to long-term 
performance

Increase in total 
amount

60% decrease in 
maximum dilution

Proposal

Eligible Director

Performance 
linkage

Total amount of 
monetary comp.

Total number of
shares

Executive directors

No

JPY 100 million / year

200,000 shares / year

Dilution: 4.3%

Executive directors

Yes (see next slide)

JPY 150 million / year

80,000 shares / year

Dilution: 1.7%

Strengthen 
incentive for 

executive 
directors

“The board should design management remuneration systems such that they operate as a healthy incentive to generate
sustainable growth . . . . The proportion of management remuneration linked to mid- to long-term results and the balance of
cash and stock should be set appropriately.”

Corporate Governance Code, Supplementary Principle 4.2.1

Reference
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Proposal 8

Under the proposed performance-based stock compensation (PSU) plan for executive directors, 
the number of shares to be delivered shall be calculated based on the degree of achievement of 
TSR and ROIC targets during three fiscal years.

Determination of Compensation for Performance-Based Stock Compensation Plan and 

Restricted Stock Compensation Plan for Directors (2/3)

Performance evaluation period

FY 1 FY 2 FY 3

Transfer restriction period

Stock comp. delivery

Resign from director

Transfer restriction lifted

Number of shares 
to be delivered = Base number

Degree of target 
achievement✖

* Determined based on 
position, etc.

Process of delivery of stock compensation

Formula to calculate number of shares to be delivered

TSR Target

TSR during evaluation period is
150% or more

Or any higher target determined by
Board after deliberation by
Compensation Committee

TSR Target

R
O

IC
 T

a
rg

e
t

Achieved Unachieved

Achieved 100% 50%

Unachieved 50% 0%

ROIC Target

Average of ROIC in each fiscal
year during evaluation period is
10% or more

Degree of Target Achievement
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Proposal 8

A stock compensation plan for outside directors should be introduced to provide them with 
appropriate incentives. Whether to grant shares under the plan shall be determined by the Board 
of Directors after deliberation by the Compensation Committee.

Determination of Compensation for Performance-Based Stock Compensation Plan and 

Restricted Stock Compensation Plan for Directors (3/3)

Current

Audit Committee 
members are not 
eligible due to duties

No performance 
linkage due to duties 
as supervisors

Proposal

Eligible Director

Performance 
linkage

Total amount of 
monetary comp.

Total number of
shares

Outside directors
(excluding Audit 
Committee members)

No

JPY 0.3 million / year

16,000 shares / year

Dilution: 0.3%

Provide outside 
directors with 
appropriate 
incentives

“It is worth considering granting outside directors incentive compensation, such as stock-based compensation, for which the
number of shares to be granted does not change depending on performance . . .” “Incentive compensation is unlikely to
undermine their independence and oversight.” “Stock-based compensation can be effective for outside directors, whose role is to
appropriately reflect shareholders’ opinion, from the viewpoint of aligning their perspective with that of shareholders. In particular,
stock-based compensation . . . with no performance conditions attached may be a valuable option . . .”

METI, “Practical Guidelines for Corporate Governance Systems (CGS Guidelines),” Appendix 1

Reference

No plan

Board shall 
determine specific 
amount. Six outside 
directors are eligible 
if AVI’s director 
candidates are 
appointed
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▪ This document (including all information contained herein; hereinafter the same) was prepared solely for the purpose of providing information to

shareholders of NC Holdings Co., Ltd. (the “Company”). Asset Value Investors Limited (“AVI”) is the investment manager of AVI Japan Opportunity

Trust plc (“AJOT”), a shareholder of the Company.

▪ AVI is authorised and regulated by the UK Financial Conduct Authority (“FCA”) and is also registered as an Investment Advisor with the United

States Securities and Exchange Commission under the United States Investment Advisors Act of 1940.

▪ This document is directed only at Professional Clients or Eligible Counterparties as defined by the UK FCA.

▪ This document exclusively represents the opinions, interpretations and estimates of AVI in relation to the Company’s business and governance

structure. AVI is expressing such opinions, interpretations and estimates solely in its capacity as an investment manager of AJOT.

▪ This document is provided for information purposes only. It does not solicit to buy or sell any security, financial product, or related derivative product.

It does not include any advice related to law, accounting, tax, finance or investment.

▪ This document was prepared based on the annual securities reports and financial statements published by the Company and its peers, and other

publicly available information as well as information that AVI collected on its own as of 18 May 2023. AVI does not have any intention to express any

opinion externally in respect of any content contained in this document including premises or assumptions.

▪ This document was prepared on the assumption that the publicly available information was accurate and complete. AVI makes no representation or

warranty, express or implied, as to the accuracy, completeness or reliability of the information contained in this document. AVI shall not assume,

directly or indirectly, any responsibility or obligation in relation to this document irrespective of whether it is arisen under a contract or in tort or

otherwise.

▪ AVI shall not be obliged to independently verify the reasonableness and validity of the publicly available information and the assumptions set based

on the publicly available information, nor shall AVI assume any responsibility whatsoever.

▪ This document is not a solicitation to exercise voting rights by proxy nor is it a solicitation or request to jointly acquire or transfer share certificates,

etc. or to exercise voting rights or other rights as shareholders.

▪ AVI does not intend to become, or have its related person become, an officer of the Company, to propose to transfer or discontinue the business or

assets of the Company, by itself or through other shareholders of the Company, at the Company’s general meeting of shareholders, or to access

confidential technical information relating to the business of the Company. In addition, AVI does not intend to engage in any conduct that makes it

difficult for the Company to continuously and stably conduct its business.

▪ In the event of any discrepancy or inconsistency between the content and information in the English language version and the Japanese language

version of this document, the Japanese language version shall prevail unless otherwise expressly indicated.

▪ The content and information in this document may be changed or updated without notice.

Disclaimer
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