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DyDo Group Slogan

Offering delicious products
for sound mind and body
DyDo Group Philosophy

DyDo Group strives to achieve happiness and prosperity together with people
and society as a whole. To realize this, we will continue our dynamic efforts to
take on new challenges.
DyDo Group Vision

Together with customers

We are always offering high-quality products with added
surprise to deliver distinctively DyDo taste and wellness to
customers.

Together with society

We are committed to building a rich and vibrant society
through “All DyDo” product development and corporate
activities involving the entire group.
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Together with future generations

We create “DyDo standards” for future generations that go
beyond current frameworks and values.

Together with people

We uphold a tireless “DyDo challenging spirit” to bring
happiness to all people whose lives are touched by the
DyDo Group.
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Editorial Policy
This DyDo Group Holdings Integrated Report 2018 is
compiled to promote constructive dialogue between the
company and stakeholders, and to detail our Group
Philosophy and business models, ESG issues, strategies,
governance, etc., and to comprehensively detail their
interconnections.
This report refers to the Guidance for Collaborative Value
Creation, published by the Ministry of Economy, Trade and
Industry (METI), when evaluating ESG issues, from both their
inherent risks and opportunities, that are crucial to the sustainability of our business model, with a focus on the obstacles to
corporate value improvements and their counter-measures in
the medium to long term. For more details about the group’s
products, finances, CSR activities, or other information, please
visit our website.
Going forward, we will continue to
strive to provide complete disclosure
and dialogue in order to deepen our
stakeholders’ understanding of the
measures we are taking toward
sustainable growth for the group.
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How We Create Value

President

Tomiya Takamatsu

To Our Stakeholders,

Offering delicious products for sound mind
and body—as a sustainable company, this is
how we frame the contributions DyDo
provides toward the building of a rich and
vibrant society.
The roots of our group lie in a post-war business model of salesmen visiting homes and leaving medicine
on a “use first, pay later” basis. From there, we began manufacturing pharmaceuticals and energy drinks,
and then switched to our current core business of selling canned coffee from vending machines. Through
this process we have striven to achieve happiness and prosperity together with all our stakeholders, and
taken on all sorts of challenges, without fearing failure, to create value that matches the times and
environments in which we find ourselves.
In the decade prior to my becoming president in 2014, a number of sea changes in Japan had a major
effect on vending machine businesses, including the introduction of the “taspo” age verification system,
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for vending machines selling cigarettes, in 2008 and the full-scale start of fresh coffee sales at
convenience stores in 2013. Such developments turned consumers toward convenience stores, a
competing sales channel to vending machines. Although the number of vending machines had been
increasing until that time, the sales of soft drinks from vending machines started to decline. We have thus
been taking various measures to restructure our vending machine business, but it has been difficult to
avoid a sense of stagnation at the company due to uncertainty about the future of the industry. Another
major societal change in Japan was the raising of the consumption tax in April 2014, the first time in 17
years, which caused the soft drink industry to reevaluate its entire revenue model. In such times as these,
I felt it more important than ever to revise our Group Philosophy, Group Vision, and Group Slogan to share
our key values with all stakeholders so that the group could stay on track toward sustainable growth. The
DyDo Group strives to achieve happiness and prosperity together with people and society as a whole. To
realize this, we will continue our dynamic efforts to take on new challenges. This philosophy expresses our
aim to continue maintaining a spirit that has existed since the company’s founding—the idea of
harmonious coexistence and mutual prosperity—and our determination to take dynamic action to meet
the ongoing challenges of changing times. I have talked with our employees on numerous occasions to
ensure that they understand this philosophy and vision and that everyone shares the same determination.
Through efforts over the last four years, I feel that we have established a corporate culture of eager
commitment and a foundation for growth, while issues that we must tackle in order to continuously grow
have been coming to light.
Many excellent companies in Japan with a long history in business are on a path of sustained growth.
What they have in common is a shared understanding with their stakeholders based on founding
principles, plus an early awareness of environmental, social and governance (ESG) issues. Essentially,
these companies have been continuously enhancing their corporate value by working on solutions to
social issues that will take us as a society into a new age.
We have only been in business for a little more than 40 years, but I want to ensure that the group
continues to grow sustainably for another 100 years. As rapid changes in the business environment
become the norm, and while little significant growth in the vending machine business can be expected,
we see steady growth in healthcare-related markets. Healthy lifestyles are obviously a growing global
trend, and our group slogan—Offering delicious products for sound mind and body—is aimed squarely at
this trend. To sustain this offer to society, our business must provide new value to customers by
presenting solutions to social issues and by contributing toward the building of a rich and vibrant society.
Health will be the key concept that brings down barriers between our business units, from drinks and
food (dessert jellies) to pharmaceuticals. We will be obliged to combine accumulated expertise from the
existing areas of the business to build the healthcare business and develop products that inspire great
fondness for years to come. We must go beyond merely the pursuit of delicious taste to delicious taste
that contributes to daily health. This will require an investment in intangible assets, namely, our personnel
strategy, which holds the key to our future success. Let us seize this opportunity as the business climate
undergoes a major transformation, and with a group-wide focus on healthcare-related markets as a
growth area, we will create new value. I am confident that we can take on this challenge as a corporate
group and continue to provide healthy products and services as we publicly declare that we are offering
delicious products for sound mind and body.
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History of Value Creation in the DyDo Group

Pioneering the Next
Generation by Always
Taking Up New
Challenges
The DyDo Group started out in the Japanese “use first,
pay later” medicine business, which values relationships
with individual customers. From there, the group has
expanded its business by constantly taking up all sorts
of challenges, with the top priority of “striving to achieve
happiness and prosperity together.” We shifted to a
holding company structure in January 2017, and we are
accelerating steps to meet the challenge of creating
corporate value for the next generation.

● Sales Progress
Domestic Beverage Business

Food Business

Pharmaceutical-Related Business

International Beverage Business

1991

DAIDO Pharmaceutical Corporation launched a business
for contract manufacturing of pharmaceuticals and other
products in earnest

DAIDO YAKUHIN K.K. established
(now DAIDO Pharmaceutical Corporation)

1975

Founding

A new beverage sales business company,
DAIDO K.K., established

Vending machines spread across Japan

1947 1956
5

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995
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Adhering to a Mindset of Always
Considering the Customer
A spirit of striving to achieve happiness and prosperity together,
passed down from our founding business

The history of the DyDo Group began when our founder took
up the “use first, pay later” medicine business as a personal
business after World War II. This business is called okigusuri,
and was a medicine sales system unique to Japan, in use for
more than 300 years. With this system, medicine boxes were
placed in each home. Customers used remedies such as cold
medicine and stomach medicine when needed, and payment
was collected later. This system can be regarded as the
forerunner of today’s vending machine business, where a
vending machine is first installed at a location where it is
needed, and a variety of products are provided, so that
customers can buy them any time, when needed. Due to the
nature of the business, our founder visited each home, kept
detailed records of information such as customer names and
the brands and amount used of each medicine, and on that
basis grew the business by proposing health management to
address the unique perspective of each home. This was the
origin of the DyDo Group’s approach of making suggestions
tailored to each customer by making the best use of sales data.
With the growth of this “use first, pay later” medicine
business, the company was incorporated. DAIDO YAKUHIN
K.K. (today’s DAIDO Pharmaceutical Corporation) was
established, and after obtaining licensing for manufacturing
and sales of pharmaceuticals two years later, we built a new
plant. We first manufactured ampules (liquid medication sealed
in a small glass container), and then moved on to
manufacturing today’s drinkable preparations with caps.
On the other hand, sales channels for the “use first, pay later”
medicine business broadened from homes to offices, and as
sales grew with demand for drinkable preparations, Japan
entered a period of high economic growth.

Founder
Tomio Takamatsu

Medicine box

2017
2016
2015
2013

How We Create Value

1940s

Drinkable preparations at the time

Transitioned to a holding company structure, start of DyDo Group Holdings, Inc.

Expanded into Turkey through capital participation in local companies

Expanded into Malaysia through capital participation in local companies
(billion yen)
200

Expanded into Russia with the establishment of a subsidiary

2012

172.6

Tarami Corporation joined the DyDo Group

150

100

50

1996 1997 1998 1999

2000 2001 2002 2003 2004 2005 2006

2007

2008

2009 2010 2011 2012 2013 2014 2015 2016

2017

0

*Up to and including FY2015, Russian and Chinese sales were included in Domestic Beverage Business sales
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Growing Dramatically by Grasping the
Needs of the Times
1970s

Vending machines became our core business

During Japan’s period of high economic growth, our group also
achieved major growth. Driving this were sales of drinkable
preparations and beverages, primarily canned coffee, which is
currently the mainstay product of our group.
With the sudden increase in automobile traffic, in addition to the
offices of companies which were previously customers for our “use
first, pay later” medicine business, we expanded our focus at first to
truck drivers as a new customer segment, due to their pressing
need to stay awake while driving, and began sales of drinkable
preparations by installing showcases at parking facilities along
national highways.
After that, we turned to canned coffee, a new product on the
scene expected to have the same effects, and made an early
decision to enter the field, launching a beverage sales business
selling coffee as a new business of DAIDO Pharmaceutical
Corporation.
At the time, we had almost no ready know-how regarding
manufacturing of canned coffee or soft drinks, and it was a major
challenge to take up the manufacturing and sale of canned coffee.
In all processes, such as selection of ingredients used and
examination of manufacturing methods, we were in a situation
where nothing could be achieved without the cooperation of
outside manufacturing plants and producers of ingredients and
materials. This led us to opt for joint development with affiliated
manufacturers. The taste of canned coffee changes if the water or
manufacturing environment is different, even if the blend of beans is
the same. We repeated a process of trial and error together with
affiliated manufacturers by, for example, changing the degree of
roasting and extraction temperature at each plant, and as a result,
we finally achieved a product we could be proud of, one that would
meet customer needs. This was the birth of DyDo Jamaican Blend
Coffee in 1973. At the time, 250g cans were the mainstream, but
we were convinced that our product, which pursued “genuine

delicious taste” could deliver fully satisfying quality and taste in a
smaller volume, and it was decided to sell coffee in 190g short
cans.
After the launch, sales steadily grew, and canned coffee sales
became our second mainstay. Seizing that opportunity, a new
beverage sales business company, DAIDO K.K., was established in
1975. With the founding of this beverage company, DyDo Jamaican
Blend Coffee evolved into DyDo Blend Coffee, and even today its
legacy continues as the flagship product of our group. We are
committed to never using flavoring agents in our coffee, and it has
attracted tremendous support from customers due to its
understanding of their needs.
At the same time, vending machines enabling simultaneous sales
of both hot and cold canned drinks appeared. Our group foresaw
that this would be an effective sales tool for canned coffee, which
customers want to drink hot or cold, depending on their taste, and
we replaced our previous showcases with vending machines, and
entered in earnest into the vending machine business.
In order to expand sales channels and meet dramatically growing
demand amidst the explosive dissemination of vending machines in
Japan, our group developed its regionally-based sales activities and
promoted the expansion of its vending machines with a network of
companies in regions throughout Japan. We then organized the
special operators throughout Japan who handle our products as
the DyDo Vending Partner Association (“Kyoeikai”), promoting the
sharing of vending machine deployment methods and operational
know-how, and establishing an organized sales structure.
By taking up challenges which respond to current trends and
cooperating with companies in each region, we can provide an
operation system boasting the highest quality in the industry and a
nationwide network of approximately 280,000 vending machines.
For details on the business model, see P 19 P 20 P 21

1973

1975

Present

DyDo Jamaican
Blend Coffee
goes on sale

DyDo Blend Coffee
goes on sale

Diversification of products
to meet customers’
diversifying tastes

1977
1973
Sales begin through
countertop vending
machines
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Appearance and
dramatic spread of
vending machines
that can both heat
and refrigerate

1990s

Present

Acceleration of eco-friendly
low-energy measures for
vending machines

Promoting installation of
IoT-enabled vending
machines

The DyDo Group began with the “use first, pay later”
medicine business and shifted to the vending machine
business which is our current core business. At first glance,
our growth may appear to be a history of changes in
business category. However, our group has consistently
worked to develop a sales network through which we can
provide the products customers need based on the
location. Generally speaking, manufacturers develop their
own products and seek out sales channels to sell them,
but our group has gone a different way, striving to achieve
happiness and prosperity together with our customers. We
see vending machines as our retail outlets and as our point
of contact with customers, and to serve those functions,
they must be places that motivate the customer to want to
visit again. This idea is what has led to our group’s unique
position in the industry.
There are a number of important elements for making
the vending machines which are our retail outlets more
attractive. First is the vending machine installation location.
We recommend installation at locations enabling easy use
by customers at any time, and we have built a vending

machine network currently composed of approximately
280,000 machines nationwide.
Next, to pursue attractiveness as retail outlets, we have
strengthened vending machine features, e.g., a talking
feature for delivering fun to the customer, a roulette feature
for winning an extra drink from the vending machine for
free, energy-saving functions to protect the environment,
and universal design to enable easy use by all customers.
Boosting customer satisfaction with the delivered
product is also an important role of these machines that
serve as our retail outlets. For that reason, we are
committed to making our flagship coffee drinks without the
use of any flavoring agents, and we aim to provide
“genuine delicious taste” to our customers. By maintaining
retail outlets with a fresh and neat profile, and conducting
operations which tailor product offerings to suit the season
and location, we work to ensure that customers can use
our vending machines at any time, pleasantly, easily, and
with reasonable pricing.
In this way, we constantly pursue customer satisfaction,
and for all of the elements of our retail outlets—vending
machines, products, services, and location—we ensure
that our retail outlets motivate the customer to want to
come and purchase again, and we thereby burnish the
value of our business.

Providing products with
high customer satisfaction

Making vending machines that are
appealing as retail outlets

Pursuing “genuine delicious taste” by
never using flavoring agents in our
flagship coffee drinks

• IoT-enabled features
• Talking feature
• Roulette feature for winning a
free product
• Universal design
• Energy-saving
features

Working to improve service
as a retail outlet

How We Create Value

As Retail Outlets Always Near to
the Customer

Four
Commitments to
the Vending
Machines that are
Our Retail Outlets

A product lineup
that appeals to the
diverse tastes of our
customers

Improving convenience
as a retail outlet
Installing at locations that can be easily
used by the customer at any time

• Tailoring products to suit
the season and location
• Maintaining a fresh and
neat impression

No. of vending
machines in Japan

Approx.

280,000

DyDo Group Holdings Integrated Report 2018
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Company Line Changes for Greater Growth
1990s

DAIDO Pharmaceutical Corporation becomes a specialist contract
manufacturer of drinkable preparations

Alongside the large growth achieved by DyDo DRINCO, the
founding business DAIDO Pharmaceutical Corporation also
greatly changed the business model with which it operates. To
make use of the efficiency increases of our production lines, in
addition to producing our own drinkable preparations we also
gradually started accepting contract manufacturing of other
companies’ products. In the midst of the functional drink
boom, and the resulting increase in production, in 1992 we
moved to our newly established factory in the city of Katsuragi,
Nara Prefecture. With this change, we both transitioned from
manufacturing our own brand of drinkable preparations, to a
specialist contract manufacturer of other, primarily pharmaceutical, companies’ drinkable preparations; and accelerated
steps to meet challenges aimed at further growth.
Using the expertise we had accrued in the development and
manufacturing of our own products, we were able to skillfully
respond to changes in the industry while steadily building a
record of results as a contract manufacturer. An even greater
leap forward came courtesy of reforms to the Pharmaceutical
Affairs Law in 1999. The softening of regulations meant that
some drinkable preparations that were deemed quasi-drugs,
with only a mild medicinal effect, that could previously only be

sold at pharmacies, were permitted to be sold at convenience
stores or through vending machines. In the same year, we
started operations at our Plant 2 with an assembly
predominantly geared toward the manufacture of 100 ml drinks
preparations, and put in place a system to accept orders from
a major company whose products were popular at retailers
such as convenience stores and pharmacy chains. In the
following year, we started sales of our nutritional drinks through
DyDo DRINCO vending machines, and expanded our sales
avenues.
In the 2000s, beauty drinks (collagen drinks) aimed at
women appeared, and started a boom for the drinks, during
which DAIDO Pharmaceutical Corporation’s dealings with
cosmetics companies increased. Thanks to participation in
various different industries’ drinkable preparations markets,
and as a partner company with innovative suggestions and
product development, and an excellent quality assurance
system cultivated by contract manufacturing for numerous
pharmaceutical companies, we became established as a
leading Japanese contract manufacturer in the current
industry.
For details on the business model, see PP 23

Strengthening Our Group’s Capabilities,
and Making Even Greater Strides
2012

Brought Tarami, number one in market share for fruit dessert jellies,
under our banner

In 2012, with the aim of creating a new source of profits, we
acquired all of the shares of Tarami, a company with
outstanding name recognition and overwhelming brand
strength in the fruit dessert jelly market, and the company was
made into a consolidated subsidiary.
Tarami continues to provide products which generate
surprise and wonder in response to the multifaceted needs of
customers, thereby ensuring that its position at the top of the
industry is solid, developing and strengthening jelly with the
goal of long-term growth.
For details on the business model, see P 24
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“Fruits Healthy”
Konnyaku Mandarin Orange

“TOROKERU AJIWAI”
Mandarin Orange Gelee

To the Next Stage of Growth
2013

Accelerated international expansion; striving for dramatic top line growth
How We Create Value

The foundation of our group’s business has been selling
canned coffee through vending machines in Japan, but we are
accelerating international expansion with the aim of achieving
dramatic top line growth. By making use of know-how
cultivated in Japan, we are expanding our field of business to
the world, using methods suited to the characteristics of each
country and region.
In 2013, we established a wholly-owned subsidiary, DyDo
DRINCO RUS, LLC, in the Moscow market as among
economically advanced countries, Russia had the lowest rate
of vending machine dissemination and strong potential for
future growth. We are striving to expand the vending machine
business that we have developed in Japan into Moscow,
actively promoting the installation of vending machines in
cooperation with local partners, and taking up the challenge of
achieving greater penetration in the Russian market.
In addition, we entered the Malaysian market in December
2015 and the Turkish market in February 2016, thereby
obtaining East and West strategic bases in the Sharia
law-observing Islamic world, which is expected to show further
economic growth in the future.

Through a joint venture with the Malaysian company
Mamee-Double Decker (M) Sdn. Bhd., which has the top share
of foods such as snacks and instant noodles, we entered the
Malaysian soft drinks market and are accelerating the
development of new, high-quality products that cater to the
Malaysian health trend by utilizing DyDo in Japan’s product
development expertise.
In Turkey, we acquired shares in the soft drinks department
of Yildiz Holdings A. Ş., which has Turkey’s biggest confectionery manufacturers under its umbrella, which allowed us to
enter the Turkish market, where a rapidly increasing population
has led to predictions of a growing soft drinks market. Since
that acquisition, alongside steady putting in place of our
foundation business, we have been promoting acquisition as a
central pillar of our international business such as through
acquiring manufacturing companies that produce mineral
water, for which demand has increased dramatically, in
December 2017.
In future, through utilizing our strategic bases in locations
such as Turkey, Malaysia, Russia, and China, we will make
huge leaps in growth a reality, reforming them such that their
profits benefit the DyDo Group.
For details on the Turkish business model, see P 22

● International Beverage Businesses Capital Organization
Manufacturing companies

Sales and marketing companies

• Malaysia

Manufactured items

*Figures show percentage of shares and voting rights owned

• Turkey

DyDo Group
Holdings

Mamee-Double
Decker (M)

DyDo Group
Holdings

Yildiz Holdings

90%
51%

49%

DyDo Mamee
Distribution

49%

51%

MDD Beverage

Della Gida

80%
Newly
acquired in
December
2017

Mavidağ

mineral water
fruit juice
carbonated drinks

100%
DyDo DRINCO
Turkey

10%
Bahar Su
sparkling
mineral water

Ilk Mevsim
fruit juice

Drinks Sales Department
separated in February 2016

mineral water

2017

Transition to a holding company structure

In January 2017, we transitioned to a holding company
structure. Our objectives were to bolster the group’s
management system through stronger governance, develop
an organizational structure which can nimbly respond to
investment in new business areas, and strengthen and nurture
our International Beverage Business by exhibiting synergy with

our Domestic Beverage Business. This was the beginning of
DyDo Group Holdings.
This transition to a holding company structure is positioned
as the first step toward dramatic growth in the future, and the
DyDo Group continues to meet the challenge of creating
corporate value for the next generation.

DyDo Group Holdings Integrated Report 2018
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Growth Strategy
Raising Corporate Value through Responding to ESG Issues
“Offering delicious products for sound mind and body.” To be able to do that in a sustainable manner, the DyDo Group will respond
to both the risks and opportunities of ESG issues resulting from changes in the external environment. By striving to solve societal
problems through our business, we aim to contribute to the creation of a rich and vibrant society and to improve our corporate value.

Growth in the
healthcare-related
market, which is our
target market

Expanding businesses that can take advantage of opportunities

Strategic
business
investment

Working to increase
cash flow on an
ongoing basis by
reforming the vending
machine business
model

Opportunities

Changes in the external
environment
Important issues the group
needs to address
• Changes in the
demographics of Japan’s
population

Reducing costs while
considering the
environment, and
raising value through
ideas and technology

＋

• Rising healthy lifespan
• Major trend toward interest
in health worldwide

Risks

Countermeasures

Food

Loss of core vending
machine users
Inadequate labor
population

Beverages

Pharmaceuticals

Accumulating invisible

Making swift and bold decision-making

Group Philosophy
11
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Cultivating a corporate culture
that embraces challenges

Creating new markets by
establishing operations in
the healthcare domain that
utilize each of the
businesses

Breaking out of the existing framework of
beverages, food products and
pharmaceuticals, and “offering delicious
products for sound mind and body” as a
corporate group, we will contribute to the
creation of a rich and vibrant
society

Beverages
Strategy for Creating Corporate Value

Healthcare
market
Life
sciences
field

Food

Pharmaceuticals

• Entry into the orphan drug business

Group strengths
• Technologies for creating authentic flavor
• High quality rooted in pharmaceuticals
• Unique product development capabilities
assets by investing in our workforce

possible through continuous improvements to the corporate governance system

Embracing the customer’s perspective (striving to achieve
happiness and prosperity together with people and society)

DyDo Group Holdings Integrated Report 2018
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Message from the President —Progress in the Mid-term Business Plan and Future Growth Strategy—

Creating Businesses Based on the Strong Intentions
Contained in the Group Philosophy and Vision
Formulating the Group’s Philosophy and
Vision Since My Appointment
Our core vending machine business was built up over
decades, in parallel with Japan’s high economic growth; it
established a revenue structure that generated a steady
cash flow. However, since 2000, the vending machine soft
drink market has been close to saturation. Faced with low
potential growth in that area of business, the group began
preparing for major changes. To achieve sustainable
growth, I believe we must value the company’s founding
spirit of striving to achieve happiness and prosperity
together; we also need to take dynamic action to meet
ongoing challenges. With that in mind, when I became
president in 2014, I worked to clarify and formulate our
Group Philosophy and Group Vision.

Creating a System to Spread the Group
Philosophy and Vision
I say that leadership starts with intention. When you have a
specific intention—“This is what I want to accomplish”—it is
then vital to get everyone on the same page. To do that, to
spread the intention at the heart of the Group Philosophy
and Group Vision, you need to work alongside employees

to turn that intention into action. And that is what I did. In
the 12 months after becoming president, I visited all 116 of
our business sites in Japan and talked with employees
about the Group Philosophy and Group Vision—so that
they could better understand how we came to establish
them and their own roles and objectives. I talked many
times about how to overcome obstacles and reach the
goals set forth in our philosophy and vision; I also discussed
the role of each business site and its efforts going forward.
My visits around Japan over the one-year period were a
good start in disseminating the Group Philosophy and
Group Vision, but I knew then that ongoing activities would
be important in furthering this effort, in my second year and
beyond.
DyDo Offsite Meetings began in my second year as
president. They involve setting up meetings that I attend,
outside of the business premises, at which examples like
successful and unsuccessful employee workplace actions
aimed at giving form to the Group Philosophy and Group
Vision are shared. At the meetings we also share past lessons
learned and goals for the future. By evaluating current
initiatives and sharing information about the issues being
faced, I feel that we have begun to use the Group Philosophy
and Group Vision as the measure for making judgements and
taking action in everyone’s respective spheres.

● Making a Group Philosophy and Vision that Leads to Sustainable Growth a Reality

13

Since March 2014

Since 2015

Understanding

Implementation

Establishment of the
Group Philosophy and Vision

Employee challenges based on
the Group Philosophy

Initiatives

Initiatives

• Implementation of management
policy briefings aimed at all
employees
• Having top management visit
workplaces (dialogue with
employees)
• Publishing of internal newsletter

• Implementation of a system to
encourage employees to take on
challenges
• Application of employee
performance evaluations
• Implementation of periodic
exchanges of opinion between
employees and management

DyDo Group Holdings Integrated Report 2018

Improvement of
DyDo’s corporate value
as a result of the Group
Vision

Hiring Diverse Talent to Energize Human
Resources
Energizing our employees is another area I have been
working on as we get people to better grasp the Group
Philosophy. Because our business expansion has to date
been dependent on the advancement of the vending
machine business, we have tended to focus on the human
resources we have built up in that area. But major changes
have been taking place in the business environment, and I
believe we need more diverse personnel to be able to
handle such changes. We have been actively seeking to

Strategy for Creating Corporate Value

Because of the work we’ve done in promoting our
philosophy and vision, I am hearing more often about
employees being proactive in taking on challenges. We
have been developing a spirit of eager commitment, and I
want to see that spirit take root even more firmly. That will
require a corporate culture that values every person’s effort
to take on challenges and spread that enthusiasm with
everyone around them. The DyDo Challenge Award system
was set up to encourage people to take on challenges
without fear of failure and present their results to others in
the company and outside it and, by so doing, encourage
others to do the same. This, I believe, will bring about
sustained growth for the group. In FY2017, the first year of
the Awards, there were 65 entries, proof of our success in
encouraging self-motivated, proactive efforts. Using this
initiative as an opportunity, we are engaging in activities to
spread the Group Philosophy and Vision in order to
accelerate employee take-up of challenges.

recruit outside talent, particularly with expertise in
marketing and areas of business outside Japan. Initially,
differences of opinion led to confusion or sometimes
discord, but gradually the fresh views from outside began
to mesh with the experience that had been gained over
time. Understanding of the Group Philosophy and Group
Vision has also grown, and a good chemistry has
developed.

● Creating a System to Support Employee Initiatives
2015

Tackling the Big Four
Challenges Together
Supporting employee challenges
Initiatives

40th anniversary project
Employees proposed ideas they
wanted to see made a reality, then
worked to put them into practice
Implemented ideas (selection)

• Vending machines that have talking
features in 4 different languages, to
target foreign visitors to Japan
• Rental umbrellas

2016

2017

Challenge Report Meeting

DyDo Challenge Award

Recognition of employee challenges

(1) Commending employee
challenges
(2) Making employee ideas a reality

Initiatives

The best challenges (initiatives) of the
preceding year were chosen from
each division. The results of the
challenges were then shared and
recognized at a report meeting
Implemented ideas (selection)

• Marketing with the “neuro
investigation” concept
• Entry into the health supplement
server business (which led to
investment in the health server
business)

Initiatives

(1) DyDo Challenge Award
An award to recognize challenges
implemented over the preceding year
that have contributed to improved
corporate value
(2) DyDo Challenge Idea Award
An award presented to ideas,
submitted by employees, that have
been chosen to be implemented
during or after the next fiscal year

DyDo Group Holdings Integrated Report 2018

14

Strategy for Creating Corporate Value

Progress with the Mid-term Business Plan
and Growth Outlook
These efforts have begun to gradually show positive results
over the last four years within the context of our five-year
mid-term business plan, the last year of which is FY2018,
“Challenge the Next Stage,” which was put in place at the
● Mid-term Business Plan “Challenge the Next Stage”
New fields

Development of new food- and
health-related business
Optimized business results /
Improved productivity

Challenge to
establish new
business
foundations

(Generate stable cash flow)

Existing fields

Challenge to
grow existing
businesses

PharmaceuticalRelated
Business

Challenge to
enhance
product strength

Domestic
Beverage
Business

Food
Business

Challenge to
expand
overseas
businesses

Achievement of products that
only the DyDo Group can create
Domestic

Four Challenges and Business Strategies
Challenge to grow existing businesses
Work to increase cash flows on an ongoing basis
by reforming the vending machine business model

same time as the Group Philosophy and Vision. On the
other hand, other issues have also come to light that may
hamper growth.
The key to growth for us is to build a business model for
our Domestic Beverage Business that generates cash
steadily and continuously, even under difficult business
conditions, and to use that cash to incubate the next
mainstay of growth. Efforts being taken
now to reduce fixed costs in vending
machines in the Domestic Beverage
FY2018
Business will improve profitability by 2020,
Net sales:
but we need to rebuild our business
200 billion yen
portfolio before then. Due to the aging of
Operating margin:
Japanese society and longer lifespans,
4.0%
there is concern that we will lose the core
user segment while the healthcare-related
market is growing steadily. Rising
awareness of health is becoming a global
trend. That leads me to believe that the
Market
expansion
next growth area for the DyDo Group is in
through
overseas
the healthcare-related market.
business
To the knowledge regarding health and
development
taste, and the manufacturing capabilities
the group has acquired over time, we will
add outside knowledge and R&D
capabilities, extending beyond the existing
Overseas

Results up to FY2017
• We reformed the fixed cost structure in the vending machine channel
• We lessened the environmental impact of vending machines, alongside
cost reduction
• We continued our planned expansion of IoT-enabled vending machines

P 25 P 26

Challenge to enhance product strength
Enhance the DyDo Blend brand and strive to
make it the leading brand in its market segment

• We increased customer purchase intention toward the DyDo Blend brand
and extended the number of points of contact with customers
• We improved the market position of the “Supervised by the World’s Top
Barista*” and “Calorie Limit for the Mature Aged” tea series
*Pete Licata, 14th World Barista Championship winner

Challenge to expand overseas businesses
Achieve dramatic, top-line growth by accelerating
the development of our overseas businesses

Challenge to establish new business foundations
Establish new profit centers through an M&A strategy
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• We acquired strategic bases in the Sharia law-observing Islamic world
(Turkey and Malaysia)
• We undertook initiatives to strengthen the value chain and rebuild our
business model in Turkey

P 31 P 32

• We put in place structures capable of dealing with expanding business
domains in an agile manner
• We narrowed down our focus in the healthcare domain, for example in the
life sciences, and recruited specialized staff

framework of drinks, foods, and pharmaceuticals to
supplying value in the areas of treatment of disease at the
pre-symptomatic stage and its prevention. We have thus
made the decision to fully enter the orphan drug business in
July 2019, adding a new business domain to our existing
life science field, which will help resolve an important issue
in Japanese society. By advancing this initiative, we can
construct a pillar of major growth within the expanding
healthcare-related market to improve corporate value over
the medium to long term.

149,856

Customer care cycle
Health

Prevention

Pre-symptomatic
decline in health

Treatment

Recuperation
and care

Ordinary beverages
and food products

Health food
products

Ordinary
drugs

Treatment
pharmaceuticals

Nursing care
beverages and
food products

Future activity domain
Life sciences domain

171,401

172,684

175,220 (Forecast)

120,000

A workforce that helps create
cash flows from
existing businesses

A diverse workforce
that innovates

A workforce with
specialized knowledge, skills,
and expertise

Strategy for Creating Corporate Value

149,526

We will give shape to our corporate philosophy of achieving
happiness and prosperity together with people and society by
becoming an essential partner to customers in treatment,
signaling our move deeper into the care cycle

*Investment target:
Taiwan TCI

● Consolidated Net Sales
(million yen)
180,000

● Image of Business Domains and Workforce Investment in
the Future

Workforce investment as the source of competitiveness

60,000
0

2014

2015

2016

2017

2018

(FY)

● Consolidated Operating Profit
(million yen)
6,000

5,174

4,988

4,891

5,740 (Forecast)

3,857

4,000
2,000
0

2014

2015

2016

2017

2018

(FY)

Strategic Investment in Invisible Assets
An important key to carrying out this plan will be our
investment in invisible assets, namely, our personnel
strategy. In order to raise the overall strength of the
organization by drawing out the full potential of every
employee and eliciting their best performance at all times,
we need to ensure that our employees lead rewarding lives.
We will build a workplace environment and put in place

Obstacles to Sustainable Growth

Making our Vision a Reality through Tackling Issues

• Dealing with declining sales per vending machine
• Promoting installation of vending machines in offices and
other spaces
• Optimizing product lines for different sales channels
• Expanding the number of“DyDo Smile STAND” users

Together with society
• Transforming vending machines into social infrastructure
• Creating new added value for vending machines
• Pursuing sustainability with a vending machine business that takes
into consideration people, society, and the environment

• Dealing with the diversification of customer values and
consumption behavior
• Dealing with the diversification of customers’ needs with
regard to delicious flavor and health
• Developing products that earn customers’ empathy

Together with customers
• Recruiting, retaining, and developing the careers of a diverse
workforce of employees capable of innovating
• Integrating outside knowledge and R&D capability (open innovation)

• Reforming our business in Malaysia, Russia, and China
• Strengthening and expanding product lines that
accommodate growing interest in health worldwide

Together with future generations
• Developing high-quality products that combine Japanese and local
expertise
• Creating a “DyDo Standard” that transcends conventional
frameworks

• Acquiring specialized staff, knowledge, expertise, and
technology related to health and pharmaceuticals
• Pioneering new markets to accommodate the increase in
healthy lifespan

Together with people
• Resolving social issues by providing value through pharmaceuticals
• Offering delicious products for sound mind and body in a way that
goes beyond the boundaries of beverages, foods, and
pharmaceuticals

DyDo Group Holdings Integrated Report 2018
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systems that will allow a range of working styles, thereby
accommodating ever-diversifying career and life plans.
Building an environment that brings out people’s best in
both their work and home lives also involves expanding the
opportunities for improving individual skills and knowledge,
and raising standards by providing education, training, and
support for continuing study.
Individual effort is also vital for achieving personal and
professional growth. In leadership training for young people
and through the company’s intranet, I am always talking to
employees regarding the need to set a strong intention
about one’s own future, and to value learning and health. To
adapt in times of rapid change, I try to emphasize the
importance of holding firm to a vision of one’s future on the
personal level, and of continuing to study and improve
one’s knowledge and skills without becoming complacent
about one’s current situation. Also, because maintaining
good health and one’s vitality leads to good work, I want
people to thoroughly reassess their lifestyles.
The ideal employee, to me, is the person who puts their
best foot forward, both on the job and in their private lives.
Such employees will create sustained growth for the group.
I will continue to expand our systems and raise awareness
toward these issues, and strive to build strong human
resources at the DyDo Group, which I wish to see remain
robust and continue to grow, driven by the energy of all of
our employees.

● Personnel Strategies toward Making Our Vision a Reality

People are the source of DyDo’s success,
enabling us to realize sustainable growth
Individuals
Heighten
knowledge
and skills
Raise
productivity
Improve
quality of life

Company
A human resources
image to aspire to

People that give
their work their all
People who also give
their home lives their best
People who study and look after
their health to create the best
possible working conditions

Training
support
Reform of
systems and
structures
Support
good health,
etc.

An employee system where everyone is active,
and where every individual can demonstrate
their full potential
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Continuous Improvements in Corporate
Governance
To achieve sustainable growth and improve our corporate
value over the medium to long term in a rapidly changing
business environment will require working with all of the
stakeholders in our businesses and will involve major
changes to the group’s business model that go beyond the
current frameworks and values. That will require daring
corporate measures that allow for swift and bold
decision-making from a medium- to long-term perspective.
I am aware that there are also calls for further transparency
and fairness in the processes of reviewing measures and
making decisions. In line with that thinking, I am positioning
the strengthening of our corporate governance system as
our top management priority, along with the effort to make
continuous improvements to the system.
When I became president in 2014, I welcomed onto the
Board two independent outside directors and created a
system for utilizing outside expertise in management.
Because there is a need to give outside directors more
rigorous explanations, we have reached a higher level of
awareness than ever. Also, I feel that we have received
valuable advice from the directors, who draw upon a wide
range of expertise. In 2015, with the enactment of our Basic
Approach to Corporate Governance, we implemented
various reforms, including revising the scope of authority
and duties of directors, shortening their terms, establishing
a basic policy on corporate governance, and introducing a
performance-based incentive system.
In 2017, we switched to a holding company structure to
govern the group’s expanding businesses with greater
transparency. The new structure is aimed at strengthening
corporate governance, clarifying the responsibilities and
authorities of each business, responding to the growing
importance of our International Beverage Businesses, and
establishing a system to bring International Beverage
Subsidiaries under the direct control of the holding
company. We also set up a corporate structure that has the
agility needed to carry out our M&A strategy, namely to
effectively utilize the retained profits we have built up to get
involved in new business domains with high profitability and
growth potential, such as the healthcare-related domain.
The switch to a holding company structure has
precipitated a significant shift in the discussions held by the
Board of Directors. Where before the changeover, DyDo
DRINCO’s Board of Directors acted as the parent company
of the group and was responsible for its capabilities, they

Our Capital Policy
The DyDo Group stands at a significant juncture, but my
goal is to ensure that we can set the company moving
forward into the next generation and generations to come
after them. Such an undertaking will require not that we
maintain the status quo, but that we take on new
challenges. Considering that Japanese people’s average
lifespan is increasing and people are concerned with
staying healthy into their later years, I would like to nurture
business related to healthcare into a major source of
revenue in the future. By reaching beyond our existing

business framework of drinks, food, and pharmaceuticals I
aim to improve our corporate value over the medium to
long term.
To turn this strategy into a reality, the group needs to
invest further in growth. We will prioritize the application of
internal reserves in strategic business investments that lead
to a sustainable growth in profits and improved capital
efficiency, aiming to increase dividends in the medium term
by further improving profitability and achieving sustainable
growth in profit.

Obstacles to Growth in Corporate Value
Strategy for Creating Corporate Value

can now have in-depth discussions that focus on the
Domestic Beverage Business. On the other hand, the DyDo
Group Holdings’ Board of Directors has assigned authority
to each group company, which has resulted in more
targeted discussions there too. There is also depth, but
now I feel there is greater perspective and speed, too. With
the holding company having direct control over
International Beverage Subsidiaries, the discussions are
showing increased regard to monitoring and our direction
moving forward. It has become possible to pursue more
in-depth study on our involvement in domains that will
prepare us as we aim for future growth through acquisitions
in the healthcare domain. The Board of Directors has come
to have a more realistic vision of the future. Another positive
change is that we have been able to gain sufficient time for
reports to be prepared for the Board regarding institutional
investors’ and the stock market’s evaluations, requests and
concerns, which can be used to make management
reforms of our company. In addition, we have been working
to speed up the process of providing outside directors with
more comprehensive information. While some issues
remain, the system now brings constructive views to light
from many standpoints, beyond what existed before, and
this has led to deeper, more fruitful discussions.
Going forward, we will be treating the sustainability of the
vending machine business model as a key issue,
particularly with regard to how we can adapt to a changing
business climate in vending machine business. We will take
an even more in-depth look at the group’s overall business
portfolio and how we should evolve in the long term as we
strive for sustainable growth into the future. We aim to
shape the key direction of our business strategy through a
continued sharing of informed opinions, based on a shared
awareness of improving capital efficiency.

The “Challenge the Next Stage” mid-term business plan, of
which FY2018 is the final year, is a milestone on our way to
making sustainable growth a reality. While at present, we
have been paying attention to building the foundations for
future growth so it hasn’t resulted in profitability or efficiency
that exceeds the capital costs, we will promote new
management strategies and goals and investigations such
as into key performance indicators (KPI) in order to increase
corporate value over the medium to long term.

FY2017
results

Issues & Counter-measures

1.5%

• Continuing expansion of the Domestic
Beverage Business cash flow
• Improvement of operating margin in each
business segment
• Strengthening and expansion of the group’s
portfolio of businesses
• Building a pillar of profitability in the
healthcare-related market

1.0x

• Improve asset efficiency through valid,
strategic business investment
• Improve the sustainability of our asset
turnover ratio of the Domestic Beverage
Business through expanding sales and
reducing vending machine assets

1.9x

• Taking the balance between financial
soundness, growth investment, and
shareholder returns into consideration as
we manage our balance sheets

Profitability
Net profit margin

Asset
efficiency
Total asset
turnover

Financial
leverage
Totals assets/
Owned equity

● Status of Free Cash Flow

Cash flows from
operating activities (a)
Purchase of property,
plant and equipment
and intangible assets (b)
Free cash flow (a-b)

Millions of yen

FY2014

FY2015

FY2016

FY2017

13,959

14,603

15,309

14,308

-10,424

-9,797

-8,447

-8,913

3,535

4,806

6,862

5,395
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Value Creation Business Models of the DyDo Group
Domestic Beverage Business
Breakdown of net sales

Net sales
(million yen)
150,000
120,000

Operating profit
(million yen)
8,000

127,070
124,597 124,192 128,278 126,712 (Forecast)

5,542

6,000

90,000

73.4%

6,700
(Forecast)

4,000

3,839

3,745

3,958

2014

2015

2016

60,000
2,000

30,000
0

2014

2015

2016

2018 (FY)

2017

0

2017

2018 (FY)

*Breakdown of net sales to external customers
*Both net sales and operating profit include transactions between segments

DyDo DRINCO, the core company of our group, is in charge of our Domestic Beverage Business. By outsourcing production and
logistics to cooperating companies, we have established a unique business model where we focus management resources onto
product development and the development and operation of the vending machines which are our core sales channel, and in this way
achieve stable, efficient business management.

Value Chain
Planning and
development

Production

Logistics

Operations
High-quality operation

Logistics efficiencies

Outsourcing

Planning and
development
Raw
materials/
Materials

Our unique
vending
machines

Affiliated
production plants

Commercialization

Diverse products

Beverage production

Vending machine
manufacturers
Vending machine
production

Sales

Outsourcing

Vending machines

DyDo Group
nationwide sales
bases,
“Kyoeikai”*

Distribution
centers

Number of vending
machines in Japan
approx.

280,000

Convenience stores,
merchandisers
and retailers

Feedback of consumer needs
DyDo Online Shop

Management resources are focused on the operation of vending machines
and product development, both of which are contact points with customers.

Stable Business Results Secured through
Vending Machine Coffee Drinks Sales
Vending machines are DyDo DRINCO’s leading sales channel
and account for more than 80% of our domestic beverage net
sales. Since they have comparatively good price stability and
steady sales, we can keep sales stable. By product, coffee
drinks are highly profitable within the beverage category and
account for more than 50% of net sales. Our business strategy
is to focus on selling highly profitable coffee drinks via vending
machines with reliable price and sales stability to secure steady
business results.
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*DyDo special operators
(vending machine operators that handle our products)

● Ratio of Domestic Beverage Sales (FY2017)

Coffee
beverages

Vending
machines

56.3%

83.1%

Overall industry figure

Overall industry figure

Coffee beverages

Vending machines

Approx. 20%

Approx. 30%

*Compiled by DyDo Group

*Compiled by DyDo Group

A Solid Financial Base Thanks to Fabless
Management
In terms of funding, products are purchased on credit from
affiliated production plants, and sales are primarily collected in
cash from vending machines. Therefore the revenue/expenditure gap is always small, and we generate a stable cash flow. It
is this solid financial base that is the strength of DyDo DRINCO,
and the driving force underlying our promotion of aggressive
management, and realization of new growth by our group.

● Cash-in First Business Model
Resupplying
products

Procurement

Affiliated
production
plants

Purchase
on credit

Strategy for Creating Corporate Value

DyDo DRINCO does not have its own production sites; instead
we have a strong relationship with our affiliated production
plants.
Product logistics is also outsourced to cooperating
companies all across Japan. This business strategy enables us
to reduce large capital investment risks, or similar, and logistics
costs. This approach also realizes efficient allocation of
operating resources as well as concentrating our investments
into product development and vending machine operations.
We strive to develop products with high added value that other
companies are unable to offer, and operate our vending
machines more in line with customer needs.
Also, one reason why vending machines are attractive is the
extensive lineup of products, but to manufacture all of those
product types in-house would require major capital investment,
on top of other additional costs relating to the logistics of
placing products in our nationwide network of vending
machines. A high percentage of our company’s sales is due to
vending machines, and for us, it is an extremely rational choice
to adopt the fabless approach where we break up the
manufacturing process into parts and outsource them to
affiliated production plants throughout Japan.

Cash
collection Vending
of sales machines

Revenue/expenditure gap is always small,
so cash flow is stable

Number One Operational Structure
At DyDo DRINCO, we have built a solid sales system through
our group’s sales companies and our “Kyoeikai” (vending
machine operators that handle our products). Based on the
results of analysis using the vast amount of sales data
accumulated by our company, we set the optimal product
lineup to suit the characteristics of each vending machine
installation location, and on that basis, we strive to maximize
sales by having the operations staff in charge of each vending
machine respond in a way closely tailored to suit the location.
To maintain the high-quality operation of vending machines
across the country, we are not only implementing measures to
train those in charge of Group sales companies but we are also
working with the Kyoeikai, who are responsible for the
operation of around half of our vending machines. Taking into
account the information we receive from the Kyoeikai about the
special characteristics and sales trends in each area, we
simultaneously provide its members with operational expertise,
including occasional on-site guidance.
Synergistic effects of personnel education and IT utilization,
together with careful support for the Kyoeikai, maintain and
improve high-quality operations.

● Ratio of Employees Engaged in Vending Machine Operations*
Number of
employees in the
Domestic
Beverage
Business

2,575

End of FY2017

69.1 %

Number of employees
engaged in vending
machine operations

1,780
*Total number of employees in
Group sales companies
(consolidated subsidiaries)

● Measures to Maintain High-quality Operations
Optimal
product lineups
based on data

Collective
management
Timely information
sharing

DyDo
DRINCO

Group sales
companies
Specific operations
that respond to
installation locations

Direct
guidance
Timely information
sharing

Kyoeikai
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Pursuit of the Perfect Blend
DyDo Blend was developed using carefully selected coffee
beans and through meticulous attention to blending
techniques, and we continue our pursuit to bring out the
natural taste of coffee and pride ourselves on its being a
canned coffee without flavoring agents. The brand value of
DyDo Blend and the support of our customers over the long
term are the sources of the stable cash flow of our group.
Also, in product development, and taking the same meticulous attention we pay to coffee without flavoring agents, we are
expanding our lineup of coffee drinks to meet a wide range of
customer tastes or situations. Above all, we are building a firm
position for “DyDo Blend, Demitasse Premium”—which as of
2017 has been on sale for 25 years—which has grown to
become the top-selling*1 small-size*2 canned coffee series.
Amid an increase in the amount of coffee being drunk, and a
diversification of the tastes of those who drink it, in 2014 we
began sales of slightly sweetened coffee with added milk in a
bottle-shaped can. At that time for bottle cans, sugar-free
black coffee was predominant, so releasing that product led to
a growth in the market for bottle cans.

● “DyDo Blend, Demitasse Premium” Series

● “DyDo Blend, Supervised by the World’s Top Barista*” Series

*1 Intage SRI: Market for cans and bottle-cans at 180ml or less; cumulative
sales revenue for Demitasse series, March 2014–December 2016
*2 Bottle-cans or cans containing 180 ml or less

*Pete Licata, 14th World Barista Championship winner

Innovative Product Development
Particularly as a company whose main sales avenue is through
vending machines, we rely on creating products with
meticulously selected ingredients, or unique products unlike
those offered by other companies, that are distinctively DyDo.
Through the vending machines that we think of as our retail
stores, we may sell directly to customers but we can still invest
time in our products. To make vending machines a place where
the diverse customers who visit can experience the thrill or
surprise of a new taste discovery, DyDo DRINCO is not bound
by preconceived notions and develops products distinctive to
DyDo.

● “PuruSsh!! Jelly x Sparkling” Series
A new sensation carbonated drink where soft carbonated jelly and firm
nata de coco are brought together in a new type of beverage where three
textures can be experienced at the same time with a refreshing fizzy
sensation

Issues and Future Strategy

Towards making vending machines part of everyday life
In recent years, the vending machine business environment has become increasingly difficult, and the
average sales per vending machine continues to drop. In addition, customer values and buying habits
continue to diversify, as do customer demands relating to health and taste. In this kind of environment,
the biggest issues for a vending machine business are to create even more added-value for vending
machine customers and to provide products that cater to customers’ values, in order to achieve
sustainable cash flow.
In the future, through the IoT, we aim to make vending machines that are used as part of society’s
infrastructure, that provide a rich, pleasant service over a wide range of fields for customers’ lifestyles.
By promoting initiatives aimed at open innovation and diversity, we can respond to varied customer
senses of value, and deliver the health and high-quality taste that customers desire.
For details on our initiative, see
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Tomiya
Takamatsu
President and
Representative Director
DyDo DRINCO, Inc.

International Beverage Business
Breakdown of net sales

Net sales

Operating profit

(million yen)

20,000

10.7%

18,547

16,735

19,410
(Forecast)

(million yen)

500

15,000

0

10,000

-500

5,000

-1,000

0

2016

2017

-1,500

2018 (FY)

-838

-680 (Forecast)

-1,266
2016

2017

2018 (FY)

*Breakdown of net sales to external customers
*Both net sales and operating profit include transactions between segments

Strategy for Creating Corporate Value

In our International Beverage Business, we are expanding the business in response to the special regional characteristics in Turkey,
Malaysia, Russia and China. In particular, our entry into the Turkish beverage market, which was formed from the local businesses we
acquired in 2016, has become the core of the Group’s international business. Using their pre-existing brand recognition, sales
networks, and production lines, coupled with our expertise, we are promoting and strengthening moves toward rapid top line growth.

Value chain (Turkey)
Planning and
development

Procurement

Production

Company
plant

Turkey
From within Turkey

Japan

Product
development
expertise
cultivated in
Japan

Raw materials
/Materials
From outside Turkey

Raw materials
/Materials

Sales
Volume
retailers,
etc.

Our own sales network

Planning and
development

A brand Turks
are familiar with

Operations

Covering a large
area with a total of
six locations in the
north and south

HORECA*

Putting our
own sales
network in
place while
utilizing that of
Yildiz

Individual
homes and
offices
Export
Privatelyrun stores
*HORECA (Hotel/Restaurant/Cafe)

Progress in Strengthening of the
Value Chain and Measures to
Reorganize the Business Model
Our Turkish beverage business has four factories in
the north of the country, and two in the south.
There, they produce drinks, including mineral water
“Saka” and carbonated soft drinks “Çamlica”, that
are already well-known to Turks. Also, we are selling
our own products by utilizing and developing the
sales networks we inherited from Yildiz, from which
we acquired shares in our Turkish business.
The Turkish population has an exceptionally high
proportion of young people, with an average age of
around thirty years old, and since it is also expected
that the population will continue to grow, so too
should the soft drinks market. In addition, the
Turkish soft drinks market is composed of
comparatively simple drinks categories such as
water, cola, carbonated drinks and fruit juices. As
well as increasing sales of pre-existing brands, by
expansion of our canned coffee, health or beauty
drinks that have been created through the expertise
we cultivated in Japan, we aim to create new drinks
categories and achieve growth above market
averages.

Issues and Future Strategy

Strengthening our foundation business,
to make dramatic top line growth a reality
While, with instability in neighboring countries, and the depreciation of
the Turkish lira, it is not possible to claim that the business
environment within Turkey is an entirely favorable one in the short
term, the Turkish market shows great potential for mid- to long-term
economic growth.
Our initial acquisition was in Yildiz Holdings A. Ş., a company with
considerable presence on both the sales and management fronts, but
now we are moving toward our own management system while
retaining some of the original sales avenues. With local workers a
majority, we have redefined our mission and core values, putting in
place what we believe to be a system with the capacity for strong
growth in personnel development in future.
Going forward, and alongside making
management changes to bring sales channels
in line with our own DyDo management style,
we will strengthen our export business in order
to better resist fluctuating currency exchange
rates and prepare a foundation business.
Between these and through the development
Tadashi
of unique, innovative products, we will raise our
Sakashita
market presence further.
For details on our initiative, see P 31 P 32

CEO
DyDo DRINCO Turkey
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Pharmaceutical-Related Business
Breakdown of net sales

Net sales

Operating profit

(million yen)

12,000

5.8%

10,220

10,500
10,536 (Forecast)
9,126

(million yen)

1,500

8,000

1,000

4,000

500

0

2014

2015

2016

2017

2018 (FY)

1,271

1,135

9,068

0

2014

979

944

2015

2016

1,100
(Forecast)

2017

2018 (FY)

*Breakdown of net sales to external customers
*Both net sales and operating profit include transactions between segments

In the Pharmaceutical-Related Business, DAIDO Pharmaceutical Corporation is expanding businesses specialized for OEM (contract
manufacturing) such as nutritional drinks with pharmaceuticals and quasi-drugs, and beauty tonics. Through our manufacturing
capability boasting a daily production of 1.7 million units, and our high level of production quality, we have earned the trust of major
manufacturers in Japan, and we maintain high profitability through a top-class track record as a drinkable preparations manufacturer.

Value Chain
Operations, planning,
and development
Manufacturers of
ingredients, bulk drugs

Production
Ascertaining
the latest
information

Grasping
consumer
needs

Planning, development,
and prototyping

Joint
development
manufacturers

Responding flexibly
to various needs
Accumulating
information

Highly Trusted by Major Manufacturers Due
to Our Top-class Track Record in the Industry
The drinkable preparations which are the specialty of DAIDO
Pharmaceutical Corporation are subdivided by function and
target due to the continuing diversification of the market.
Therefore, there is a high need for small-lot/high-diversity
manufacturing, and our flexible production lines, developed
through our work as a contract manufacturer, can demonstrate
our strengths. We have pharmaceutical manufacturing
expertise cultivated over more than 60 years, as well as strong
pipelines with ingredient and bulk drug manufacturers giving us
early access to new material information. Our system for
delivering high, stable quality has earned the trust of major
Japanese pharmaceutical and cosmetics companies, and we
maintain a top-class track record as a contract manufacturer of
drinkable preparations.
In addition, the manufacturing of pharmaceuticals and
quasi-drugs is an industry* that requires government approval
and authorization, and the barriers to entering the industry are
connected to the profit that can be made. Even within our
Group, this is a segment that secures us a stable income.
*Licensed industries
1. Pharmaceutical manufacturing
2. Second-class pharmaceutical manufacturing and sale
3. Quasi-drug manufacturing
4. Quasi-drug manufacturing and sale
5. Beverage manufacturing
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Daily
production

Sales

1.7 million
units

Company plant
Quality control ISO
9001 and FSSC
22000 certification

Commercialization
Small-lot/high-diversity
production, and quality
control to ensure
effectiveness and safety

Joint development
manufacturers

Over

100
firms

Feedback on diversifying
consumer needs

Issues and Future Strategy

Established as an unrivalled contract
manufacturer of drinks preparations
In recent years, against a background that includes a rise
in the average age of nutritional drinks consumers, there
has been a shrinking of the drinks preparations market.
On the other hand, an increase in consumer awareness
of health and beauty can be seen, mainly in the sales of
beauty drinks preparations. How to respond to sudden
increases in logistics costs or how to spread manufacturing risks, that make up a part of business continuity
planning, is a pending issue for manufacturers. In this
sort of environment, for a
company like ours, putting in place
a stable system that supplies
high-quality
products,
and
responding to the needs and
wishes of numerous partners is
important. To further expand the
expertise we have cultivated, we
have to reinforce our position as Yutaka
one of the top contract manufacTakahashi
tures of drinkable preparations in
President and
the industry.
Representative Director
For details on our initiative, see
P 27 P 28

DAIDO Pharmaceutical
Corporation

Food Business
Breakdown of net sales

Net sales

Operating profit

(million yen)

20,000
15,000

10.1%

15,360

17,155 18,013 17,560

18,850
(Forecast)

(million yen)

800
600

10,000

400

5,000

200

0

2014

645
(Forecast)

2015

2016

2017

2018 (FY)

198

0

2014

259

2015

212

219

2016

2017

2018 (FY)

*Breakdown of net sales to external customers
*Both net sales and operating profit include transactions between segments

Tarami maintains the top share in the fruit dessert jelly market, and is in charge of the Food Business of our group. After becoming a
consolidated subsidiary in 2012, it has contributed to our consolidated results as the third main contributor to our group, and its high
name recognition is helping to improve the brand strength of the group as a whole.
Strategy for Creating Corporate Value

Value Chain
Planning and development
Commercializing
needs through
consumer
monitoring

Devising new
flavors and food
textures to
enable response
to diverse needs

Procurement

Direct
dialogue
Guidance
regarding
quality
control
methods

Producers

Production

Company plant

Operations

Commercialization

Quality control ISO
9001 and FSSC
22000 certification

As the pioneer of fruit dessert jelly, Tarami has had a firm hold
on the industry’s top share for many years. Tarami was
originally a greengrocer, and their departure point for
development is allowing consumers to enjoy fruits from all over
the world with a delicious taste that is even greater than the
raw ingredients. To that end, we are aiming to create products
that show a clear difference between ourselves and our
competitors by way of repeated tests and research into new
fruits, and jellies’ tastes and textures. Also, through painstaking
equipment management of our production process, we will
continue reforms to make products with a degree of
completion and quality, all while minimizing waste.
As is our duty as a top business in the industry, we will
provide delicious foods with guaranteed safety at a reasonable
price. Continually reforming ourselves to add improved value to
our products, namely Tarami’s strength, is the driving force
behind our retention of our place at the top of the industry.

Convenience stores,
merchandisers
and retailers

Tarami
Online Shop

Procurement
through strict
selection from all
over the world

Responding to Expectations as a Top Company
that Delivers the Deliciousness of Fruit

Sales

No.1share

of the dry jelly market

Issues and Future Strategy

Aiming to be chosen as the brand that
elicits a “Well, of course. It’s Tarami.”
In recent years, the fruit jelly market has seen a drop in
sales at the lower end of the price range, but products
in the mid-price range have seen sales increases,
leading us to believe that a time when customers are
more selective in how their use their money is
approaching.
In this kind of environment, in order to have customers
actively seek out products from the Tarami brand, it is
important that we continue to
create products that not only cater
to customers’ multi-faceted needs
but also surprise or thrill them.
In the future, we will aim for
long-term growth in terms of customers by promoting initiatives
aimed at customer perspectives
and innovation, and strengthen- Masayuki Yao
ing product value and our brand’s President and
Representative Director
appeal.
Tarami Corporation
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Efforts to Create Corporate Value —Aiming for Sustainability by Responding to Changes in Business Conditions—
Special
Feature

1

Challenge to grow existing businesses

Domestic Beverage Business

Toward Continuous Growth in Cash Flow

The Challenge of Bringing Innovation to the Vending
Machine Business Model
Obstacles to sustainable growth

Counter-measures

As Japan’s population continues to age, combined with a
declining birthrate, we anticipate little significant growth in the
vending machine business. Each company is focused on
profit, continuing to eliminate unprofitable sites while
competing for good locations. Pricing strategies in answer to
competition from the drugstore industry have made the
business climate even tougher, and declining sales per vending
machine is a concern. From a broader societal perspective, we
see the traditional mass production/mass consumption type of
economy gradually being replaced by systems that incorporate
recycling and sharing as the maximizing of resources grows
more critical. Economic activity is also changing dramatically,
shifting away from physical goods toward services and
experiences.

Radical Reform of the Fixed Cost Structure
of Vending Machines
To reduce fixed costs while maintaining the same number of
machines in use, we are employing reconditioned vending
machines that we call “Frontier Vendors,” which lessen both
environmental impact and costs. At the same time, we are
limiting the number of models we purchase to reduce
procurement costs for new machines. Capital expenditure for
the Domestic Beverage Business in FY2017 was
approximately 6.5 billion yen, a decrease of about 40% from
FY2014 figures, before these measures were initiated. We
expect to continue at this level in the future. As a result,
depreciation for vending machines is dropping at an
accelerating rate and we expect to achieve a nearly 5 billion
yen reduction in FY2020 from FY2014 levels.

Together with society

Environment

“Frontier Vendors” reduce environmental
impact and vending machine cost
A vending machine is basically composed of two types of
parts—the compressor, which is the heart of the machine,
controlling the heating and cooling; and the metal parts,
such as the doors, and racks for holding and dispensing
drinks. In the past, when the compressor, which has a
shorter lifespan than other parts, reached the end of its use,
we disassembled and discarded all of the parts. Now we
recondition reusable parts such as doors and racks, and
combine them with an energy-saving unit equipped with a
new compressor and high-performance insulation, bringing
machines back to life with like-new energy-saving features.
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We are looking for ways to bring innovation to our vending
machine business model to generate a steady expansion of
cash flow in this core business and produce capital for the
group’s further growth. The vending machine channel has a
high marginal income ratio but also high fixed costs. With this
type of earnings structure, if we are able to lower fixed costs
and expand sales it can lead to a significant boost in margins.
We are thus pursuing a radical reform of the fixed cost
structure, allocating the cost savings from that effort to an
aggressive investment in IoT aimed at creating new value and
increasing per-machine profitability.

● Changes in Capital Expenditure and Depreciation in the
Domestic Beverage Business
(billion yen)

Capital expenditure
Depreciation

12
10
8
6
4
2
0

2014

Number of
“Frontier
Vendors”

2015

2016

2017

2018

2019

1,764

3,688

4,972

ー

ー

2020 (FY)

ー

This initiative is expected to extend the usable lifespan of the
vending machine by about 1.5 times, simultaneously
lowering costs and reducing environmental impact through
the reutilization of resources.
Concept of Vending Machine Reconditioning
Used vending
machine parts

Rejuvenated
doors, racks, etc.

New energysaving unit

Energy-saving unit
equipped with new
compressor, etc.

Frontier Vendor

Reconditioned as a
vending machine with
like-new energy-saving
features

FY2018 free cash flow
Improvement of approx.
or more from FY2014

● Vending Machine Business Model Innovations

2014

Top
line
growth

Create new ways to
connect customers
and vending machines

2016

2018

Vending machine
investment

Newly equipped with cooling
equipment incorporating
energy-saving features
Recycling

• Iron, copper, etc.

Proper waste disposal

Free cash flow

Achieving a reduction in both
environmental impact and cost through
deployment of “Frontier Vendors”

Planned expansion
of IoT-enabled
Smile STANDs

6 billion yen

Reduction in number
of discarded machines

• Rejuvenate more than 50%
of vending machine parts
and reuse
• Reduce per-machine cost
while maintaining the number
of newly launched machines

FY2018 consumption of
steel resources
Reduction of approx.
from FY2014

25%

• CFCs, etc.

Aggressive IoT Investment to Create
New Vending Machine Value

Together with future generations

Social

Working with a broad range of partners
on new value creation
We have accelerated growth by cooperating with a broad
range of business partners, based on a spirit of striving to
achieve happiness and prosperity together. To continue
making progress mutually, we communicate regularly and
hold business strategy meetings with our business partners,
sharing our vision and business goals. Through these efforts
we aim to build better partnerships based on mutual trust.
To create new value in these rapidly changing times, we
consider it necessary to proactively pursue open innovation
that integrates expertise cultivated in-house with knowledge
and technologies from outside the group. Based on this
approach, we jointly developed the Smile Town Portal

Efforts to Create Corporate Value —Aiming for Sustainability by Responding to Changes in Business Conditions—

We started a service known as “Smile STAND” to create fun
and enjoyment by equipping our vending machines with IoT
technology, turning them into a new value-creating platform. In
September 2017 we launched “Smile Town Portal,” a new
customer-oriented local information distribution service using
vending machines. These efforts are building a foundation for
establishing a vending machine-based platform business with
great future potential.
One result is that Smile STAND-capable vending machines
are starting to see more sales per machine than

non-compatible machines. By utilizing their purchasing data in
product development and the selection of vending machine
product lines, we can take advantage of this trend to better
meet customers’ diversifying needs and further increase sales.
We aim to equip 150,000 vending machines nationwide with
IoT technology and turn it into an open platform that various
other companies can use to provide services, thereby creating
a new type of customer interaction with vending machines.
This is the plan to reform our vending business model that
breaks out of existing frameworks and brings innovation to the
vending machine market, which has long been regarded as a
mature market. By so doing we aim to create new value for
vending machines as social infrastructure, which in turn will
help us to continuously expand our cash flow.

information distribution service with the Helsinki-based
digital project design studio Reaktor. To maintain sustainable
growth in the vending machine business, we will adopt a
wide-angle overview of our own business and continue to
pursue open innovation to bring about new transformations.

At a meeting with Reaktor
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Efforts to Create Corporate Value —Aiming for Sustainability by Responding to Changes in Business Conditions—
Special
Feature

2

Challenge to grow existing businesses

Pharmaceutical-Related Business

Establishing a Dominant Position
as a Contract Manufacturer
Obstacles to sustainable growth

Counter-measures

The drinkable preparations market has recently felt the impact
from the aging of its core user segment for nutritional drinks
and diversifying needs among women, its core user segment
for beauty tonics. The market overall has been shrinking, but
due to demand from inbound tourists, there has been an
expansion of orders for beauty tonics for export, for which we
are starting to see a bright forecast. And although DAIDO
Pharmaceutical’s two Nara plants will need to be renewed, the
plants have been operating at close to capacity throughout the
year to fulfil the many orders received, and it will be difficult to
stop production to carry out renewals.

We cannot expect significant future growth in the drinkable
preparations market, and few brand manufacturers are
showing a proactive stance toward production line servicing or
new capital investment. However, as demand from consumers
is expected to continue, brand owners will continue to develop
new products going forward, expecting to expand
outsourcing, which will benefit us as a contract manufacturing
company. Aiming to restore growth, we will take this
opportunity to strengthen our systematic solution selling
practices and improve our supply system and competitiveness
by building a new plant. Through these efforts we plan to
establish a dominant position as a contract manufacturer.

Strengthening Our Systematic Solution
Selling Practices

development capabilities and manufacturing technology,
cultivated over many years, to exceed the expectations of
companies and increase the number of our proposals taken up
as new products by brand owners. To achieve sustainable
growth, we aim to expand our business in OEM (contract)
products by developing new categories that answer society’s
needs, making full use of our pharmaceutical and quasi-drug
manufacturing facilities, plus our expertise in liquid medication
development and manufacturing.

As a partner to brand owners in a wide range of industries
including pharmaceuticals, health foods, and cosmetics, we
maintain high standards of quality and participate in product
creation from the planning and development stages.
In recent years, to further increase orders, we have worked
to ascertain and address the real issues and needs of each
brand owner. We create and propose solutions that utilize our

Together with society

Environment

Water safety and suitable use
Water is used in all of our drinkable preparations, and
obtaining safe water is the cornerstone of manufacturing
quality. DAIDO Pharmaceutical uses approximately 800 tons
of water daily. The water we use as a raw material is
high-quality groundwater pumped up at our site. The water
goes through multiple purification processes, during which
the quality is tested three times a day using our own
inspection checklist to assure its finished safety and purity.
We also use water for cleaning and sterilizing bottles, but
we have adopted sterilization methods that do not use water
for some products, reducing water use by approximately
14,000 tons annually. We also treat wastewater properly—

27

DyDo Group Holdings Integrated Report 2018

For a detailed history of DAIDO Pharmaceutical, see P 9

for microbes, pH, and temperature—before releasing it as
sewerage.

A system to build expertise that facilitates and
speeds up approvals
To expand orders for drugs and quasi-drugs drinks that
require approval for each item manufactured and sold, we
must improve our trial product manufacturing capability and
build expertise to facilitate and speed up the application
process. We are thus working to expand resources—both
personnel and equipment—employed in our lab and
prototyping section, and develop a system that can handle
more than twice the number of applications.

New Plant to Strengthen Supply System and
Build Competitive Edge
To assure reliable supply and update our facilities as a contract
manufacturer, we decided to build a new plant in the greater
Tokyo area. The new plant, located in Tatebayashi, Gunma
Prefecture, is scheduled to go into operation at the start of
2020. This will allow us to accept more orders and build our

competitive edge. The ability to supply drinkable preparations
from a location close to the Tokyo metropolitan area, which is
the primary market for consumption, will reduce distribution
costs, while productivity improvements achieved through
labor-saving manufacturing operations will boost our cost
competitiveness. The plant will also play a role in our
customers’ business continuity plans by dispersing their
production to reduce operational risk and improve their
competitive capacity in ways unrelated to cost. Through the
new plant we will pursue even greater reliability and growth.

● Plant Overview

Plant 2
Plant 1

Plant 1

Plant 2

Kanto Plant

Location

Katsuragi, Nara Prefecture

Katsuragi, Nara Prefecture

Tatebayashi, Gunma Prefecture

Approx. 33,000 m2

Site area

Approx. 27,000 m2

Construction completed

1991

1999

End of 2019 (scheduled)

Number of assembly lines

3
(20 ml, 30 ml, 50 ml, 75 ml,
100 ml, 120 ml)

1
(80 ml, 100 ml, 150 ml, 260 ml)

1
(100 ml: scheduled)

Capital investment

Approx. 150 million units

Approx. 350 million units

Yearly production capacity
ー

Together with people

ー

Social

Efforts to Create Corporate Value —Aiming for Sustainability by Responding to Changes in Business Conditions—

Name

Approx. 6 billion yen

Pre-improvements

Labor-saving manufacturing processes

Post-improvements

Our plants that manufacture drinkable preparations are
located in non-urban areas where a natural environment
ensures a high quality of water. The difficulty lies in the
inability to secure personnel, as these areas suffer from a
shrinking workforce. We had already automated filling and
inspection processes but for certain products—with shrink wrap packaging, for
example—the packing process still required manual packing by 10 or more employees. In
2016, we were able to fully automate the packing process, which has boosted productivity
and reduced the burden of labor for workers.

Pre-improvements

Post-improvements

Combined operating hours … 144 hours per lot → 3 hours per lot
Employees …………………… 12

→1

Operating hours……………… 12 hours

→ 3 hours
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Feature

3

Challenge to enhance product strength

Domestic Beverage Business

Delivering Distinctively DyDo Taste and Wellness to
Meet Diversifying Needs
Obstacles to sustainable growth

Counter-measures

Rapid demographic shifts and lifestyle changes in recent years
are being accompanied by diversifying customer values and
consumer behavior. Consumers are demonstrating a growing
range of needs when it comes to taste and wellness. In the
coffee market, the rise of coffee sold from convenience store
countertops and at café chains has expanded the opportunity
to drink coffee, but also changed consumers’ tastes and needs
for canned coffee. We are faced with the need to deliver
products that resonate with customers as their values shift.

Since the release of DyDo Blend coffee in 1975, we have been
delivering authentic coffee flavor to consumers by blending
select, high-quality coffee beans, with no added aromas. We
will continue to maintain and improve the quality and work to
further strengthen the DyDo Blend brand.
In addition, we are working to optimize our product lines
based on sales channel, and to develop highly distinctive
products and items that can ride new health trends. We will
continue to create new products of high quality that generate
surprise and wonder to deliver distinctively DyDo taste and
wellness to customers.

Further Strengthening the DyDo Blend Brand

delicious taste.” The campaign uses various media to reach
consumers and emphasize that the blending itself is what
creates the value and appeal. The campaign was a success,
resulting in a 30% increase in intention to purchase the DyDo
Blend brand over 2014 figures (according to DyDo DRINCO
research).

We aim to appeal to customers by creating new, delicious
tastes through ideas, materials, and technology that will further
strengthen the DyDo Blend brand.
In product development, we updated our Supervised by the
World’s Top Barista series, a new blend created with Pete
Licata, the 14th World Barista Championship winner, using our
expertise in materials and blending to provide new choices for
coffee-drinking situations. In the spring of 2018 we launched
the new Good Work Blend that targets primarily young
business people.
To retain consumer appeal as a brand, it is vital that we
engage more actively with customers, in addition to enhancing
the value of the product itself. Since 2012 we have been
unifying all of our coffee products under the DyDo Blend brand,
using the campaign slogan “Refining our blend produces

Together with customers

Social

The procurement of safe and
secure raw materials
The DyDo Blend pursues the taste customers want with its
fusion of carefully selected coffee beans from all over the
world. To provide raw ingredients and materials that are safe
and give customers peace of mind, we pay close attention to
the ingredients we source from the planning stage, checking
information such as that relating to laws and regulations,
fertilizers and allergens. We are working to guarantee safety
by only procuring our materials from trusted suppliers that
meet our standards, and for major materials we import we
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“DyDo Blend, Supervised by the
World’s Top Barista” series, flavors
that match various coffee-drinking
situations with the perfect container
and amount

“DyDo Blend, Good Work
Blend,” with a focus on
supporting young business
people

regularly send representatives to visit the sites where the
ingredients are grown or processed, so we can confirm with
our own eyes the agricultural situation, the manufacturing
process or the site’s hygiene management. Furthermore, as
well as coffee beans
being affected by
crop conditions, they
are also an international commodity, so
we are working with
suppliers we can
trust to stabilize our
Sorting coffee beans
procurement system.

Optimizing Product Lines for Different
Sales Channels
For many years, DyDo DRINCO’s strategy was to take the
exact same products from its core vending machine channel
and move them into other sales channels so that the products
were the same across all channels. However, with rapid

demographic shifts and lifestyle changes in recent years, the
values and behavior of consumers have become more diverse.
In these changing circumstances, we have been able to meet
customers’ needs through a product development system that
utilizes a diverse range of personnel, while working to optimize
our product lines according to the characteristics of each sales
channel or vending machine location.

■ Distribution Channel
Strengthening sales through the distribution channel has led to
better communication with retail stores and a more accurate
grasp of diverse customer needs. Based on such information,
we have been expanding sales of our foods with a functional
claim, developed in collaboration with FANCL CORPORATION,
the “Calorie Limited for the Mature Aged” series; plus, we
introduced functional beverages under the DyDo Blend and
“miu” brands in response to recent growing interest in health.
We have also been working on innovative product
development, such as the new brand “PuruSsh!! Jelly x
Sparkling,” a shake-and-drink carbonated jelly and nata de
coco beverage. With a system capable of developing high
added value beverages, we aim to expand sales in the
distribution channel where there is room for growth.

Efforts to Create Corporate Value —Aiming for Sustainability by Responding to Changes in Business Conditions—

■ Vending Machine Channel
Even in the vending machine channel, because the ages and
main sex of customers vary according to the installation
location, the preferred products differ with each vending
machine. DyDo DRINCO decided, therefore, to group vending
machines by their sales data, and fill sets of machines with
different products according to what sold best, thereby
meeting the diverse needs of customers with different product
offerings. To strengthen product lines, in March 2018 we
added Asahi Soft Drinks’ Mitsuya Cider and Calpis Water to the
two Gogo no Kocha products from Kirin Beverage that had
been deployed in the past. The addition of the top Asahi Soft
Drinks brands is aimed at increasing our vending machine
sales.
● Selecting products to suit the purchasers at
each vending machine
Product Selection A

“Calorie Limited for
the Mature Aged”
series

Product Selection B

“miu” Sparkling
Water Plus

*Pete Licata, 14th World Barista Championship winner
(submitted labeling on foods with functional claims is not included in the scope of his
supervision)
■This product has not been approved by the Japanese government.
■This product is not intended to diagnose, treat, or prevent any disease or medical
condition.
■Eat a balanced diet based on a staple food, a main dish, and side dishes.

Product Selection C

Together with customers

“DyDo Blend
Supervised by the
World’s Top Barista*”
Smart Blend Black

Social

Initiatives to offer customers product with
safety and peace of mind
DyDo DRINCO has established a quality control system only
made possible through fabless management, and engages
in efforts to secure food safety. While we subcontract
manufacturing to affiliate plants, they implement quality
control and assurance measures at the affiliate plant, and we
also use our own quality control department to double check
samples of all products from the affiliate plants, shipping only

those products that pass our inspections. We regularly
conduct quality assurance audits at the affiliate plants and
hold quality assurance meetings for all affiliate plants.
Moreover, we are working to improve quality further by
sharing expertise and by strengthening our relationships built
on trust through constructive dialogue.
Topics addressed at quality assurance meetings
Report on results of quality assurance audits
Case studies of major issues encountered during the year, their
causes and measures taken
● Presentations of measures taken to improve quality by affiliate
plant managers
●
●
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Special
Feature

4

Challenge to expand overseas businesses

International Beverage Business

Demonstrating the synergy between our Domestic and International Beverage Business

We are challenging ourselves to create the next generation
of DyDo standards
Obstacles to sustainable growth

Counter-measures

In addition to reorganizing the business model of our Turkish
beverage business, which makes up a major part of our
International Beverage Business, through a strengthening of its
value chain, we have driven forward top-line growth through
favorable sales of our Saka mineral water against a backdrop
of a health awareness trend. However, under the influence of
the depreciating Turkish lira, the cost of importing raw materials
has leapt, and this has combined with a special 10%
consumption tax levied on soft drinks (with the exception of
mineral water and 100% fruit juice) since January 2018 to
make the business environment increasingly tough. In
Malaysia, Russia and China, factors such as major changes in
market environment, alterations to laws, regulations and
systems have meant that establishing business foundations is
taking time, and so the promotion of reforms aimed at future
development is an issue.

Turkey

Strengthening our Flagship Brands and
Expanding our Export Business
In the coming years in Turkey, we plan to boost our brands,
focusing our management resources on three brands: Saka,
which is forecast for major growth; the carbonated drink
Maltana, which commands a high individual unit price; and
Camlica, which contributes greatly to our sales. For the Saka
brand, as well as focusing on the highly profitable Home &
Office Delivery (HOD) sales channel or export, we will take
measures to improve profitability at the same time as
increasing sales figures.
The depreciation of the lira may have caused the import of
raw materials to leap, but it has also created favorable

Together with people

While the business environment for the Turkish beverage
businesses may be strict, we are continuing to strengthen the
business foundations which should lead to dramatic top-line
growth, and we are taking measures to strengthen our flagship
brands and expand our export business. Also, with the
introduction of the special consumption tax and the health
trend in the background, demand for mineral water is expected
to grow, so we are focusing our efforts on strengthening our
mineral water production capabilities.
The health awareness trend can be seen to be gathering
steam in customers around the world, so we plan to bolster
and expand our high-quality product line-up to respond to this
growing trend, by creating innovation through the combination
of product development knowledge cultivated in Japan, and
region-specific marketing information.

conditions for our export business. As well as continuing to
expand exports to Europe, we plan to reinforce our personnel
system and expand exports to Arabic-speaking countries. As
Arabic-speaking countries are home to a large number of
adherents of the Muslim faith, under which the drinking of
alcohol is forbidden, interest in our carbonated malt drink,
Maltana, is high and so we see in it a great deal of sales
potential.

“Saka,” a unique
mineral water with a
high pH value

“Maltana,” a
fruit flavored
non-alcoholic
malt drink

“Çamlica,” a
carbonated drink
that boasts excellent
product recognition

Social

Defining our mission and values
in the Turkish beverage business
We have newly defined the mission statement and shared
values of our Turkish beverage business subsidiaries, which
we inherited in 2016 from a major Turkish food manufacturer
and which forms a part of the DyDo Group, based on the
group’s Philosophy and Vision, what has proven important
up to this point and necessary factors for future growth.
Furthermore, through events designed for every employee,
we have made solid moves toward establishing groups
through which they can challenge themselves.
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Group picture from an event held to
spread awareness of the business’s
mission and values:
Employees wore T-shirts of different
colors to indicate which of the six shared
values they believe is most important in
their particular area of responsibility.

Core values
■ Customer First
■ Challenge
■ Collaboration
■ High Quality Standard
■ Uniqueness
■ First Mover

Malaysia

Turkey

Strengthening Mineral Water Production
Capabilities
Previously, in our Turkish beverage business, we were
producing Saka mineral water in one location in the north of the
country. In line with the increase in awareness of health and the
Saka brand, sales have greatly improved to the point where we
are working at near full production. To respond to the predicted
rise in demand, in December 2017 we made the Merpez (now
known as Mavidağ) company, which owns a mineral water
production facility in the south-west of the country, a
subsidiary. Thanks to this, production capacity has nearly
doubled, providing a production system that can react to
sustainable growth. With this move we have also raised the
efficiency of our logistics by securing a geographically
decentralized production plant and water source.
Sakarya Province
(Della water production)
Muğla Province
(newly acquired Mavidağ water production)

Strengthening and Expanding Our
High-quality Line-up to Respond to an
Accelerating Rise in Health Awareness
In recent years, a rise in health awareness has spread across
the globe, even in Turkey and Malaysia, and sales of
carbonated drinks have dropped and the market environment
is undergoing a major change. Seizing this opportunity, we are
taking measures to develop and expand sales of high-quality
products that cater to this trend. Through the sharing of global
expertise and the dispatching
of staff from DyDo businesses
in Japan, the knowledge and
technology regarding taste and
health
that
we
have
accumulated in Japan can be
combined with local marketing
knowledge and production
“Yobick,” planned and
techniques to give birth to
launched by our Malaysian
innovation and make dramatic
business, which made use of
growth a reality.
DyDo’s Japanese expertise
Efforts to Create Corporate Value —Aiming for Sustainability by Responding to Changes in Business Conditions—

Russia

● Mavidağ Company Profile

Improving Operations and Reevaluating
Vending Machine Locations

Company name

Mavidağ Gıda Pazarlama Sanayi ve
Ticaret İthalat İhracat A.Ş.

Location

Muğla Province, Turkey

Business outline

Production and sales of mineral water

Capital

2 million Turkish lira (62 million yen*)

Total investment
(scheduled)

23.4 million Turkish lira (725 million yen*)

In Russia we are expanding sales of products through vending
machine development. In response to new tax legislation
affecting sales, including vending machines, due to come into
effect in July 2018, it has become necessary to reevaluate the
business. We are currently reviewing vending machine
locations on a wide scale and conducting reforms to further
improve their operational level.

*calculated at 31 yen to 1 Turkish lira (the rate at the time of acquisition)

Together with future generations

Social

Fomenting a sense of unity through
opportunities for global exchange
To improve the Group’s competitiveness, we have been
holding global exchanges, where marketing or product
development expertise can be shared. In the summer of
2017, we held our first Global Meeting of DyDo Group
Holdings in Indonesia, bringing together employees from our
bases in Japan, Turkey and Malaysia. Those who attended
were able to share information regarding each of the
countries’ beverage market trends, their own company’s
business models, or future business strategies. In order to
learn more about coffee, one of the strengths of DyDo in
Japan, attendees went to see a coffee plantation and

observe the careful selection of beans at a factory.
Participants were able to feel a part of the DyDo Group, and
showed a real hunger to start developing products with the
knowledge they had gained. Through this event we were
able to truly see how the “One Team” made up from each of
the companies within the Group, is taking on the challenge
of creating the DyDo Standard for the next generation.

Global meeting
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President and Outside Directors

President and

Independent

Independent

Representative

Outside Director

Outside Director

Director

Masataka Inoue

Shinji Mori

Tomiya
Takamatsu

Taking on Challenges to
Realize Sustainable Growth
The shift to a holding company system has
improved Board discussions
Takamatsu With the shift to a holding company system
in January 2017 and the transfer of authority to our
operating companies, the topics for discussion at Board of
Directors’ meetings have been narrowed down, allowing
for greater depth of discussion. In particular, I feel there
have been more meaningful discussions on investments
for future growth and the monitoring of our businesses
outside of Japan.
Inoue After becoming a holding company, discussions
at the Board of Directors’ meetings became focused solely
on matters of company-wide importance. This created
time to discuss group management, and the quality of the
discussions improved a great deal. However, with regard
to possible new investments, I think the company needs to
have a clearer vision of what is meant by success, together
with a stronger focus on returns on investment.
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enabled a clarification of applicable policy and key
performance indicators. Such KPIs have led to monthly
reports for checking on progress; the quality of monitoring
has improved greatly, as well.

Engaging in the healthcare sector for future
growth
Mori We have identified the growing healthcare sector as
an area for investment, but other corporate groups have a
big head start and the investments required are very high.
I think we need to take a different approach than the major
players if we want to succeed in healthcare. I would like to
hear the president’s thoughts on what specific areas in the
healthcare sector are our focus and what the long-term
growth strategy looks like.

Mori I feel it is important, when engaging in new
businesses, not merely to seek short-term profits, but to
give weight to the nurturing of the business from a
long-term perspective. At the same time, it is important to
remain aware of the criteria for deciding when to pull out of
an investment, and to do so when necessary. Thoroughly
monitoring investments is one of the key functions of the
Board of Directors.

Takamatsu I feel that interest in health is trending both
domestically and globally. Considering our current
businesses, the most accessible field would be preventive
medicine. In March, we announced our entry into the
orphan drug business, believing that this opening move is
an important one for obtaining knowledge related to health
and pharmaceuticals. We will work to develop products
that cross over conventional drink, food, and pharmaceutical categories, and will cultivate healthcare-related
markets that aim to extend healthy life expectancy so as to
tap them as a major source of future revenue.

Inoue The business in Turkey we acquired in February
2016 was the company’s first real international business
venture, so the employees engaged in the business didn’t
know what they didn’t know, as they say. Nonetheless, in
January 2017, the year following our acquisition, the
company identified the key issues to focus on, which

Inoue I believe this field is a good fit for the company,
which started out in the pharmaceuticals business. It will
be necessary to maintain a long-term perspective on this
business, first investing to acquire know-how, then setting
up a solid policy to nurture the pharmaceuticals business
over the long term.
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Using dialogues with stakeholders to guide
strategy
Takamatsu With the narrowing down of topics of
discussion for the holding company’s Board of Directors,
the content of reports related to dialogue with
shareholders and investors became more substantial.
Inoue Institutional investors are professionals who
measure investment efficiency, so talking with them is
extremely valuable for us to gain objectivity toward
investments. A lot can also be learned from their analysis
as specialists with regard to the business climate of the
industry or markets, and so on. This can help in building a
long-term strategy for the company.
Mori When you shift the focus to other stakeholders, not
only shareholders and investors, you also realize how
important it is to listen to consumers. Expanding the
dialogue with consumers is vital if we want to continue
bringing out products that customers desire in each
business area.

The importance of investing in human resources
Takamatsu These days, the stock market has again
been placing importance on investing in human resources,
and I agree that personnel are a vital focus for the
company’s management. Particularly urgent issues for us
are establishing a personnel training system and building a
pleasant work environment for employees. Wages and
compensation are important, naturally, but we also need to
put effort into cultivating skilled personnel, making work
meaningful and easy to engage in, and supporting a
balance between their work and private lives.

Takamatsu It is necessary to create a training system
that enables personnel to carry out the full process of
going from vision to business strategy, to creating a
concrete business plan.

Mori The system of governance that unifies over 20
group subsidiaries, both consolidated and nonconsolidated, is very important. Today, each subsidiary
needs to take responsibility for its own business execution
and have its own auditing system, but it is the holding
company’s responsibility to guide the building of that
system and to check on it. Ensuring that it functions well
will connect to our group’s growth strategy.
Inoue Looking to future business expansion, I think it’s
necessary to create several mainstays for our business
portfolio to aim for growth over time. The Domestic
Beverage Business is a core business and the base of the
corporate group that continuously generates cash to
invest elsewhere. DyDo has 280,000 vending machines
throughout Japan that serve as “retail outlets.” These need
to be utilized to supply safe, trustworthy products without
wasting energy or resources. By extension, we have to
carry out business that is both people-friendly and good
for society. As greater energy efficiency is pursued, we
predict that the number of vending machines in the
industry overall will decline. Anticipating this development,
taking action to enhance the appeal of the company’s own
“retail outlets” and to survive in the marketplace will also
contribute to social sustainability.
Mori In the Domestic Beverage Business, our 280,000
vending machines quietly hold great potential as social
infrastructure. I look forward to seeing the company
innovate ahead of other companies by using the vending
machines not only for selling beverages, but in connection
with new businesses to generate new value.
Takamatsu While it is important for a company’s lasting
business continuity to genuinely excel at one thing, it is
also vital that the company change in tune with the times.
Our group has up to this point been sustained by the
revenue from the Domestic Beverage Business.
Healthcare, a sector in which we are expanding our efforts,
is a social issue, and more fundamentally an issue that
affects every individual. Our solid efforts in solving
problems in this domain is a way for us to contribute to
society.
The fabric of society is changing greatly due to global
warming, the depletion of natural resources, the evolution
of technology and other significant factors. While
sometimes such changes create obstacles, we can also
turn them into opportunities. I will make sure that the DyDo
Group adapts flexibly to a changing environment and
prepares for what is to come, in order to achieve high
growth.

Foundation for Corporate Value Creation

Inoue Employees working in our new business areas
may require talents that cannot be carried over from
current work duties. Capable personnel can be put in
charge of an area of business that is not too large so they
can have a good overview. That way, their talents can be
developed by training them in how to devise strategies and
utilize PDCA cycles. The key to doing this would be to
educate such personnel ahead of time in both operational
and financial aspects of the business. With sound
knowledge in both areas, it becomes possible to translate
vision into strategy and, further, write a business plan for
setting goals, getting the management cycle going.

as a group and what the role of the Board of Directors
should be.

Adapt to change with the times and grow along
with people and society
Takamatsu I would like to ask about two things—what
issues we need to address to achieve sustainable growth
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Basic Approach to Corporate Governance
Basic Approach to Corporate Governance
“DyDo Group strives to achieve happiness and prosperity
together with people and society as a whole. To realize this, we
will continue our dynamic efforts to take on new challenges.”
This Group Philosophy inspires us in our ongoing quest to
ensure proper, upstanding business practices and rigid
compliance with relevant laws and regulations. It motivates us
to constantly improve management efficiency and
transparency, and to promote the group’s mutual benefits with
all of our stakeholders, including our customers, our
employees, our business partners, our communities, and our
shareholders. It is the very cornerstone of our corporate
governance, which is geared toward generating sustainable
growth and improving corporate value over the medium to long
term.
Our core business is our Domestic Beverage Business and,
as more than 80% of those sales come from vending machines
in local communities, it is fair to say that our products are
familiar parts of consumers’ everyday lives. Moreover, our

operations are conducted under a “fabless management”
system, which means we have no plants of our own and
instead outsource work in close cooperation with producers
and distributors nationwide to make and deliver products. We
concentrate our resources on more specific roles, such as
product planning and development and vending machine
operations. We have about 280,000 vending machines around
Japan, which are maintained by DyDo Group employees and
the “Kyoeikai” (special vending machine operators that handle
DyDo products).
It is a rather unique business model that depends on the
trust of our stakeholders. As such, we believe “happiness and
prosperity together with people and society as a whole” is our
duty, and the overriding objective of our business activities. To
that end, our “dynamic efforts” are founded on a bedrock of
corporate governance, a steadfast platform of transparent, fair,
swift, and bold decision-making. Moreover, we continually
work to improve that foundation in order to contribute to the
benefit of our shareholders.

● Ongoing Improvements to Corporate Governance
Pre-2012

2012

2013

2014

2015

2016

2017

2018

June, Tarami became a subsidiary
Business expansion

December, Started Russian vending machine business
December, Entered the Malaysian beverage market
February, Entered the Turkish beverage market
Announced entry into the orphan drug business
Appointment of Tomiya Takamatsu as President

President

Transition to holding company structure

Group structure
Revitalizing the
Board of Directors
and strengthening
its functions

Introduction of an corporate officer system
Review of the scope of authority Transfer of authority to group companies
Number of members on the Board of Directors as determined in the
Articles of Incorporation: 9 or fewer

Number of members on the Board of Directors as determined
in the Articles of Incorporation: 7 or fewer
Introduction of a performance-based
incentive program

Improving the effectiveness
of the Board of Directors

Evaluation of the effectiveness Disclosure of a summary of the
of the Board of Directors
evaluation results
Appointment of two outside directors

Outside directors
Corporate
philosophy

March

Outside directors as one-third of all directors (2 of 6)
1984: Formulation of DyDo DRINCO
Corporate Mind (company philosophy)

Formulation of a new Group Philosophy, Vision, and Slogan
Formulation of the Basic Approach to Corporate Governance

Demonstrating Commitment to the
Group Philosophy, Vision, and Slogan
Amid dramatic changes in the environment surrounding the
Domestic Beverage Business that is our core business, in 2014
we established a new Group Philosophy, Vision, and Slogan
with the aim of achieving sustained growth in the future through
teamwork by all of our group employees. To make this a reality,
we are actively working to create opportunities for executive
and employee dialogue, and to put in place a human resources
policy and system.
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■ Creating Opportunities for Dialogue between
Executives and Employees
After establishing the Group Philosophy, Group Vision and
Slogan, the president visited all of our business sites around
Japan to share with employees the background and purpose
behind them. He discussed the role of each department and
what their future initiatives would be. The president continued
to visit business sites and discuss matters with employees on
a regular basis through the DyDo Offsite Meetings or through
the study sessions that focus on younger employees. By
explaining the roles expected of them depending on their job or
level, and by sharing awareness of issues or future goals, we
are raising morale and fomenting the spirit of taking on
challenges, as found in the Group Philosophy.

Outline of Our Corporate Governance System
Election /
Dismissal

General Meeting of Shareholders
Election / Dismissal

Election / Dismissal
Audit

Board of Directors

Coordination

Board of Corporate Auditors
Audit

Execution of Operations

Internal Audit

Operating Divisions / Group Companies

Guidance

Report

Report

Guidance

Management
Committee

Advice /
Guidance

Accounting Auditors

President and Representative Director

Legal Consultants, etc.

Group Risk
Management Committee

Coordination

Report

Report

Election / Dismissal

Coordination

Audit Department

Group Cooperation Committee

Accounting Audit

(as of April 13, 2018)

Organizational structure

Company with Kansayaku board

Corporate officer system

Yes

Number of directors as defined in
the Articles of Incorporation

7 or fewer

Number of auditors as defined in
the Articles of Incorporation

4 or fewer

Term of directors as defined in the
Articles of Incorporation

1 year

Term of auditors as defined in the
Articles of Incorporation

4 years

Number of directors

6 (of which 2 are independent
outside directors)

Number of auditors

4 (of which 3 are outside auditors)

Board of
Directors

●

Board of
Corporate Auditors

●

Foundation for Corporate Value Creation

Presidents
of Major
Directors Auditors Corporate
Officers Subsidiaries*1

Roles
Discusses/decides management strategy and other important matters, and
oversees execution of the duties of directors, and execution of the operations of
each group company.

(●*2 )

Receives reports, discusses, and makes decisions on important matters relating
to auditing, and audits execution of the duties of directors.

●

Formulates policy and plans for overall execution of management, and carries out
tasks including investigations, research, planning, management, communication,
and coordination.

Management
Committee

○

○

●

Group Cooperation
Committee

○

○

●

●

Shares important matters in the group, and carries out tasks such as reporting the
management situation from each subsidiary.

Group Risk
Management
Committee

○

○

●

●

Identifies and evaluates company-wide risks, formulates counter-measures, and
conducts checks and improvement of overall risk management.

*1 DyDo DRINCO, Inc., DAIDO Pharmaceutical Corporation, Tarami Corporation
*2 Corporate officers who are not also directors participate as observers

● All persons concerned
○ Only full-time members
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Evaluation of the Effectiveness of the Board of Directors
To verify that the Board of Directors is carrying out its duties
effectively, and to strengthen its functioning, we have been
appraising the Board of Directors using the following analysis
and evaluation method.

■ Analysis and Evaluation Method
In order to analyze and evaluate the effectiveness of the Board
of Directors, all directors and auditors conduct a
questionnaire-based
self-evaluation,
accompanied
by
individual interviews with the secretariat of the Board of
Directors. At the Board of Directors meeting held afterwards,
the directors analyze the results of their self-evaluation, share
their understanding of current issues, and engage in
constructive discussions of topics such as efforts going
forward to realize a more effective Board of Directors.

■ Overview of Analysis/Evaluation Results for FY2017
On the basis of the outcome of discussions regarding the
analysis of the results of the self-evaluation surveys, the Board
of Directors of the company came to the conclusion that “the
Board of Directors is functioning effectively.”
Status of improvements to agenda management and
operations of the Board of Directors
● Directors indicated that the agenda brought before the Board
of Directors was sufficiently selective and appropriate for a
holding company. In particular, they noted that the Board
worked to address the following:
(1) Deliberation related to new business domain expansion
(2) Monitoring of the International Beverage Business
(3) Report on dialogues with shareholders and investors
● Number of items raised at Board meetings

■ Evaluation Items

New
businesses

The self-evaluation survey form included items addressing the
following major topics so that respondents could review how
the Board of Directors deliberated and dealt with issues
identified through its effectiveness evaluation during the
previous year:
(1) Agenda management and operations of the Board of
Directors following the transition to a holding company
structure
(2) Composition of the Board of Directors in light of the
development of the company’s overseas business and the
expansion of its business domain
(3) Future issues based on the Corporate Governance Code
Reference: Issues identified last year

Future issues to address in order to boost the
effectiveness of the Board of Directors
(as announced March 15, 2017)

1. With regard to the composition of the Board of Directors,
we will appoint an even more diverse range of personnel as
we push forward with our management strategy to
accelerate business development overseas and expand
our fields of business.
2. With regard to the agenda of the meeting of the Board of
Directors, we will refine discussion items and further
deepen constructive discussion regarding the major
direction of our corporate strategy as part of our group
management, and decide how best to handle risk amidst
the increasing requirements of our overseas business
operations.
3. With regard to the operation of the Board of Directors,
there is room for improvement in the way in which
information is provided to external directors, the way in
which time is allocated for discussion of matters according
to their relative importance, and the way in which materials
are provided and explained.
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International
beverage businesses

IR activities

Times the
Board met

FY 2016

6

18

6

17

FY 2017

11

13

13

17

●

●

●

Concerning the provision of information to external directors
and external auditors, directors cited significant
improvements, noting that access has been improved with
the introduction of a security system.
Concerning the provision of adequate explanatory material in
advance and the setting aside of sufficient discussion time
based on the importance of agenda items, directors found
steady improvement, although some issues remain.
Directors indicated that discussion of important items takes
place in a manner that respects the views of external directors
and external auditors. They noted that agenda items considered
to be particularly important to the group’s future are handled in
an appropriate manner, for example by putting off decisions until
the next meeting so as to avoid making hasty conclusions.

Challenges for the Future
(1) With regard to the composition of the Board, we will find
members with expertise in the healthcare domain in
accordance with the company’s management strategy.
(2) With regard to the provision of information to external directors
and auditors, we will work to provide more information sooner.
(3) With regard to deliberations involving investments, we will
push for enhanced explanation of associated risks and
returns and clarification of the criteria that would prompt
the company to pull the investment in question.
(4) With regard to risk management in the International
Beverage Business, we will undertake additional initiatives,
for example to raise the awareness of local employees.

■ Future Efforts
Going forward, the Board of Directors will deepen discussions
related to the overall direction of the company’s management
strategy while working to address the following topics in order
to achieve sustained growth of the group:
(1) Important issues related to the sustainability of the vending
machine business model
(2) Vision for the group’s overall business portfolio
(3) Approach to human resources investment to facilitate
implementation of the company’s growth strategy

Executive Compensation

Internal Control and Compliance

The group has designed and implemented an executive
compensation system so that the remuneration system for
directors can contribute to the sustainable growth of the group
and improvement of its medium- to long-term corporate value.

We have established a Fundamental Policy Regarding the
Building of Internal Control Systems and Compliance Action
Guidelines, and are pursuing sound corporate practices
together with compliance initiatives.

Director Compensation Format

Internal Control System

The remuneration of directors consists of basic compensation
and bonuses, and the level of individual basic compensation is
set according to their responsibilities. With regard to bonuses,
the amount is determined according to their performance
during the fiscal year.

At the DyDo Group, by executing the duties of the directors in
compliance with the law and the Articles of Incorporation and
by pursuing sound and efficient work, we have established a
Fundamental Policy Regarding the Building of Internal Control
Systems based on the Companies Act and its enforcement
regulations.
Based on this policy, group companies have established and
operate an internal control system: our Internal Auditing
Department coordinates with the manager in charge of internal
auditing at each group company, and we use effective visiting
audits and other means based on an annual auditing plan to
determine whether or not business is being executed properly
and efficiently. Also, to further increase the credibility of financial
reports, we comply with internal control and assessment
regulations for financial reporting that are based on the
Financial Instruments and Exchange Act. We put into writing
the status of the internal control at major business locations,
along with the process leading to the preparation of financial
statements, and carry out evaluations and ongoing
improvements on a consolidated basis.

● FY2017 Executive compensation, etc.
Total
compensation

Millions of yen

Total compensation divided by type

Number of
those
applicable

Basic
compensation

Bonus

Retirement
benefits

10

16

6

Directors*

139

112

Auditors*

13

13

0

ー

1

Outside
directors

22

22

ー

ー

5

*Excluding outside directors and outside auditors

■ Performance-Based Incentive System
With the shift to the holding company structure on January 21,
2017, we introduced a performance-based incentive system*1
aimed at heightening awareness of the importance of
improving performance and the need to contribute to greater
corporate value. It is a system through which executives are
rewarded with shares in the company commensurate with
performance.

Method for Calculating the Number of Shares Awarded
Points are awarded according to the individual’s position and
performance achievement level in each business year. The
points are then converted into shares at the rate of one share
of holding company common stock per point.

Sharing our Group Philosophy and Group Vision as our ideal
structure, to realize this we have established Compliance
Action Guidelines as important matters that should be adhered
to from a compliance perspective.

■ Efforts to Improve Compliance Awareness

Foundation for Corporate Value Creation

Targeted Positions
Directors*2 and corporate officers of the companies listed below:
● DyDo Group Holdings, Inc.
● DyDo DRINCO, Inc.
● DAIDO Pharmaceutical Corporation
● Tarami Corporation

■ Establishment of Compliance Action Guidelines

In order to improve the compliance awareness of employees,
DyDo DRINCO conducts compliance training focused on new
employees, provides learning opportunities through e-learning,
and periodically issues the Compliance Tsushin newsletter
introducing examples of compliance in familiar situations in an
easy-to-understand format using illustrations.

Number of shares to be paid = basic points according to
position × performance correlation coefficient
The performance correlation coefficient is set*3 according to
numbers disclosed in the Financial Report: percentage
achievement of targets for forecast consolidated operating profit
and consolidated net sales for the start of each business year.
*1 Incentives from the performance-based incentive system are paid separately from the
compensation limit for directors.
*2 Excluding outside directors and Chairman of the Board, who are in positions
independent from business execution
*3 FY2018, the final year of the “Challenge the Next Stage” mid-term business plan, is
also considered in performance with regard to how well plan objectives are being
achieved.
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Business Risks
At the DyDo Group, we have identified various risks or obstacles to achieving our management strategy goals, based on our Group
Philosophy, and are implementing counter-measures to avoid these risks or to minimize their effects. Below we have listed some
examples of factors which may exert a negative influence on our management performance or financial situation as of the end of fiscal
2017.

1. Securing and Developing Personnel
A diverse range of personnel with high-level
expertise and experience is needed to strengthen
and expand our business outside of Japan and to make forays
into new business domains, two aspects of the group’s growth
strategy. We will also need to secure and develop personnel on
an ongoing basis to support the nationwide operation of our
vending machines and our manufacturing plants, such as in
our pharmaceutical-related and food businesses.
In today’s Japanese business climate, changes are taking
place in the labor market, such as a declining labor force due
to a declining birthrate and an aging population, and the
diversification of values and working style needs. In such a
climate, should we find it difficult to secure suitable personnel
on an ongoing basis, it could affect the group’s business
performance and financial situation.

Risk

To minimize these risks, the group is
taking stronger measures to secure
and develop personnel. We are also establishing various
systems and improving work efficiencies to ensure that we
keep our personnel, including efforts to transform working
styles.

Risk mitigation

For details on personnel development, see P 14 P 16 P 17 P 42

2. The Management and Control of Overseas
Subsidiaries
The group has positioned the full-scale expansion
of international business as part of our
medium-term growth strategy. We have set up overseas
beverage subsidiaries in Turkey, Malaysia, Russia, and China
as strategic bases for significant growth in the future.
A wide range of risks are involved, however, including
differences from country to country in laws and systems,
politics, economies, social conditions, cultures, religions, and
business practices, not to mention exchange rate fluctuations.
If business development is impeded by unforeseen problems
that arise, or if such problems make it difficult to recover our
investment or hinder other activities, it could affect the group’s
business performance and financial situation.

Risk

To minimize these risks, the group
has set up an operational management and risk management system whereby overseas
beverage subsidiaries are under the direct management and
control of the holding company. We are also strengthening and
developing the international beverage business and working to
create synergies with the domestic beverage business to
achieve significant growth.

Risk mitigation

For details on the International Beverage Business, see P 31 P 32

3. Corporate Takeovers and Business/
Capital Alliances
The group has positioned new business
development related to food and health as part of
our medium-term growth strategy. Corporate acquisitions and
strategic investments such as business and capital tie-ups are
effective means of accelerating business expansion, and we
are constantly looking into these possibilities. However, when
effective investment opportunities cannot be found or the
initially anticipated benefits from a strategic investment do not
emerge, the group’s business performance and financial
situation may be affected. Also, when entering new business
domains and new markets through a corporate acquisition,
etc., new risks may emerge that are unique to that particular
business and market.
For every corporate acquisition we conduct detailed
investigations of such things as the business plans, financial
details, and contractual relationships of the target company,
and fully assess the risks involved, but if unforeseen problems
arise or the business development does not go according to
plan, it may become necessary to record an impairment of
goodwill, which could affect the group’s business performance
and financial situation.

Risk

To minimize such risks, the group
transitioned to a holding company
system, which establishes a framework for responding flexibly
to the expansion of business domains and further enhancing
the functions of the Board of Directors based on its evaluated
effectiveness. In these and other ways we are taking measures
to continuously improve corporate governance.

Risk mitigation

For details on the evaluation of the effectiveness of the Board of
Directors, see P 37
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4. Focus and Reliance on the Vending Machine
Channel
The core business of the group is the domestic
beverage business. Our corporate growth has
paralleled the spread of vending machines in Japan over time.
By establishing localized sales activities, we have built a
high-quality operational system and nationwide network of
approximately 280,000 vending machines. In this consolidated
fiscal year, the vending machine channel accounted for 83.1%
of domestic beverage sales, far above the average for the
industry.
Price stability and sales stability are relatively high for vending
machines compared to other sales channels, and stable cash
flow can be secured with profitable canned coffee as the main
product. In recent years, however, the total number of vending
machines has begun to decline in the market overall, and sales
per vending machines are on a downward trend due to the
spread of low-price sales and an increase in sales through
convenience stores and other convenient sales outlets. These
developments could affect the group’s business results and
financial situation.

Risk

To minimize such risks, the group will
promote initiatives such as optimizing
product lineups and installing vending machines in locations
where stable sales can be expected, such as inside company
offices, while at the same time reforming the fixed cost
structure in the vending machine channel and developing IoT
vending machines. Through such measures we are working to
revitalize the vending machine business model.

Risk mitigation

For details on reform of the vending machine business model, see
P 25 P 26

In the domestic soft drink industry market, with
the impact of the declining birthrate and aging
population, which will only continue to intensify in the future, it
is difficult to expect major growth in the medium to long term.
Companies in the industry are placing a priority on profits,
concentrating on strategic brands and revamping their
products and containers. However, we are seeing a trend
toward lower prices as consumption becomes polarized;
mergers and consolidation in the distribution chain require
stronger negotiating in the area of sales promotion; highly
competitive private brands are emerging. There is also
intensifying competition in the drugstore industry. These
factors mean that the selling price of beverages is not going up,
and we can already see an increase in sales promotion
expenses for maintaining and expanding product shipping to
stores.

Risk

To minimize these risks, the group is
working to further strengthen the
appeal of the DyDo Blend brand, which has provided authentic
flavor, with no added aromas, since its launch in 1975. Through
measures such as developing innovative products that
respond to diversifying needs, we will continue to work to
increase the appeal of our products.

Risk mitigation

For details on increasing product appeal, see P 29 P 30

6. Procurement of Ingredients and Materials
A wide range of ingredients and materials are
used to produce the group’s products. One of
those, coffee beans, is a staple ingredient in the domestic
beverage business, and its procurement cost is affected by
fluctuations in both international commodity prices and
exchange rates. Other raw materials and resources are also
affected by price fluctuations. Particularly with the international
beverage business in Turkey, some materials are procured in a
foreign currency denomination, so fluctuations in the Turkish
lira exchange rate can affect procurement costs. Rises in the
cost of ingredients and materials lead to higher manufacturing
costs and sometimes these costs cannot be passed on
through the sales price due to market conditions, and this
could affect the group’s business performance and financial
situation.

Risk

Foundation for Corporate Value Creation

5. Market Competition in the Beverage Industry

In addition, companies throughout the industry are coming
out with all kinds of new concepts for products and container
designs in response to diversifying customer needs. Failure to
respond adequately to changes in this competitive
marketplace, including pricing and other marketing strategies,
could affect the group’s business performance and financial
situation.

To minimize these risks, the group
contracts with domestic roasting
companies for coffee beans at a market price with a view
toward the future and aims to stabilize procurement prices. For
other materials we are also promoting cost optimization
through procurement strategies.

Risk mitigation

For details on the procurement of safe and secure raw materials,
see P 29
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Risk Management
7. Production System and Quality Control System

Board of Directors
Chairperson:
President
Vice Chairperson:
Internal Control Officer
Secretariat
Members of the Group Risk
Management Committee

Coordination and
information sharing

Risk management
status reporting

Auditing Department

To minimize these risks, in our
domestic beverage business, the
group conducts quality assurance
audits every year of subcontracting factories that carry out
manufacturing. The audits improve safety and quality and build
trust. Meanwhile, in the pharmaceutical-related and food
businesses we have our own factories. For these factories we
are aiming to further improve quality by acquiring the
international ISO 9001 certification for quality management
systems and the international FSSC 22000 certification for
food safety management systems.

Group Risk
Management
Committee

Auditing of overall
control situation

To provide safe, high-quality products, the group
has a system in place to implement thorough
quality control and freshness management. In the domestic
beverage business, we take every step through to product
planning and then outsource manufacturing to factories
outside the group based on our specifications. We maintain
safe, secure manufacturing and shipping through a strict
management and inspection system at both our end and at
subcontracting factories.
The group has not experienced any serious accidents or
litigation concerning food safety, quality control, or improper
product labeling. However, if such a case were to occur in the
future such as in which there was product contamination, or in
which a product with defective quality or improper labeling was
distributed, such an occurrence could affect the group’s
business performance and financial situation.

Risk

Our Group Risk Management Committee identifies important
risks that may have a serious impact on the group and formulates counter-measures. It also evaluates the effectiveness of
those counter-measures and the adequacy of risk management, and indicates necessary improvements to be made to
strengthen risk management throughout the group.

Risk management promotion departments of the
company’s divisions and consolidated subsidiaries

Risk mitigation

For details on quality improvements at affiliated plants, see P 30

8. Other Risks
In addition to the above, risks also exist that are
attributable to external factors such as changes in
economic conditions, weather and natural disasters, laws and
regulations, and the management of environmental problems
such as climate change and resource depletion. Other risks
include those related to customer information management
and compliance. Such additional risks could affect the group’s
business performance and financial situation.

Risk

To avoid these risks, or minimize their
effects, we are strengthening our risk
management system. We need to improve the group’s ability to
forecast risks, and to strengthen the counter-measures we
have against such risks. To better do this, every year we
produce a “risk map,” which analyses the degree of likelihood
of risks and the influence they could potentially have. Through
this, we are promoting a risk management style that can
identify and deal with serious risks that result from business
climate change.

Response
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■ Future Issues for Strengthening Risk Management
The risks surrounding our group are constantly changing—
against a backdrop of accelerating overseas expansion,
broadening of our fields of business, amendment of laws and
regulations, changes in social conditions, and other trends—
and these risks are expected to diversify even further in the
future.
To achieve sustainable growth under such circumstances, it
is important that we further step up collaboration between
group companies and strengthen the group risk management
system, ascertain risk from a medium- to long-term
perspective, and implement counter-measures from an early
stage.
In FY2018, the final year of our “Challenge the Next Stage”
mid-term business plan, we will consider and assess risks from
a medium- to long-term perspective to formulate our long-term
vision and next mid-term business plan, while striving to
identify risks taking into account evaluations from diverse
stakeholders.

Risk Management Yearly Activity Scheme
Strategy

Plan

• Decision on risk response
policy
• Formulation of risk
response plan

• Risk evaluation and
selection of significant risks
• Discussion and decision on
risk measures

• Progress management

Action
Risk Management
Improvements

Activity Evaluation

• Evaluation of risk measure
conditions
• Designation of additional
measures as necessary

Report

Company Divisions’
and Consolidated
Subsidiaries’ Risk
Management
Promotion Department

• Risk extraction

Check

Plan Implementation

Advice

All-company risk
map and risk
management chart

Do

Progress
report

Revision
request

Submit

Risk Management
Committee and
Secretariat

Decision on Annual Policy

Risk Extraction and Evaluation
Decision on Risk Measures

• Implementation of risk
reduction measures

• Review yearly activities and
extract issues

All-company risk map
and risk management
chart

• Implementation of
additional measures

Risk map and risk
management chart for
each group company and
department

our domestic vending machine business over the years, but we
will not be able to achieve sustainable growth in the future
unless we can formulate and implement a management
strategy that is able to respond to changing times. We are
therefore working to train executives of the next generation and
acquire personnel with high-level expertise and experience,
thereby reducing such risk.

■ Do

• Training Executives of the Next Generation
DyDo DRINCO runs DyDo Innovation Academy, a long-term
training program for middle management-level employees to
help them to become executives who will lead the company to
sustained growth and development in the future. Programs
that combine off-the-job and on-the-job training are used to
build problem-solving skills and the abilities needed to
overcome challenges, while strengthening leadership and
enhancing business literacy.
DyDo Innovation Academy participants: 133 people

At the Group Risk Management Committee meeting held in
May 2017, based on the direction of the group’s recent growth
strategy and the shortage of labor of late in the logistics
industry in Japan, it was determined that risks related to
securing and training personnel are growing, and this matter
was selected as a special focus for risk reduction.

Considering the decline in the working age population in Japan
and the growth of online sales, we foresee the competition for
human resources intensifying, well beyond our own industry. To
secure the personnel we need for our vending machine
operations and reduce the associated risk, we are working to
enhance employee benefits and improve operational efficiency.
• Enhancing Benefits
We have introduced a system to subsidize the cost of acquiring
a semi medium-sized motor vehicle driver’s license—a new
class of license needed to drive route vehicles used in our
vending machine operations, based on the March 2017
revision of Japan’s licensing system. We have also begun a
system to lend a company-owned house or apartment to
employees who are transferred.
• Improving Operational Efficiency
We are promoting improvements in operational efficiency by
reconsidering pre-existing vending machines, and through the
practical application of IT based on their per-machine revenue.
By enhancing benefits and improving operational efficiency,
we have been able to ensure an increase in the number of
personnel in our operations workforce by approximately 80
from the previous fiscal year and reduce overtime work per
person by 9 hours per month.
The group has continued to grow through the expansion of

Foundation for Corporate Value Creation

■ Plan

• Acquiring Personnel with High-Level Expertise and
Experience
In order to acquire talented individuals who can have an
immediate impact on the execution of our growth strategy, we
will take a direct recruiting approach on top of conventional
recruiting methods, identifying the personnel the company has
greatest need for based on human resource databases.

■ Check/Action

The Group Risk Management Committee meeting held in
November 2017 confirmed that these efforts had indeed been
effective to some degree and had reduced risk. We recognize
the importance for the future of retaining personnel to handle
operations, and to implement an enhanced personnel system
that promotes a range of working styles, revitalizing the
organization by supporting employees to study and maintain
good health.
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Promoting Constructive Dialogue with Improved Information Disclosure
At the DyDo Group, we believe that constructive dialogue with
shareholders, investors, and other stakeholders, and reflection
of their views in our business administration, are conducive to
sustained growth and improved corporate value over the
medium to long term. To that end, proactive IR interaction with
stakeholders, based on transparency, fairness and a long-term
focus is imperative.

Improving Fair Access to Information
We are working to upgrade the tools we use for information
disclosure purposes to meet the demands of investors. In
particular, our website is an important vehicle for promoting fair
access to information for all stakeholders. For instance,
following the presentation of financial results to institutional
investors, we will strive to post the handouts and video footage
of the meeting, as well as transcripts, questions and answers,
and outlines of other information deemed useful for individuals
to make informed investment decisions. Moreover, English
versions of almost all materials (with the exception of statutory
materials required to be released under Japanese law, and
video footage) will be released simultaneously with Japanese
versions to ensure fair access to investors overseas.

Improving Publishing of Comprehensive
Disclosure
In the interests of driving sustained growth and medium- to
long-term improvement of corporate value, we believe it is
important to disclose information in a more comprehensive
manner by framing the latest facts and figures within the
context of the broader narrative of the company, from our
founding principles through to our vision of the future.
Given the greater leeway afforded by the Reviewing “Kessan
Tanshin” [Financial Report] for More Efficient Information
Disclosure Aimed at Promoting Dialogue document released
by the Tokyo Stock Exchange on February 19, 2016, we have
begun to review the contents of our Financial Report, starting
with those of the year ended January 2018. Consequently,
summaries are now structured to explain recent performance
within a medium- to long-range context, for instance by
including our corporate philosophy and vision, and the path we
took to reach them; as well as our progress in carrying out our
mid-term business plan, challenges identified in doing so, and
strategies for overcoming those challenges.
When explaining each item, we also include charts and other
visual aids to ensure information is instinctively understandable, as well as more segment-specific information. In this way,
we strive to raise the quality of information we disclose without
compromising speed of disclosure.
We are determined to offer information proactively and
beyond mere legal requirements in order to promote valuable
dialogue and enable informed investment decisions.

● Financial Report Results Structure
Year Ended January 20, 2017
1. Analysis of Business Results and
Financial Situation
(1) Business conditions, results, and
forecasts for the next fiscal year
(2) Financial situation and cash flow
(3) Dividend policies and information
(4) Business risks
2. Corporate Group Situation

Year Ended January 20, 2018
Items relating
to recent
performance

Strategies and
associated risks

3. Management Policy
(1) Group Philosophy and Vision
(2) Management indicators
(3) The mid-term business plan, and any
issues to be addressed

Medium- to
long-term
vision

Points of Improvement
・Changing to a structure more conscious of comprehensive
disclosure
・Improving publishing of management discussion and analysis
-Publishing information regarding management’s issue
awareness
-Expanding segment information
・Publishing information regarding risks the company faces and
their counter-measures
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1. Management policies, business conditions
and issues to be addressed, etc.
(1) Group Philosophy and Vision
(2) Mid-term business plan
(3) Management indicators
(4) Business conditions
(5) Issues to be addressed based upon the
mid-term business plan
2. Business Risks
3. Overview of Business Results, etc.
(1) Business results
(2) Financial situation and cash flow
(3) Forecasts for the future
- Factors influencing business results
- Present conditions and forecasts
- Management’s issue awareness, and its
future policies
(4) Dividend policies and information

● Dialogue with Shareholders and Investors
2014
Institutional
investors
(including
shareholders)

Individual
investors

2

2016
2

2017
2

2018
2

2*

Financial results briefings

times held

Small meetings

times held

3

4

5

3

Individual meetings

times held

151

173

191

181

Business briefings or factory tours

times held

0

0

0

1

0*

times held

1

15

16

17

17*

Briefings for individual investors

where the President attended
total participants

Shareholders

2015

General Meeting of shareholders

participants

Business briefings or factory tours

times held

Percentage that responded to questionnaires (average)
Number of shareholders at the end of the period

3*
Approx. 200*

0

0

0

1

52

1,316

1,206

1,821

1*

740

692

684

732

791

0

0

0

1

2*

ー

10.7

15.7

13.5

13.0

ー

23,511

24,980

25,088

29,626

ー

*denotes scheduled meetings

Constructive Dialogue with Individual
Investors and Shareholders

Institutional investors are not just potential shareholders, but
are also a source of objective insights on how to raise
corporate value in the medium to long term. For that reason,
we seek forward-looking dialogue with such investors via
financial results briefings and small meetings attended by the
president, and individual meetings held by our IR team.
Feedback received from institutional investors is then shared
with the board of directors at monthly meetings.
Moreover, we began publishing an Integrated Report in May
2017 as a means for institutional investors to better understand
DyDo Group. Reading the Integrated Report in advance of
face-to-face meetings will give investors advance knowledge
of our philosophy, business model, and strategies, paving the
way for more focused discussion aimed at raising corporate
value.
We will continue to expand our platforms for dialogue and
our suite of tools for promoting these, and we look forward to
incorporating the insights gleaned from interaction with
institutional investors into our management strategies so as to
boost growth.

Because our business is directly linked to consumers, we value
the input of individual investors as a direct line to consumer
sentiment—a source of unvarnished feedback from “fans”
aimed at promoting sustained growth. For that reason, we
have a range of initiatives in place aimed at increasing the
number of individual investors, such as corporate seminars
held nationwide and shareholder benefits that double as
vehicles for announcing products.
For our shareholders, we publish DyDo Challenge Tsushin, a
Japanese-language newsletter, and deliver both it and
separate “shareholder benefit” items twice a year, each of
which contains a questionnaire for shareholders to fill out
(response rate for our autumn 2017 edition: 13.0%). The
opinions and views received in the questionnaire are fed back
to the appropriate department and used to inform future
practices regarding publishing and other contact with individual
shareholders and investors.
Elsewhere, we held a meeting—attended by the
president—in August 2017 for individual investors in the Tokyo
metropolitan area who would find it difficult to attend our
General Meetings of Shareholders in Osaka, home to our head
office, as well as a tour of DAIDO Pharmaceutical’s plant in
November that year. In this way, we are seeking to increase
opportunities for dialogue.
Moreover, starting in 2018, the individual investor
questionnaire will poll respondents on their views of our role in
society. Individual investors and shareholders are the most
immediate customers of our products, and we vow to take
heed of what they have to say so that we may pursue mutual
prosperity alongside all of our stakeholders.

● Feedback from Institutional Investor Dialogue in FY2017
Reported on
2017 April 13

Summary
Securing and developing personnel; responding
to work style reforms

June 16

Financial strategy and KPIs

August 4

The Integrated Report as a vehicle for dialogue
with investors

September 15

Long-term vision

October 16

Evaluation of the DyDo Group and upcoming challenges

2018 January 15

The importance of ESG and investing in intangible assets
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Investors
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Management
Board of Directors

President and Representative Director

Chairman and Director

Director and Corporate Officer

Tomiya Takamatsu

Tomihiro Takamatsu

Naoki Tonokatsu

Profile

Profile

Mar. 1971 Joined DAIDO Pharmaceutical Corporation
Jan. 1975 Appointed Managing Director following the company’s
establishment
May 1984 Appointed Executive Director
Jun. 1990 Appointed Vice President and Director
Apr. 1992 Appointed Vice President and Representative Director
Apr. 1994 Appointed President and Representative Director
Apr. 2014 Appointed Chairman and Director (his current position)

Mar. 1986 Joined the company
Jan. 2011 Appointed General Manager of the Financial Affairs
Department
Mar. 2013 Appointed Corporate Officer and Division Director of the
Administrative Division
Jan. 2014 Appointed Corporate Officer and Division Director of the
Finance Division
Jan. 2017 Appointed Corporate Officer and General Manager of the
Finance Department
Apr. 2017 Appointed Director, Corporate Officer, and General
Manager of the Finance Department (his current position)

Profile
Apr.
Apr.
Apr.
Mar.
Apr.
Apr.

2004
2008
2009
2010
2012
2014

Joined the company
Appointed Director
Appointed Managing Director
Appointed Executive Director
Appointed Vice President and Director
Appointed President and Representative Director (his
current position)

Reason for Appointment
Since his appointment to the position of president in April
2014, Mr. Takamatsu has demonstrated strong leadership
by managing the company with swift, bold decisionmaking in line with its medium- and long-term
management posture based on the perspective of all
stakeholders and in keeping with the newly formulated
Group Philosophy and Group Vision.
He has been steadily working to address challenges
geared to achieving dramatic growth in the future which
has involved strengthening the Group’s management by
shifting to a holding company structure, working toward
radical reforms to the vending machine business model,
and securing new strategic bases overseas. Based on
this proven track record, he is considered to be qualified
for service on the Board of Directors.

Reason for Appointment

Director and Corporate Officer

Independent Outside Director

Independent Outside Director

Naoyuki Nishiyama

Shinji Mori

Masataka Inoue

Profile

Profile

Mar. 1988 Joined the company
Jan. 2014 Appointed General Manager of the Corporate Strategy
Department
Feb. 2014 Appointed General Manager of the Corporate Strategy
Department and General Manager of the International
Business Department
Mar. 2015 Appointed Corporate Officer, General Manager of the
Corporate Strategy Department, and General Manager of
the International Business Department
Jan. 2016 Appointed Corporate Officer, General Manager of the
Corporate Strategy Department, and General Manager of
the Strategic Investment Department
Jan. 2017 Appointed Corporate Officer and General Manager of the
Corporate Strategy Department
Apr. 2017 Appointed Director, Corporate Officer, and General
Manager of the Corporate Strategy Department (his
current position)

Apr.
Apr.
Apr.
Apr.
Apr.
Apr.

Reason for Appointment
Mr. Nishiyama has broad experience and a proven track
record across a wide range of operational areas
encompassing the company’s overall management,
including corporate strategy, strategic investment, and
international business. Currently, he is leading Group
companies as the Director, Corporate Officer, and General
Manager of the Corporate Strategy Department and is
pursuing initiatives to expand into new business domains.
Based on this proven track record, he is considered to be
qualified for service on the Board of Directors.
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Having guided the company as its president for 20 years,
Mr. Takamatsu brings a wealth of experience as well as a
proven track record to the table. In his current position as
Chairman and Director, he fulfills a range of roles as
appropriate, including strengthening the foundation of the
group’s management in areas such as governance,
deciding important issues, and overseeing execution of
business operations. In addition, he has worked tirelessly
to revitalize the local communities in which the company
does business by orchestrating its community service
activities over many years. Based on this proven track
record, he is considered to be qualified for service on the
Board of Directors.

1972
1974
1986
1989
2001
2014

Reason for Appointment
Mr. Tonokatsu has many years of experience and a proven
track record in finance. He fulfills duties central to
procuring funds, etc., for achieving the mid-term business
plan. Currently, as the Director, Corporate Officer, and
General Manager of the Finance Department, he is putting
effort into sound company management such as by
building a solid structure for the entire Group’s financial
base and contributing to improving profitability. Based on
this proven track record, he is considered to be qualified
for service on the Board of Directors.

Profile
Joined the Legal Training and Research Institute of Japan
Appointed as a judge on the Yokohama District Court
Appointed as a judge on the Kyoto District Court
Registered as a member of the Osaka Bar Association
Appointed Corporate Auditor of the company
Appointed Director of the company (his current position)

Reason for Appointment
Mr. Mori has extensive experience and an advanced level
of specialized knowledge as an attorney, and he has
served the Company for 13 years as an Outside
Corporate Auditor and for four years as an Outside
Director. Based on that experience, he is appropriately
carrying out his role in strengthening the oversight
function of the Board of Directors by commenting on the
Company-wide approach to risk management, and
otherwise offering advice and suggestions as to the
Company’s management from an independent
perspective. Based on this proven track record, he is
considered to be qualified for service on the Board of
Directors.

Important Concurrent Posts
Outside Corporate Auditor at Osaka Soda Co., Ltd.
Auditor at Credit Guarantee Corporation of Osaka

Apr. 1978 Joined Nakano Vinegar Co., Ltd.
Jul. 2005 Appointed Director at Mizkan Group Corporation
May 2007 Appointed Managing Director at Mizkan Group
Corporation
Oct. 2009 Appointed Standing Auditor at Mizkan Group Corporation
Mar. 2011 Appointed Divisional Manager in charge of the
Management Auditing Office at Mizkan Group Corporation
Mar. 2014 Appointed Divisional Manager in charge of the Business
Planning Division at Mizkan Holdings Co., Ltd
Mar. 2016 Left Mizkan Holdings Co., Ltd.
Apr. 2016 Appointed Director of the company (his current position)

Reason for Appointment
Mr. Inoue has a wealth of knowledge and overseas
experience in the food industry. Based on his auditing
experience in areas such as business development
through overseas M&A and overseas subsidiaries, he is
appropriately carrying out his role in strengthening the
oversight function of the Board of Directors by
commenting with respect to his viewpoint on risk and
returns in the course of deliberations concerning such
management issues of the Company as accelerated
development of the Company’s business overseas and
expanding into new business domains, and otherwise
offering advice and suggestions from an independent
perspective. Based on this proven track record, he is
considered to be qualified for service on the Board of
Directors.

Corporate Officers

Corporate Auditors

Corporate Officer and General Manager of
the Corporate Communication Department

Naokazu Hasegawa
Corporate Officer and General Manager of
the HR & General Affairs Department

Akikazu Hamanaka
Standing Corporate Auditor

Outside Corporate Auditor

Kazuyoshi Hasegawa

Taizo Yoshida

Profile

Profile

Mar. 1980 Joined the company
Mar. 1996 Appointed Branch Manager of the Chiba Office
Jan. 2006 Appointed General Manager of the General Affairs
Department
Mar. 2010 Appointed General Manager of the Area Distribution
Sales Department
Mar. 2012 Appointed General Manager of No. 3 Corporate Sales
Department
Jan. 2015 Appointed Chief Manager of the Corporate Sales
Department
Apr. 2015 Appointed Corporate Auditor (his current position)

Jan. 1979 Registered as licensed tax accountant
Feb. 1979 Opened Yoshida Tax Accountant Office
Apr. 1999 Appointed Corporate Auditor of the company
(his current position)

Reason for Appointment
In light of his many years of experience as an accountant,
his advanced level of specialized knowledge in finance
and accounting, and his extensive knowledge in the field,
we consider Mr. Yoshida to be capable of overseeing the
Company’s auditing operations with a high level of
independence and from a broad, overarching perspective.

Corporate Officer and General Manager of
the International Business Management
Department

Mamoru Mitamura
Independence
Standards and
Qualification for
Independent
Directors
We have established the following standards
to govern the independence of independent
outside directors:

Outside Corporate Auditor

Hiroshi Matsumoto

Sachie Kato

Profile
Feb.
Apr.
Apr.
Apr.
Apr.
Apr.
Apr.

1984
1984
1992
2007
2007
2011
2011

Profile
Registered as licensed tax accountant
Opened Hiroshi Matsumoto Tax Accountant Office
Appointed Corporate Auditor of the company
Retired from position of Corporate Auditor
Appointed Advisor
Retired from position of Advisor
Appointed Corporate Auditor (his current position)

Reason for Appointment
In light of his many years of experience as an accountant,
his advanced level of specialized knowledge in finance
and accounting, and his extensive knowledge in the field,
we consider Mr. Matsumoto to be capable of overseeing
the Company’s auditing operations with a high level of
independence and from a broad, overarching perspective.

Apr. 1969 Joined the Legal Training and Research Institute
Apr. 1971 Appointed Public Prosecutor at the Tokyo District Public
Prosecutors Office
May 1974 Registered as a member of the Osaka Bar Association
Apr. 2014 Appointed Corporate Auditor of the company
(her current position)

Reason for Appointment
In light of her many years of experience as an attorney,
her high level of discernment as a specialist in the law, her
contribution to resolving a range of legal issues faced by
multiple corporations, and her deep insight into corporate
management, we consider Ms. Kato to be capable of
overseeing the Company’s auditing operations with a
high level of independence and from a broad, overarching
perspective.

Important Concurrent Posts
Outside Director of Yamazen Corporation
Outside Director of Hisaka Works, Ltd.

Foundation for Corporate Value Creation

Outside Corporate Auditor

1. He or she may not be a director (except as
an outside director), auditor (except as an
outside auditor), corporate officer, or
employee of the DyDo Group.
2. He or she may not count the DyDo Group
as a major business partner or be a
director, auditor, corporate officer, or
employee of company that counts the
DyDo Group as a major business partner.
3. He or she may not be a major business
partner of the DyDo Group or a director,
auditor, corporate officer, or employee of a
major business partner of the DyDo Group.
4. He or she may not be a consultant,
accounting specialist, or legal specialist
who receives a large amount of money or
other
assets
apart
from
officer
compensation from the DyDo Group.
5. He or she may not be a trustee, director,
auditor, corporate officer, or employee of
an organization that receives donations or
subsidies in excess of a certain amount
from the DyDo Group.
6. He or she must not have fallen under the
statuses described in (1) through (5) above
at any time during the last three years.
7. He or she must not be a family member of
an individual who falls under any of the
statuses described in (1) through (5) above.
(However, in the case of employees
described in [1], the restriction is limited to
employees in key roles.)
*In this context, the DyDo Group would be
considered a major business partner if the
entity’s payments or receipts for transactions
with the Group totaled 2% or more of its total
annual consolidated sales during the last
business year.
*In this context, “a large amount of money” refers
to payments averaging 10 million yen or more
per year over the last three years (for individuals)
or payments averaging 2% or more of the
organization’s total consolidated sales over the
last three business years (for organizations).
*In this context, a family member is a relative
within the second degree of kinship, or a
cohabitant relative.
*In this context, an employee in a key role is an
employee with the rank of general manager or
above.
*In this context, “a certain amount” refers to an
annual average of 10 million yen over the last
three business years, or 30% of the
organization’s average annual expenditures,
whichever is larger.
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Consolidated Financial Index 10-year Summary
Mid-term Business Plan “Challenge
*1

*2 *3

Fiscal Year

FY2008

FY2009

FY2010

FY2011

FY2012

FY2013

FY2014

FY2015

Net sales

155,941

151,048

151,369

147,404

148,902

154,828

149,526

149,856

Cost of sales

72,573

70,981

68,927

67,284

67,976

70,553

67,553

68,859

Gross profits

83,367

80,067

82,442

80,120

80,925

84,275

81,972

80,996

SG&A expenses

80,748

74,006

75,903

72,824

72,990

78,270

76,798

76,008

Operating profit

2,619

6,060

6,539

7,295

7,934

6,004

5,174

4,988

Ordinary profit

2,935

5,518

5,809

6,687

7,725

5,962

4,470

4,262

Profit attributable to owners of
parent

1,002

705

2,691

2,351

4,410

3,712

2,322

2,347

Shipment expenses

4,349

4,271

4,123

3,940

4,213

4,607

4,588

4,803

Advertising expenses

4,577

2,671

3,978

4,159

6,167

6,697

5,963

5,096

Main SG&A expenses

Promotion expenses

17,990

18,811

19,965

20,103

21,101

23,203

23,126

24,128

Salaries and allowances

14,085

13,435

12,804

11,861

11,526

11,281

11,006

11,143

1,386

1,184

1,481

6,839

16,833

14,376

12,261

10,681

12,487

12,747

12,350

11,202

12,080

12,343

11,704

125,326

125,497

128,550

140,487

146,479

147,894

163,697

70,743

71,020

73,049

74,788

79,097

82,554

84,734

85,181

3,489

3,281

3,149

2,936

2,916

2,770

2,767

2,887

Cash flow from operating activities

1,277

19,650

14,911

17,540

16,491

14,764

13,959

14,603

Cash flow from investing activities

4,695

(8,390)

(3,252)

(8,274)

(6,704)

(16,580)

3,734

(8,090)

Cash flow from financing activities

(978)

(13,539)

(11,964)

(11,016)

(219)

(469)

(2,561)

12,412

23,802

21,533

21,174

19,424

29,051

26,874

42,020

60,898

53.5

53.0

54.5

54.4

54.3

54.4

54.8

54.0

Operating margin (%)

1.7

4.0

4.3

4.9

5.3

3.9

3.5

3.3

Profit margin on net sales (%)

0.6

0.5

1.8

1.6

3.0

2.4

1.6

1.6

Total asset turnover (times)

1.5

1.2

1.2

1.1

1.1

1.1

1.0

0.9

Inventory turnover (times)

25.3

24.0

24.2

24.4

24.1

24.1

22.0

21.0

Capital adequacy ratio (%)

68.8

55.6

57.0

56.9

55.1

55.1

56.0

50.8

ROA (%)

2.8

4.9

4.6

5.3

5.7

4.2

3.0

2.7

ROE (%)

1.4

1.0

3.8

3.2

5.9

4.7

2.8

2.8

60.49

42.61

162.45

141.91

266.22

224.08

140.16

141.68

4,196.90

4,208.25

4,321.26

4,416.66

4,670.18

4,872.53

4,999.88

5,022.16

Equipment
Capital expenditure
Depreciation

1,696

*4

*5

*6

Assets / Employees
Total assets
Net assets
Number of employees (persons)

101,019 *4

Cash flow

Cash and cash equivalent at end
of period
Financial index
Gross profit margin (%)

Information per share
Earnings per share (yen)
Book value per share (yen)
Dividend per share (yen)
Dividend payout ratio (%)
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50

50

50

60

60

60

60

82.7

117.4

30.8

35.2

22.5

26.8

42.8

42.3

the Next Stage” (to FY2018)
Millions of yen

Segment Information

Millions of yen

FY2016

FY2017

Fiscal Year

171,401

172,684

Domestic Beverage Business*

81,947

83,420

89,454

89,263

85,596

84,372

3,857

4,891

3,741

5,382

3,269

2,504

7,066

6,190

5,494

26,368

25,917

11,893

12,424

10,037

9,454

12,611

11,860

163,870

171,147

85,693

90,927

3,602

3,771

FY2013

FY2014

FY2015

FY2016

130,400

124,597

124,192

128,278

FY2017

8

Net sales*9
Segment profit

4,578

3,839

3,745

126,712

3,958

*7

4.4%
52,219

3.5%

3.1%

3.0%

3.1%

*7

129,275

130,485

145,737

110,241

*7

Capital expenditure

13,741

11,500

9,788

7,017

Depreciation

10,961

11,287

10,657

10,643

Segment profit margin (%)
Segment assets

ROA (%)
6,572

Mid-term Business Plan “Challenge the Next Stage” (to FY2018)

5,542

6,505
9,246
*7

3.5%

2.9%

2.6%

3.6%

Net sales*9

ー

ー

ー

16,735

18,547

Segment profit

ー

ー

ー

(1,266)

(838)

International Beverage Business*

10.6%

8

ー

ー

ー

ー

ー

Segment assets

ー

ー

ー

21,744

20,717

Capital expenditure

ー

ー

ー

1,882

842

Depreciation

ー

ー

ー

907

918

Goodwill amortization value

ー

ー

ー

182

171

ROA (%)

ー

ー

ー

ー

ー

10,857

10,220

9,126

9,068

10,536

1,227

1,135

979

944

1,271

11.3%

11.1%

10.7%

10.4%

12.1%

13,807

13,684

13,568

14,962

17,001

Segment profit margin (%)

Pharmaceutical-Related Business
Net sales*9
Segment profit
Segment profit margin (%)

15,309

14,308

Segment assets

(20,560)

(8,947)

Capital expenditure

337

291

298

423

1,248

(9,445)

(3,843)

Depreciation

530

483

459

430

517

46,120

47,520

8.9%

8.3%

7.2%

6.3%

7.5%

14,299

15,360

17,155

18,013

17,560

205

198

259

212

219

1.4%

1.3%

1.5%

1.2%

1.2%

17,105

17,166

17,537

17,395

17,791

Capital expenditure

297

470

595

742

465

Depreciation

588

572

587

632

656

Goodwill amortization value

306

306

306

298

298

1.2%

1.2%

1.5%

1.2%

1.2%

ROA (%)
Food Business
Net sales*9

51.7

2.3

2.8

1.9

1.5

1.0

1.0

22.2

19.9

51.3

52.3

2.3

3.2

3.9

2.9

197.34

151.73

5,075.31

5,430.20

60

60

30.4

39.5

Segment profit
Segment profit margin (%)
Segment assets

ROA (%)

Financial/Corporate Information

52.2

*1 The acquisition of Tarami Corporation (Food Business) is assumed for the purposes hereof to have taken place on July 20, 2012 and is
included in consolidated accounts for six months of FY2012
*2 Acquisition of the Malaysian beverage business was completed in December 2015 and it is included in consolidated accounts starting FY2016
*3 Acquisition of the Turkish beverage business was completed in February 2016, and it is included in consolidated accounts for eleven months of FY2016
*4 Changes in accounting standards in accordance with the March 30, 2007 revision of the Accounting Standard for Lease Transactions and
the Guidance on Accounting Standard for Lease Transactions
*5 Started the transition from a lease to a purchasing method of vending machine procurement in FY2011.
*6 Due to second-hand parts use and a revision to the vending machine procurement method in the Domestic Beverage Business, purchasing
costs per vending machine decreased.
*7 A change took place in assets and costs in conjunction with the transition to a holding company structure
*8 From FY2017, changes were made to reporting segments and the Beverage Sales Division was split between the Domestic Beverage
Business and International Beverage Business
Results for FY2016 have been adjusted to fit the new reporting segments
Results for the Domestic Beverage Business to FY2015 include results for Russia and China
*9 Each sales figure includes internal sales between segments
DyDo Group Holdings Integrated Report 2018
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Management Analysis of the Financial Situation,
and the Status of Business Results and Cash Flow
1. Analysis of the Business Results in FY2017

(1) Net Sales

In 2017, the Japanese economy continued its gradual
recovery. The outlook, however remains unclear: improving
employment figures and incomes, combined with the effects of
government policies, give hope for ongoing economic
restoration, but this is tempered by economic uncertainty
overseas and volatility in financial and capital markets.
At the DyDo Group, our 2017 business year began with a
shift to a holding company structure and the launch of DyDo
Group Holdings, Inc. on January 21 as a first step on the road
to dramatic growth. “DyDo Group strives to achieve happiness
and prosperity together with people and society as a whole. To
realize this, we will continue our dynamic efforts to take on new
challenges.” Our group philosophy and “Challenge the Next
Stage,” the mid-term business plan it upholds provide a
roadmap for our ongoing quest to create new corporate value
for the next generation.

Net sales increased 0.7% year-on-year to 172,684 million yen.
The increase in revenues was mainly due to a solid foundation
of orders in the pharmaceutical-related business and, in our
international beverage business, significant growth of mineral
water sales in Turkey.
Conversely, revenues were down in the domestic beverage
business, which is dealing with an increasingly tough
environment for vending machine operations, and the food
business, which faces increasingly cutthroat competition and
suffered from poor summer weather.
Sales Breakdown

Millions of yen

FY2016
Component
ratio

Net
sales

Component
ratio

Coffee beverages

72,070

42.0%

71,351

41.3%

Tea-flavored beverages

17,457

10.2%

17,668

10.2%

Carbonated beverages

12,094

7.1%

10,994

6.4%

Creating New Corporate Value for the Next Generation
Business Strategy Introduced from FY2016

Mineral water types

6,985

4.1%

7,379

4.3%

Fruit beverages

6,539

3.8%

6,955

4.0%

1. Work to increase cash flows on an ongoing basis by
reforming the vending machine business model

Sports drinks

2,720

1.6%

2,418

1.4%

Drinkable preparations

1,627

0.9%

1,529

0.9%

Other beverages

8,783

5.1%

8,414

4.9%

128,278

74.8%

126,712

73.4%

16,735

9.8%

18,547

10.7%

2. Enhance the DyDo Blend brand and strive to make it the
leading brand in its market segment
3. Achieve dramatic top line growth by accelerating the
development of our overseas businesses

Domestic Beverage Business
International Beverage Business

4. Establish new profit centers through an M&A strategy

Pharmaceutical-related Business

9,068

5.3%

10,536

6.1%

18,013

10.5%

17,560

10.2%

(695)

(0.4%)

(673)

(0.4%)

171,401

100%

172,684

100%

Food Business
Adjustment
Total beverages

Notes:
1. The reporting segments total sales amount includes internal sales between
segments.
2. From this consolidated accounting period, with the transition to a holding
company structure, the division of the reporting segments has changed.

Factors Driving Increases/Decreases in Operating Profit

＋1,433
Decrease in gross profit

(

Volume/cost/
unit price factors

3,857

(864)

)

Reduction in
promotional/
＋396
advertising
costs
＋619

Expenses
transferred
to holding
company

Domestic Beverage YoY +1,584

FY2016 results
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＋326
＋249

＋179

＋7

Millions of yen

(1,313)

Food
Pharmaceutical-related

International
Beverage

Others
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FY2017

Net
sales

Absence of fees
associated with the
acquisition of the
Turkish business in the
previous year

International
Beverage
YoY
+428

4,891
Holding company
expenses, etc.

YoY +1,033

FY2017 results

(2) Operating Profit

2. Performance by Segment

Gross profit margin was 51.7% in FY2017, down from 52.2%
in the previous year. This was mainly due to foreign exchange
rate fluctuations, specifically in the Turkish lira. Our International
Beverage Business, which conducts some of its ingredient
purchasing deals in that currency, had to bear the brunt of a
rise in costs. Consequently, gross profit decreased 190 million
yen year-on-year to 89,263 million yen.
SG&A expenses decreased 1,223 million yen year-on-year
to 84,372 million yen as a result of lower fixed costs in
Japanese vending machine channels and efficiencies in
advertising and promotions. Consequently, SG&A expenses as
a percentage of net sales improved from 49.9% in FY2016 to
48.9%.
As a result of the foregoing, operating profit increased 1,033
million yen year-on-year to 4,891 million yen in FY2017, and
operating margin improved from 2.3% to 2.8%.

(1) Domestic Beverage Business

(3) Profit before income taxes

Extraordinary gains/losses deteriorated by 1,559 million yen in
FY2017 compared to the previous year’s consolidated results.
In comparison with the 1,060 million yen in extraordinary gains
listed in FY2016 (comprising 494 million yen in gains on
negative goodwill, 433 million yen in gains on sales of
investments in capital of subsidiaries and affiliates, and 132
million yen in gains on sales of investment securities), FY2017
saw a total of 516 million yen in extraordinary losses listed in
the accounts (comprising 431 million yen of impairment losses
in the International Beverage Business and 84 million yen in
losses on valuation of stocks of subsidiaries and affiliates).
As a result of the above, profit before income taxes and other
adjustments increased 81 million yen year-on-year to 4,865
million yen in FY2017.
(4) Profit attributable to owners of parent

Income taxes were 2,373 million yen in FY2017, and the
effective tax rate was 48.8%, up from 34.1% in the previous
year. This was mainly due to an increase in valuation reserves.
As a result of the above, profit attributable to owners of the
parent company decreased 764 million yen year-on-year to
2,504 million yen in FY2017.
Profit per share was 151.73 yen, down from 197.34 in
FY2016.

Financial/Corporate Information

Major Foreign Exchange Rates
1 Turkish lira = 30.78 yen (FY2016 rate: 36.13 yen)
1 Malaysian ringgit = 26.21 yen (FY2016 rate: 26.44 yen)

The Domestic Beverage Business works in a market for which,
because of Japan’s increasingly elderly population and low
birth rate, major growth is not forecast. Players in this sector
are focusing on profitability, strengthening their flagship brands,
and developing a diverse line-up of products with new added
value, but poor summer weather conspired to stunt sales
growth in 2017. This, combined with pricing strategies forced
by stiff competition in the drug store sector, has made it
impossible to improve unit selling prices, and the environment
is increasingly competitive.
We endeavored to reverse this trend by implementing a
number of initiatives aimed at the continuous expansion of
cash flows.
For instance, we seek to innovate our vending machine
business model by, on the one hand, tweaking the usage
environment, such as by extending the life of vending
machines, and, on the other hand, through a fundamental
revamp of our fixed cost structure, which entails slashing
per-machine procurement costs.
Meanwhile, as we continue with our introduction of Smile
STANDs, a novel, high-added-value vending machine platform
designed as a new way for consumers and vending machines
to interact, September 2017 also saw the launch of Smile Town
Portal, a new, high-potential concept that positions vending
machines as sources of information. In this way, we continued
to invest significant effort into creating a bedrock to support our
future vending-machine-based platform business.
Efforts to enhance the DyDo Blend brand continued apace
with further development of the Supervised by the World's Top
Barista* series of rich, authentic coffees, now offered in
packages and sizes designed to suit specific coffee drinking
situations and thereby injecting new value to the canned coffee
genre.
In November 2017, we celebrated the 25th anniversary of
the DyDo Blend Demitasse series with a brand-wide renewal
and a new addition, “DyDo Blend Demitasse Premium” slightly
sweetened with 40% less sugar, which brings a new depth and
crispness to the line-up. In our partnership with Kirin Beverage,
where a mutual product placement tie-up has led to using each
other’s vending machines, we have streamlined the products
we sell from Kirin machines to two bottled varieties of the same
Supervised by the World’s Top Barista* series—namely the
Aromatic, Low Sugar Blend and Rich, Aromatic Blend Black
coffees. In this way, we seek to boost marketability and
awareness of the brand by improving our products’ appeal
within each vending machine.
Furthermore, we are ideally poised to take advantage of the
rise in health-conscious lifestyles. This year, we continued to
strive for expanded sales of Calorie Limit for the Mature Aged
Hatomugi Blended Tea, the tea developed jointly with FANCL
CORPORATION and launched in November 2016—our first
*Pete Licata, 14th World Barista Championship winner
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food with a functional claim—and launched a second product,
also jointly developed, in September 2017: Calorie Limit for the
Mature Aged Premium Green Tea Plus. In this way, we continue
to pursue innovative products that offer high value added.
In FY2017, robust sales of the Supervised by the World’s Top
Barista* series and Calorie Limit for the Mature Aged at
convenience stores and other distribution channels, and solid
sales of two Supervised by the World's Top Barista* products
sold in bottle-shaped cans through Kirin Beverage vending
machines were not enough to offset the effects of poor
summer weather and other external factors, which caused a
drop in per-machine sales, and the sales situation remained
grim. Conversely, profit rose in FY2017 thanks to a decrease in
SG&A expenses, which was achieved by lowering fixed costs
in vending machine channels and improved efficiencies in
advertising and promotions.

core brands Çamilca and Saka, as well as the premium brand
Maltana, in order to improve our brand presence in the Turkish
market. Moreover, acquiring an 80% stake in Merpez Ticaret
Turizm Gıda Tarım Pazarlama Emlak İnşaat Sanayi İthalat ve
İhracat Limited Şirketi (currently Mavidağ Gıda Pazarlama
Sanayi ve Ticaret İthalat İhracat A.Ş.), a producer of mineral
water, in December 2017 has made distribution more efficient
and boosted our ability to keep up with increases in demand
for mineral water.
In Malaysia, another of our eastern strategic hubs in the
Sharia law-observing Islamic region, we continued to strive to
stay abreast of sudden growth in popularity of
health-conscious lifestyles by developing a line of high-quality
products with a Japanese image. However, major changes in
the market environment meant we finished the year well below
our initially planned targets.
In Russia, we are endeavoring to expand sales by installing
vending machines in Moscow, but the city government’s slow
progress surrounding the bidding process for machine
locations means that our plan to establish a vending machine
network is delayed and will take longer than first expected.
In China, we have begun importing Yobick, a product
planned and developed by one of our Malaysian drink
companies using the expertise provided by DyDo in Japan.
Consequently, although our International Beverage Business
struggled in FY2017 with high prices for imported materials in
Turkey, sluggish sales of dry drinks in Malaysia as a result of a
sudden rise in popularity of health-conscious lifestyles, and
delays in deploying vending machines in Russia, we still
managed to improve revenues in this segment as a result of
significant growth in mineral water sales in Turkey and greater
efficiencies in advertising and promotions.
Note that figures for Turkey in FY2016 are based on 11
months of trading because the process of acquiring our Turkish
beverage business was completed on February 3, 2016.

*Pete Licata, 14th World Barista Championship winner

(2) International Beverage Business

We continued to strengthen and nurture our International
Beverage Business over the past year by harnessing synergies
with the Domestic Beverage Business. To that end, we have
adopted a holding company structure where the holding
company has direct control of overseas subsidiaries as we
build a solid business foundation to underpin future growth.
Although the business environment in the Turkish beverage
market is tough as a result of currency fluctuations and the
rising cost of importing materials, we remain convinced that
Turkey, with its increasing population—of which a significantly
large portion is the youth demographic—promises mid-to-long
range growth.
Meanwhile, our Turkish operation, which accounts for a large
part of our International Beverage Business, has restructured
its business model to enhance its value chain with a view to
future growth. Significant effort has been invested in expanding

Segment Information

Millions of yen

Net sales

Segment ROA

Segment profit or loss
Amount
FY2017
FY2016
(YoY)

FY2016

FY2017

5,542

1,584

3.6%

10.6%

FY2016

FY2017

Amount
(YoY)

128,278

126,712

(1,565)

3,958

International Beverage Business

16,735

18,547

1,811

(1,266)

(838)

428

ー

ー

Pharmaceutical-related Business

9,068

10,536

1,468

944

1,271

326

6.3%

7.5%

18,013

17,560

(453)

212

219

7

1.2%

1.2%

(695)

(673)

22

9

(1,303)

(1,313)

ー

ー

171,401

172,684

1,283

3,857

4,891

1,033

ー

ー

Domestic Beverage Business

Food Business
Adjustment
Total

Notes:
1. The reporting segments total sales amount includes internal sales between segments.
2. From this consolidated accounting period, with the transition to a holding company structure, the division of the reporting segments has changed.
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(3) Pharmaceutical-Related Business

In the Pharmaceutical-Related Business, DAIDO Pharmaceutical continues to research and develop a range of pharmaceuticals and other health and beauty products, and to manufacture
safe, reliable, needs-oriented products through a stringent
quality control regime and a robust production framework.
This segment has faced unfavorable market conditions in
recent years as the market for drinkable preparations has
shrunk with the aging of the core demographic of nutritional
drink users, but there are signs of an upturn, such as in the
increased demand for beauty tonics among foreign visitors to
Japan, which has in turn sparked growth in product orders for
export markets in their own countries.
Meanwhile, DAIDO Pharmaceutical seeks to position itself as
the overwhelming leader of the contract manufacturing industry
by maintaining and bolstering the capacity of its production
framework to manufacture safe products, developing an
organization-wide ability to design products that meet real
needs, and streamlining its production set-up so as to stay
ahead of the cost competition.
An overarching effort to offer products that meet specific
needs, combined with strong orders for products that gel with
health and beauty trends overseas, led to an expansion in new
orders in FY2017, as well as favorable carry-over orders for
existing products.

customer needs. For instance, we developed and launched the
Fruits & Beauty brand of healthy jellies aimed at the health and
beauty demographic.
Indeed, FY2017 was a year of ongoing companywide efforts
to ensure profitability amid a challenging climate through
production and procurement initiatives and strategic investment
in advertising to enhance the Tarami brand.

3. Cash Flow
Cash and cash equivalents increased 1,400 million yen
year-on-year to 47,520 million yen at the end of FY2017. Trends
in cash flow and the factors behind them are described below.
Cash provided by operating activities for the year totaled
14,308 million yen (15,390 million yen in FY2016), including
profit before income taxes of 4,865 million yen (up 81 million
yen year-on-year) and the listing of depreciation expenses in
accounts.
Cash used in investing activities for the year totaled 8,947
million yen (20,560 million yen in FY2016) as a result of cash
spent to acquire plant, property, equipment, and intangible
assets and investment securities.
Cash used in financing activities for the year totaled 3,843
million yen (9,445 million yen in FY2016) as a result of cash
spent on repaying long-term debt and lease obligations.

4. Financial Situation
(4) Food Business

In the Food Business, Tarami Corporation’s top share of the fruit
jelly market and its outstanding brand awareness and strength
ensured the company sustained its solid business foundation in
FY2017, but incessant competition means the environment is
increasingly tough.
We believe that, in order to achieve stable, sustained growth
in such conditions, it is vital to do whatever we can to improve
the value added, based on food safety. In FY2017, we made a
concerted effort to put our core management policy—Changing
ourselves through the customer’s viewpoint, changing
ourselves through innovation—into practice.
Guided by our basic philosophy of making a broad array of
products that offer surprise and wonder, we sought to grow our
customer base by catering to an increasingly diverse range of

Total assets were 171,147 million yen at the end of FY2017, up
7,277 million yen year-on-year as a result of increases in
securities and investment securities.
Liabilities were 80,219 million yen at the end of FY2017, up
2,042 million yen year-on-year as a result of increases in
deferred tax liabilities and income taxes payable.
Net assets were 90,927 million yen at the end of FY2017, up
5,234 million yen year-on-year as a result of increases in
retained earnings and valuation difference on available-for-sale
securities.
The major factor behind the increases in investment securities,
deferred tax liabilities, and valuation difference on available-forsale securities was the fluctuation in the share price of TCI, a
company in which DyDo has a stake.

Change in Cash Flow-related Indices
FY2016

FY2017

Capital adequacy ratio (%)

50.8

51.3

52.3

Market value-based capital
adequacy ratio (%)

51.8

60.5

56.6

3.0

2.5

2.5

32.9

33.8

51.3

Ratio of cash flow to
interest-bearing debt (annual)
Interest coverage ratio
(times)

Capital adequacy ratio = shareholder equity/total assets
Market value-based capital adequacy ratio = total market value of shares/total assets
Ratio of cash flow to interest-bearing debt = interest-bearing debt/cash flow
Interest coverage ratio = Cash flow/Interest payments
Notes:
1. All calculations are based on consolidated financial figures.
2. Calculations of the total amount of shares’ current market value are based on
issued share numbers, not including treasury stock. From this current consolidated
accounting period, company shares that are part of the Share Delivery Trust for
Officers are included in the excluded treasury stock figures.
3. Cash flow refers to operating cash flow as detailed in our consolidated cash flow
statement.
4. Interest-bearing debt refers to all debt on which interest is being paid included in
our consolidated balance sheet.
5. Interest payments refer to payment amounts as detailed in our consolidated cash
flow statement.
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For the year ending January 2019, we forecast sales of
175,220 million yen (up 1.5% year-on-year), and operating
profit of 5,740 million yen (up 17.4%) as a result of lower fixed
costs in the Domestic Beverage Business and improved
revenues in the Food Business. Ordinary profit is forecast at
5,725 million yen (up 6.4%), while the net profit attributable to
owners of the parent for this consolidated accounting period is
forecast at 3,640 million yen (up 45.4%), due to the elimination
of extraordinary losses of 516 million yen in FY2017.
We are forecasting an operating margin of 3.3% but will
strive for the 4% stated in the mid-term business plan through
further sales growth and cost controls.

5. Outlook
(1) Factors with Major Influence on Business Performance

Factors with a major influence on the DyDo Group’s business
performance are detailed on p. 39-41.
The three main influencing factors are:
• Lack of progress in improving unit selling prices in the
Japanese beverage market
• A trend toward increasing sales promotion costs to
sustain and expand supplies of products to stores
• A decreasing number of machines in the vending
machine market as a whole, and an ongoing trend toward
lower per-machine sales at vending machines
We at the DyDo Group are striving to stay ahead of these
external factors by, for instance in the Domestic Beverage
Business, implementing the policies set out in section 6. (1) to
further improve sales and streamline costs.

Major Foreign Exchange Rates Used in Forecast
1 Turkish lira = 30 yen (FY2017 rate: 30.78 yen)
1 Malaysian ringgit = 25 yen (FY2017 rate: 26.21 yen)

(2) Strategy and Outlook

6. Outlook by Segment

Since establishing a new group philosophy, group vision, group
slogan, and mid-term business plan (“Challenge the Next
Stage”) in 2014, we have spent the first four years of the plan
building a solid foundation for growth. Specifically, we have
been fostering a corporate culture of taking up challenges and
strengthening our governance system for supporting
transparent, fair, quick, and resolute decision-making.
Moreover, with the switch to a holding company structure in
January 2017, we seek to refresh our operations, including
group-based business management, rapid action to expand
business domains, and strengthening and nurturing the
International Beverage Business.
Moving forward, we will work with urgency to deal with the
issues identified over four years of our new set-up so that we
can create new corporate value for the next generation.

(1) Domestic Beverage Business

Amid concerns of a reignition of price competition, the various
players in the Domestic Beverage Business have released
ambitious sales targets, thus ensuring that competition will
remain severe in FY2018. At the DyDo Group, we will strive to
improve sales and rationalize costs by pursuing the following
core initiatives.
• Optimizing product lines to suit sales channels
characteristics
• Securing favorable locations with potential for stable sales
• Improving the productivity of our vending machine
operational set-up
• Improving the added value of vending machines for
customers

Factors Driving Increases/Decreases in Operating Profit (forecast)

Millions of yen

Operating margin 4%

Domestic Beverage Business YoY

+1,158

＋426
Decrease
in vending
machine
Decrease in gross profit fixed costs ＋184
Volume/cost/
＋1,101

(

unit price factors

)

(452)

＋158
＋325

International
Beverage

Other
changes
Reduction in
promotional/
advertising costs

(722)

(171)
Food
Pharmaceuticalrelated

Other
adjustments

5,740

4,891

YoY +849
FY2017 results
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products. At the same time, ongoing capital and human
resource investment will be geared to help revamp our revenue
structure so as to reinforce our business foundation.

(2) International Beverage Business

In Turkey, we will seek to take advantage of the flip side of lira
exchange rates to expand export operations and will pool our
resources around high-potential brands, including Saka, the
mineral water brand which, in light of the recent increase in
health-awareness, has high potential for growth. Meanwhile,
sustaining a certain level of profit and market presence has
become a priority issue in light of the introduction of a 10%
special consumption tax on carbonated beverages and
juice-flavored drinks in 2018.
In Malaysia, we will continue to rebuild our brand portfolio,
including the end of our handling of the Cheers brand of
carbonated drinks and leveraging DyDo’s Japanese product
development expertise to lend further impetus to the
development of new, high-quality products to meet the needs
of health-conscious consumers.
In Russia, in response to new tax legislation affecting sales,
including vending machines, due to come into effect in July
2018, it has become necessary to reevaluate the business. We
are currently reviewing vending machine locations on a wide
scale and conducting reforms to further improve their
operational level.

7. Management Vigilance and Policies
Recently, issues such as efforts to transform working styles
and raising productivity are headline news in Japan, and the
companies are preparing to adapt. These developments
represent a change in values as Japan seeks to remedy its
overly long work hours and alleviate the labor shortages likely
to occur as the nation’s elderly population swells and youth
population disappears.
Never before has a country faced such an aging of its
population; indeed, the Japanese government is saying that
we must now plan our lives based on the assumption that our
lifespan is 100 years. Amid such change, we at the DyDo
Group believe that it is vital to pool not only our tangible assets
but also our invisible assets for us to make a genuine
contribution to the healthy, rewarding society of tomorrow.
The market for healthy functional beverages and foods is
growing steadily and will surely continue to do so as
health-conscious lifestyle trends become popular in Japan and
around the world.
We at the DyDo Group view the healthcare market as the
next core target for growth, and we look forward to identifying
and overcoming the challenges to success in this segment.
In business, times of great change are times of great
opportunity, and we are making a concerted, groupwide effort
to realize this by continuing our dynamic efforts to take on new
challenges for sustainable future growth.

(3) Pharmaceutical-related Business

In this sector, we are planning to increase staff and capital
investment to handle a projected rise in orders. With the new
Kanto plant, which is scheduled to go into operation in 2020,
we continue to enhance our groupwide pursuit of needs-based
sales, and solid progress is being made on establishing a
product development and quality control regime.
(4) Food Business

In this segment, severe competition makes business
management a constant challenge. In FY2018, greater
emphasis on innovation and the customer’s viewpoint will
underpin efforts to promote the value of our brands and
Segment Forecasts

Millions of yen

Net sales
FY2017 results

FY2018 forecast

Segment profit or loss
Amount (YoY)

FY2017 results

FY2018 forecast

Amount (YoY)

127,070

358

5,542

6,700

1,158

International Beverage Business

18,547

19,410

863

(838)

(680)

158

Pharmaceutical-related Business

10,536

10,500

(36)

1,271

1,100

(171)

Food Business

17,560

18,850

1,290

219

645

426

(673)

(610)

63

(1,303)

(2,025)

(722)

172,684

175,220

2,536

4,891

5,740

849

Adjustment
Total
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Consolidated Financial Statement
Consolidated Balance Sheets
Millions of yen
As of January 20, 2017

As of January 20, 2018

Assets
Current assets
Cash and deposits

48,113

40,274

Notes and accounts receivable – trade

17,955

18,733

Securities

12,100

19,402

5,621

5,890

17

7

2,830

2,964

692

727

2,812

3,894

Deferred tax assets

701

781

Other

770

797

Allowance for doubtful accounts

(36)

(47)

91,578

93,426

Merchandise and finished goods
Work in process
Raw materials and supplies
Prepaid expenses
Accounts receivable – other

Total current assets
Non-current assets
Property, plant and equipment
Buildings and structures, net

5,898

5,813

Machinery, equipment, and vehicles, net

3,494

3,634

19,059

17,005

Land

4,381

4,427

Lease assets, net

3,128

2,321

273

312

36,236

33,514

Goodwill

7,188

6,236

Other

7,413

6,584

14,602

12,820

15,440

25,238

525

538

Lease and guarantee deposits

1,998

1,985

Net defined benefit assets

2,098

2,781

339

304

1,069

565

(18)

(28)

21,454

31,385

72,292

77,720

163,870

171,147

Tools, furniture, and fixtures, net

Construction in progress
Total property, plant and equipment
Intangible assets

Total intangible assets
Investments and other assets
Investment securities
Long-term prepaid expenses

Deferred tax assets
Other
Allowance for doubtful accounts
Total investments and other assets
Total non-current assets
Total assets
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Millions of yen
As of January 20, 2017

As of January 20, 2018

Liabilities
Current liabilities
Notes and accounts payable – trade

19,908

19,899

Current portion of long-term loans payable

6,935

4,735

Lease obligations

1,477

1,078

11,158

11,149

776

1,934

Accrued expenses

1,947

2,039

Provision for bonuses

1,112

1,098

Deferred tax liabilities

21

99

Accounts payable – other
Income taxes payable

Other

1,170

1,276

44,508

43,311

Bonds payable

15,000

15,000

Long-term loans payable

10,193

11,611

Lease obligations

1,642

1,260

Long-term guarantee deposited

Total current liabilities
Non-current liabilities

2,489

2,506

Net defined benefit liability

402

437

Provision for directors’ retirement benefits

178

183

Asset retirement obligations
Deferred tax liabilities
Other
Total non-current liabilities
Total liabilities

158

132

3,494

5,722

110

54

33,668

36,908

78,176

80,219

1,924

1,924

Net assets
Shareholders’ equity
Capital stock
Capital surplus
Retained earnings
Treasury stock
Total shareholders’ equity

1,084

1,031

80,835

82,346

(4)

(552)

83,840

84,749

3,292

8,330

Accumulated other comprehensive income
Valuation difference on available-for-sale securities
Deferred gains or losses on hedges

Remeasurements of defined benefit plans
Total accumulated other comprehensive income
Non-controlling interests
Total net assets
Total liabilities and net assets

228
(3,420)

347
(4,456)

140

473

241

4,694

1,611

1,484

85,693

90,927

163,870

171,147
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Consolidated Profit and Loss Statements
Millions of yen
From January 21, 2016
to January 20, 2017

Net sales

From January 21, 2017
to January 20, 2018

171,401

172,684

Cost of sales

81,947

83,420

Gross profit

89,454

89,263

Selling general and administrative expenses

85,596

84,372

3,857

4,891

Interest income

213

148

Dividend income

33

114

131

115

Operating profit
Non-operating income

Share of profit of entities accounted for using equity method

－

24

Other

472

612

Total non-operating income

851

1,016
313

Foreign exchange gain

Non-operating expenses
Interest expenses

457

Foreign exchange losses

172

－

Other

337

212

Total non-operating expenses
Ordinary profit

967

525

3,741

5,382

Extraordinary income
Gain on sales of investment securities

132

Gain on sales of investments in capital of subsidiaries and associates

433

－

－

－

Gain on bargain purchase

494

Total extraordinary income

1,060

－
431

Extraordinary expenses
Impairment loss

17

Loss on valuation of shares of subsidiaries and associates

－

84

Total extraordinary expenses

17

516

Profit before income taxes

4,784

4,865

Income taxes – current

1,419

2,608

Income taxes – deferred

213

(235)

Total income taxes

1,633

2,373

Profit

3,151

2,492

Loss attributable to non-controlling interests

(117)

Profit attributable to owners of parent

3,269

(11)
2,504

Consolidated Statement of Comprehensive Income
Millions of yen
From January 21, 2016
to January 20, 2017

Profit

From January 21, 2017
to January 20, 2018

3,151

2,492

2,370

5,038

Other comprehensive income
Valuation difference on available-for-sale securities
Deferred gains or losses on hedges
Foreign currency translation adjustment

683
(3,461)

118
(1,300)

Remeasurements of defined benefit plans, net of tax

252

332

Shares of other comprehensive income of entities accounted for
using equity method

(622)

149

Total other comprehensive income
Comprehensive income

(775)

4,339

2,375

6,832

2,770

6,957

Comprehensive income attributable to
Owners of parent
Non-controlling interests
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(394)

(124)

Consolidated Statement of Changes in Equity
From January 21, 2016 to January 20, 2017
Millions of yen
Shareholders’ equity
Capital stock

Balance at beginning of current period

Capital surplus

1,924

1,464

1,924

1,464

Treasury shares

79,076
(345)
78,731

Cumulative effects of changes in accounting policies
Restated balance

Retained earnings

Total shareholders’
equity

(4)

82,460
(345)
82,115

(4)

Changes of items during period

(994)
3,269
(170)

Dividends of surplus
Profit attributable to owners of parent
Change of scope of equity method
Change in ownership interest of parent due to transactions with non-controlling interests
Net changes of items other than shareholders’ equity

(994)
3,269
(170)

(379)
－
1,924

Total changes of items during period
Balance at end of current period

(379)

(379)
1,084

－
(4)

2,104
80,835

1,724
83,840

Accumulated other comprehensive income
Valuation
difference on
available-forsale securities

Balance at beginning of current period

Deferred gains Foreign currency Remeasurement
or losses on
translation
of defined
hedges
adjustment
benefit plans

Noncontrolling
interest

Total accumulated
other
comprehensive
income

924

(455)

383

(112)

740

1,979

924

(455)

383

(112)

740

1,979

Cumulative effects of changes in accounting policies
Restated balance

Total net
assets

85,181
(345)
84,836

Changes of items during period

(994)
3,269
(170)

Dividends of surplus
Profit attributable to owners of parent
Change of scope of equity method
Change in ownership interest of parent due to transactions with non-controlling interests
Net changes of items other than shareholders’ equity

(379)
2,367
2,367
3,292

Total changes of items during period
Balance at end of current period

683
683
228

(3,803)
(3,803)
(3,420)

252
252
140

(498)
(498)
241

(367)
(367)
1,611

(866)
857
85,693

From January 21, 2017 to January 20, 2018
Millions of yen
Shareholders’ equity
Capital stock

Balance at beginning of current period

Capital surplus

1,924

1,084

Retained earnings

Treasury shares

80,835

Total shareholders’
equity

(4)

83,840

Changes of items during period

(994)
2,504

Dividends of surplus
Profit attributable to owners of parent

(548)

Purchase of treasury shares
Change in ownership interest of parent due to transactions with non-controlling interests
Net changes of items other than shareholders’ equity
Total changes of items during period
Balance at end of current period

(994)
2,504
(548)

(53)
－
1,924

(53)
1,031

(53)
1,510
82,346

(548)
(552)

909
84,749

Accumulated other comprehensive income
Valuation
difference on
available-forsale securities

3,292

228

(3,420)

140

Total accumulated
other
comprehensive
income

241

Noncontrolling
interest

Total net
assets

1,611

85,693
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Balance at beginning of current period

Deferred gains Foreign currency Remeasurement
or losses on
translation
of defined
hedges
adjustment
benefit plans

Changes of items during period

(994)
2,504
(548)

Dividends of surplus
Profit attributable to owners of parent
Purchase of treasury shares
Change in ownership interest of parent due to transactions with non-controlling interests
Net changes of items other than shareholders’ equity
Total changes of items during period
Balance at end of current period

(53)
5,037
5,037
8,330

118
118
347

(1,036)
(1,036)
(4,456)

332
332
473

4,452
4,452
4,694

(127)
(127)
1,484

4,324
5,234
90,927
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Consolidated Statement of Cash Flows

Millions of yen
From January 21, 2016
to January 20, 2017

From January 21, 2017
to January 20, 2018

Cash flows from operating activities
Profit before income taxes
Depreciation
Amortization of goodwill

4,784

4,865

12,611

11,860

480

469

Increase (decrease) in provision for directors’ retirement benefits

4

5

Increase (decrease) in allowance for doubtful accounts

4

18

Increase (decrease) in provision for bonuses
Interest and dividend income

80

(14)

(246)

(263)

Interest expenses

457

313

Share of (profit) loss of entities accounted for using equity method

(131)

(115)

Impairment loss

17

431

Gain on bargain purchase

(494)

－

Loss (gain) on sales of securities

(132)

(9)

Loss (gain) on sales of investments in capital of subsidiaries and associates

(433)

－

－

84

(1,673)

(1,022)

(372)

(566)

Increase (decrease) in notes and accounts payable – trade

1,179

218

Increase (decrease) in accounts payable – other

1,672

34

(965)

(863)

Loss (gain) on valuation of shares of subsidiaries and associates
Decrease (increase) in notes and accounts receivable – trade
Decrease (increase) in inventories

Decrease (increase) in other assets
Increase (decrease) in other liabilities
Subtotal

320

401

17,162

15,848

Interest and dividend income received

314

300

Interest expenses paid

(453)

(279)

Income taxes paid
Net cash provided by (used in) operating activities

(1,713)

(1,561)

15,309

14,308

Cash flows from investing activities
Payments into time deposits
Proceeds from withdrawal of time deposits
Purchase of securities
Proceeds from sales and redemption of securities
Purchase of property, plant and equipment and intangible assets
Proceeds from sales of property, plant and equipment
Purchase of investment securities
Proceeds from sales and redemption of investment securities
Purchase of shares of subsidiaries resulting in change in scope of consolidation
Proceeds from sales of investments in capital of subsidiaries and associates
Other
Net cash provided by (used in) investing activities

(10,264)

(9,422)

6,993

10,325

(6,100)

(1,800)

11,485

3,900

(8,447)

(8,913)

371

123

(1,255)

(3,978)

1,083

878

(14,671)

－

300

－

(57)

(60)

(20,560)

(8,947)

Cash flow from financing activities
Proceeds from long-term loans payable

3,951

12,637

Repayment of long-term loans payable

(8,372)

(13,310)

Repayment of lease obligations

(2,077)

(1,571)

(994)

(994)

Cash dividends paid
Dividends paid to non-controlling interests
Payments from changes in ownership interests in subsidiaries that do not result in
change in scope of consolidation
Purchase of treasury shares

(52)

(55)

(1,900)

－

－

(548)

Net cash provided by (used in) financing activities

(9,445)

(3,843)

Effect of exchange rate change on cash and cash equivalents

59

(81)

(117)

Net increase (decrease) in cash and cash equivalents

(14,777)

1,400

Cash and cash equivalent at beginning of period

60,898

46,120

Cash and cash equivalent at end of period

46,120

47,520
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Segment Information
From January 21, 2016 to January 20, 2017
Millions of yen
Reporting segments
Domestic
Beverage
Business

International
Beverage
Business

PharmaceuticalRelated Business

Adjustments*

Consolidated
financial
statement
amount
recorded*2

1

Food Business

Total

Net sales

128,166

16,735

8,526

17,972

171,401

－

171,401

111

－

541

41

695

(695)

－

128,278

16,735

9,068

18,013

172,096

(695)

171,401

3,958

(1,266)

944

212

3,848

9

3,857

110,241

21,744

14,962

17,395

164,342

(472)

163,870

10,643

907

430

632

12,613

(2)

12,611

－

182

－

298

480

－

480

Gain on bargain purchase

－

494

－

－

494

－

494

Impairment loss

17

－

－

－

17

－

17

Amount invested in entities accounted for
using equity method

523

2,014

－

－

2,538

－

2,538

Increase in property, plant and equipment,
and intangible assets

7,081

7,106

423

742

15,354

(0)

15,353

Sales to external customers
Internal sales or transfers between
segments
Total
Segment profit or loss
Segment assets
Other items
Depreciation
Amortization of goodwill

Notes
1. T
 he adjustment of 9 million yen posted in segment profit or loss consists of 7 million yen in eliminated transactions between segments and a 2 million yen adjustment in
inventory.
The adjustment in segment assets figure of negative 472 million yen consists of negative 404 million yen in eliminated transactions between segments, a 25 million yen
adjustment loss in inventory, and a 42 million yen adjustment loss in non-current assets.
The depreciation cost adjustment figure of negative 2 million yen consists of a 2 million yen adjustment loss in non-current assets.
The amount increase in property, plant and equipment assets and intangible assets of negative 0 million yen includes a 0 million yen adjustment loss in non-current assets.
2. Segment profit or loss is adjusted by taking into account operating profit in consolidated profit and loss statements.

From January 21, 2017 to January 20, 2018
Millions of yen
Reporting segments
Domestic
Beverage
Business

International
Beverage
Business

PharmaceuticalRelated Business

Adjustments*

Consolidated
financial
statement
amount
recorded*2

1

Food Business

Total

Net sales
Sales to external customers
Internal sales or transfers between
segments
Total
Segment profit or loss
Segment assets

126,601

18,547

10,020

17,515

172,684

－

172,684

111

－

516

45

673

(673)

－

126,712

18,547

10,536

17,560

173,357

(673)

172,684

5,542

(838)

1,271

219

6,194

(1,303)

4,891

52,219

20,717

17,001

17,791

107,730

63,417

171,147

9,246

918

517

656

11,338

521

11,860

Other items
Depreciation

－

171

－

298

469

－

469

－

431

－

－

431

－

431

Amount invested in entities accounted for
using equity method

530

2,249

－

－

2,780

－

2,780

Increase in property, plant and equipment,
and intangible assets

6,505

842

1,248

469

9,066

394

9,461
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Amortization of goodwill
Impairment loss

Notes
1. T
 he segment profit or loss adjustment figure of negative 1,303 million yen consists of the company-wide costs of negative 2,867 million yen not allocated to each reporting
segment, 1,570 million yen in eliminated transactions between segments, and a 6 million yen adjustment loss in inventory. As a holding company, most of the companywide costs are group management costs.
The adjustment in segment assets figure of 63,417 million yen consists of company-wide assets of 113,994 million yen not allocated to each reporting segment, negative
19,066 million yen in eliminated transactions between segments, negative 31,438 million yen in eliminated investments and capital offsetting, a 31 million yen adjustment
loss in inventory, and a 39 million yen adjustment loss in non-current assets. As a holding company, most of the company-wide assets are concerned with the company.
The depreciation cost adjustment figure of 521 million yen consists of a 2 million yen adjustment loss in non-current assets, and company-wide costs of 524 million yen.
As a holding company, most of the company-wide costs are group management costs.
The amount increase in the property, plant and equipment assets and intangible assets adjustment figure of 394 million yen consists of 394 million yen of company-wide
assets. As a holding company, most of the company-wide assets are concerned with the company.
 egment profit or loss is adjusted by taking into account operating profit in consolidated profit and loss statements.
2. S
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Status of Shares / Rating Information / Corporate Bond Information

(as of January 20, 2018)

Status of Shares
■ Total Shares / Number of Shareholders

Number of Shareholders by Shareholder Category
Other corporations
in Japan
0.48%
(143)

Authorized number of shares: 50,000,000
Number of shares outstanding: 16,568,500
Minimum trading unit: 100 shares

NonJapanese
0.62%
(184)

Securities
companies
0.08%
(23)

Number of shareholders: 29,626
Financial
institutions
0.09%
(25)

■ Major Shareholders

Total
shareholders

29,626

Number of
shares

Percentage of
voting rights (%)

HighWood Co., Ltd.

2,470,800

14.91

Santomi

2,011,600

12.14

Taita Corporation

738,100

4.45

Tomihiro Takamatsu

495,000

2.98

Tomiya Takamatsu

495,000

2.98

Akira Takamatsu

494,000

2.98

Tamon Takamatsu

480,800

2.90

Other corporations
in Japan
38.44%
(6,368,782)

Shareholder name

Japan Trustee Services
Bank, Ltd. (Trust Account)

400,700

2.41

Japan Trustee Services
Bank, Ltd. (Trust Account 9)

286,300

1.72

Lemongas Kagoshima
Co., Ltd.

250,000

1.50

Treasury
stock
0.00%
(1)

Individuals/Other
98.73%
(29,250)

Number of Shares by Shareholder Category
Securities
companies

Treasury stock

Non-Japanese 0.70%
(116,345)
9.90%

0.00%
(950)

(1,639,826)

Individuals/Other
39.68%
(6,574,147)

Total shares

16,568,500

Financial institutions
11.28%
(1,868,450)

■ Trends in Stock Price and Turnover
Stock price (yen)

Trading volume (thousand shares)
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■ Rating Information

■ Corporate Bond Information

The DyDo Group has been given the following rating by the
credit rating agency listed below.
(as of August 2, 2017)

Description

First unsecured straight bond
(with a limited inter-bond pari passu
ranking clause)

Date of issue

October 16, 2015

Total amount issued

¥15 billion

Interest rate

0.341% (per year)

Redemption date

October 16, 2020

Rating agency

Rating

Outlook

Japan Credit Rating Agency, Ltd. (JCR)

A-

Stable
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Corporate Data / Group Companies

(as of January 20, 2018)

Corporate Data
Fiscal Year

From every January 21 to January
20 of the following year

530-0005, Japan

Paid-in Capital

1,924 million yen

Representative

President and Representative Director
Tomiya Takamatsu

Stock Exchange Listing Tokyo Stock Exchange, 1st Section
Securities Code

2590

Established

January 27, 1975

Number of Employees

Consolidated: 3,771

Company Name

DyDo Group Holdings, Inc.

Head Office

2-2-7 Nakanoshima, Kita-ku, Osaka

Group Companies
■ Domestic Beverage Business
DyDo DRINCO, INC.
Business Outline
Location

Equity Method Affiliate

Equity Method Affiliate

Consolidated Subsidiary

Production of soft drinks, etc.
Istanbul, Turkey

Bahar Su Sanayi ve Ticaret A.Ş.

Consolidated Subsidiary

Production of soft drinks, etc.
Istanbul, Turkey

İlk Mevsim Meyve Suları Pazarlama A.Ş.
Business Outline
Location

DyDo DRINCO TURKEY İçecek Satış ve Pazarlama A.Ş.
Business Outline
Location

Sales of soft drinks, etc.
Istanbul, Turkey

Consolidated Subsidiary

Mavidağ Gıda Pazarlama Sanayi ve Ticaret Ithalat Ihracat A.Ş
Business Outline
Location

Manufacture and sales of mineral water
Muğla, Turkey

Equity Method Affiliate

Sales of soft drinks, etc.
Sawa, Gunma

■ Pharmaceutical-Related Business
DAIDO Pharmaceutical Corporation

DyDo Group Holdings Website Information
URL

Consolidated Subsidiary

Production of soft drinks, etc.
Istanbul, Turkey

Non-consolidated Subsidiary

Sales of soft drinks, etc.
Akita

Gunma-DyDo Corporation
Business Outline
Location

Equity Method Affiliate

Equity Method Affiliate

Manufacture and sales of chilled drinks and soft drinks, etc.
Johor Bahru, Malaysia

Della Gıda Sanayi ve Ticaret A.Ş.

Business Outline
Location

Sales of soft drinks, etc.
Nankoku (registered location: Kochi), Kochi

Akita-DyDo Corporation
Business Outline
Location

Consolidated Subsidiary

Consolidated Subsidiary

Sales of chilled drinks and soft drinks, etc.
Johor Bahru, Malaysia

MDD Beverage Sdn. Bhd.

Business Outline
Location

Manufacture and sales of soft drinks, etc.
Muroto, Kochi

DyDo-Takenaka Vending, Inc.
Business Outline
Location

Consolidated Subsidiary

Consolidated Subsidiary

Sales of soft drinks, etc.
Moscow, Russia

DyDo Mamee Distribution Sdn. Bhd.
Business Outline
Location

Business Outline
Location

Sales of soft drinks, etc.
Shimotsuga, Tochigi

DyDo-Takenaka Beverage, Inc.
Business Outline
Location

Consolidated Subsidiary

Sales of soft drinks, etc.
Yonago, Tottori

DyDo DRINCO Service Kanto, Inc.
Business Outline
Location

Consolidated Subsidiary

Consolidated Subsidiary

Sales of soft drinks, etc.
Shanghai, China

DyDo DRINCO RUS, LLC
Business Outline
Location

Sales of soft drinks, etc.
Fukuroi, Shizuoka

DyDo West Vending, Inc.
Business Outline
Location

Consolidated Subsidiary

Business processing services for the Group
Osaka

DyDo Beverage Shizuoka, Inc.
Business Outline
Location

Shanghai DyDo DRINCO, Inc.
Business Outline
Location

Contract sales of soft drinks, etc.
Osaka

DyDo Business Service, Inc.
Business Outline
Location

Consolidated Subsidiary

Sales of soft drinks, etc.
Osaka

DyDo Beverage Service, Inc.
Business Outline
Location

■ International Beverage Business

https://www.dydo-ghd.co.jp/en

Location

Consolidated Subsidiary

Sales and production of drinkable preparations
(medicines, quasi-medicines, soft drinks), etc.
Katsuragi, Nara

■ Food Business
Tarami Corporation
Business Outline
Location

Consolidated Subsidiary

Sales and production of fruit dessert jellies, etc.
Nagasaki

Shunnotoki Inc.
Business Outline
Location

Financial/Corporate Information

In order to provide the latest news to our shareholders and
investors in a timely manner, we are committed to IR
activities through our website.

Business Outline

Consolidated Subsidiary
Sales of fruit dessert jellies, etc.
Isahaya, Nagasaki
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Offering delicious products
for sound mind and body

DyDo Group Holdings, Inc.
2-2-7 Nakanoshima, Kita-ku, Osaka, Japan 530-0005
https://www.dydo-ghd.co.jp/
For inquiries regarding this report, please contact:
Corporate Communication Department
ir_info@dydo.co.jp

The plans, future projections and strategies for the DyDo Group
stated in this report, with the exception of past or current facts, are
projections of our future performance, and are based on the
judgment and postulations of our management team based on the
information available on March 2, 2018. Accordingly, the actual
performance may differ greatly from these due to unforeseen
factors, the economic situation and other risks. This document is
not intended to solicit any investment. Please use your own
judgment when making investment decisions.

