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Presentation
Takamatsu: I am Takamatsu, President. Thank you very much for your help.
In order to prevent the spread of the new coronavirus infection, we have called off the presentation of our
financial results and press conference. We sincerely apologize for the short notice.
I would like to report on our financial results for the fiscal year ended January 20, 2020 in the form of a
video distribution.

Now, please see page two.
Today, I will explain again the Group Mission 2030 and Mid-term Business Plan 2021, which we have been
working on since FY2019. After that, we will explain our financial results for FY2019, and then our financial
results forecasts for FY2020, including a summary of our business segments. Finally, I would like to explain
our initiatives to increase corporate value over the medium- to long-term.
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I would like to explain the Group Mission 2030 and the Mid-term Business Plan 2021. Go to page four.
The slide shows the Group Philosophy and Group Vision established in 2014, when I became President. We
believe that the raison d'etre of DyDo Group lies in striving for coexistence and co-prosperity with our
stakeholders, continuing to take on new challenges, and offering "delicious products for sound mind and
body" to the customers who favor our vending machines and products.
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See page five.
We have provided a system that enables customers to purchase these products at any time in the nearest
place to them. The first business of our Group was the drug for household delivery business. Since then, the
places where we sell our products and the products we handle have changed, but the vending machine
business now has something to do with the drug for household delivery business, and in that sense, our
business model has not changed.
As we develop our business, we will continue to provide what customers want (“delicious products for
sound mind and body”) to more convenient locations in the optimal way. Our mission is to accomplish this
in a way that matches the times ahead.
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Based on this philosophy, we formulated the Group Mission 2030, "For DyDo Group to create enjoyable,
healthy lifestyles for people around the world," on page six.
Going forward, the aging of the population will continue in Japan. We believe that a healthy life will enrich
our long life. We believe that DyDo Group's mission is to create new products and services that help
improve health by leveraging the latest technologies and through greater co-existence and co-prosperity
with our business partners.
Looking at the world, the challenges to realize a sustainable society, such as the issue of climate change, are
becoming increasingly serious. We aim to contribute to the happiness and soundness of people around the
world by becoming a first mover that brings about changes in people's behavior around the world and helps
resolve social issues.
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The slide on page seven shows the business portfolio we aim to achieve by 2030 based on such a thinking.
As our corporate social responsibility increases, we believe that the barriers between the Group's business
categories of beverages, foods, and pharmaceuticals will become even lower over the next decade.
The domestic beverage business will continue to be the core business. However, by acquiring new health
care-related businesses, we will fuse these businesses, create new markets, and build a second earnings
pillar in the non-drink businesses.
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See page eight.
To this end, we have drawn up a roadmap that divides the 12-year period ending in 2030 into three stages.
The environment surrounding the vending machine business, the Group's core business, is extremely severe.
At this rate, it is inevitable that profits will gradually decline as indicated by the gray line. Based on this
assumption, we have positioned the three-year period from FY2019 as the stage for strengthening the
foundations and investing and are currently implementing the Mid-Term Business Plan 2021.
Profits will temporarily decline, but we will make up-front investments aimed at realizing sustainable growth.
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The investment plan is shown in the slide on page nine.
We assume a maximum investment of JPY45 billion over the three years. Our basic approach is to invest
JPY36 billion of the surplus funds on the balance sheet in new businesses, and to reinvest JPY40 billion of
operating cash flow generated over the three years from existing businesses in existing businesses.
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The progress of the Mid-Term Business Plan positioned as the stage for strengthening the foundations and
investing is described on page 10.
In the first year of the Mid-Term Business plan, the domestic beverage business faced tough conditions, but
the profitability of the food business and the Turkish business improved and the international beverage
business became poised to return to profitability. There are many initiatives that we are making steady
progress toward raising corporate value over the medium to long term.
I will explain the details of each of these initiatives. Those that have produced results are marked with a
circle, and those that have unfortunately not achieved them are marked with a cross. Those that have not
yet achieved results, but are making steady progress, are marked with a triangle.
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The results for FY2019, the first year of the current Mid-Term Business Plan 2021, are shown on page 11.
Capital expenditures amounted to approximately JPY16.5 billion. These expenditures consisted of normal
capital expenditures for existing businesses and growth investments for Daido Pharmaceutical's new Kanto
plant.
On the other hand, operating cash flow improved from the previous fiscal year, but remained at
approximately JPY11.4 billion. We need to further improve our operating cash flow, which is the source of
funds for growth investments aimed at enhancing corporate value over the medium to long term.
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Major achievements and issues in the first year of Mid-Term Business Plan 2021 are summarized on page 12.
At the end of the first year of the Mid-Term Business Plan, we feel that the environment surrounding the
beverage and vending machine markets is changing at a faster pace.
Especially in the vending machine industry, the total number of units in the overall vending machine market
has turned downward, partly due to the shortage of personnel in charge of vending machine operations.
The continued decline in sales per unit of vending machines also has a major impact on performance in the
fiscal year under review.
There are three major issues for future growth. In particular, we believe that strengthening the foundations
for restoring profitability in the domestic beverage business, which is the source of the Group's cash flow, is
an urgent issue.
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Next, I will explain the financial results for FY2019. Please refer to page 14.
In FY2019, consolidated net sales decreased 1.9% YoY to JPY168.2 billion. This was due to sluggish sales
volume in the domestic beverage business, which was adversely affected by weather factors such as
unseasonable summer weather, typhoons in autumn, and warm winter. Although there were significant
results in improving profitability in the food business and the Turkish beverage business, the struggle in the
domestic beverage business had a major impact. As a result, operating profit declined 52.3% YoY to JPY2.9
billion. Ordinary profit declined 52.4%, to JPY2.8 billion.
Profit attributable to owners of parent decreased 53.9% YoY to JPY1.7 billion. This was mainly due to the
recording of extraordinary retirement allowances for domestic beverage business arising from the
implementation of life shift support measures aimed at revitalizing the organization through the change of
generations, as well as expenses related to business restructuring, such as the liquidation of subsidiaries and
affiliates related to the Russian business.
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Please refer to page 15.
Prior to the announcement of the financial results today, the Company announced the revision of the
financial results forecast the other day. The reason for this was that there were factors that would cause a
significant decline in profits in the 4Q, including those originally planned.
The main factor is that canned coffee, our mainstay product, struggled due to a warm winter, amid the
continuing downtrend due to a decline in the number of vending machines. In the international beverage
business, as I will explain in detail, there were considerable costs associated with the restructuring of
operations in Malaysia.
In the pharmaceutical business, depreciation expenses have risen sharply since the 4Q, due to the
completion of the Kanto plant.
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The results by segment shown on page 16.
In the international beverage business, sales decreased in yen terms, due to the impact of exchange rate
fluctuations in Turkish lira but grew steadily on a local currency basis.
In addition, in line with the commencement of operations in the orphan drug business, the other business
category has been newly added from Q3.
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I would like to explain in detail the factors behind the change in operating profit for the full fiscal year.
Please refer to page 17.
In the domestic beverage business, a decrease in sales volume due to unseasonable weather and a decrease
in the number of vending machines had a significant impact on profits. In order to strengthen the
foundations of our vending machine business, we are investing in growth, such as IoT investments in human
resources and vending machines. As expected, however, we control this within the range of fixed cost
reductions through reviewing the procurement methods of vending machines that we have been promoting
in the past.
In the pharmaceutical-related business, the increase in preparatory costs for the completion of a plant and
other projects was a factor behind the YoY decrease in profit.
On the other hand, we posted a smaller loss in the international beverage business, and profitability
improved in the food business. We believe these were major achievements.
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On page 18, I will explain the difference from the initial plan.
Sales volume in the domestic beverage business was the main factor behind the difference from the plan. In
addition, while the vending machine channel struggled, sales promotion expenses linked to sales rose, due
to strong performance in the distribution channel. The greater-than-expected rise in logistics costs was also
a factor.
In the pharmaceutical-related business, we were unable to secure profits of the initial forecast because
gross profit decreased, due to changes in the product mix of orders received, due to the impact of the
revision of the EC Law in China.
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Please refer to page 19.
Under the current Mid-Term Business Plan, we are focusing on balancing strengthening our foundation
through improved earnings and strategic investments for growth. As a result, management of our balance
sheet and cash flow is becoming more important than ever.
At the end of the fiscal year under review, property, plant and equipment increased substantially, due to
capital expenditures such as the construction of the Kanto plant of DAIDO Pharmaceutical, which is
responsible for the pharmaceutical-related business. The decrease in net assets was mainly attributable to a
decrease in unrealized gains on available-for-sale securities, due to changes in the market value of shares of
TCI in Taiwan, the Company's investee.
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The table on page 20 shows the major changes in free cash flow.
As mentioned earlier, while the improvement in the operating cash flow was small, the expenditure for the
construction of the Kanto plant of DAIDO Pharmaceutical has increased dramatically. Tarami Corporation,
which operates the food business, is steadily investing in the growth of existing businesses, such as capital
investment to save labor at plants.
The operating results in the fiscal year under review were extremely severe, but the issues to be addressed
for the recovery of performance are clear.
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From now on, I will explain our full-year earnings forecasts for FY2020 and strategies for each business
segment going forward. Go to page 22.
First, the major measures to be implemented this year are outlined here. In line with the basic policy of the
Mid-Term Business Plan 2021, we will strive to maximize cash flow by improving earnings in existing
businesses and promote growth strategies.
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The slide on page 23 shows the full-year earnings forecast.
Consolidated net sales are forecast to increase 0.4% YoY to JPY169 billion. We expect operating profit for
existing business segments to increase by JPY1.07 billion from the fiscal year under review.
On the other hand, the Company has set a large budget for implementing growth strategies in the
healthcare field, so the consolidated operating profit is expected to decline 20.5% YoY to JPY2.3 billion.
The impact of the spread of the new coronavirus infections on business results is not factored into the
earnings forecasts because it is difficult to quantify them at this point in time.
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In the current fiscal year, we will allocate funds to investments in new business domains such as healthcare.
Accordingly, we expect capital investment in existing businesses to decline substantially, compared with the
previous fiscal year.
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Please refer to page 25. This page shows the reasons for the increase or decrease in operating profit,
compared to the fiscal year under review.
In the domestic beverage business, we expect to increase costs by strengthening the development of new
vending machines to restore profitability and aggressively hiring personnel to achieve this. However, these
costs are expected to be absorbed by the effects of the reduction in fixed costs for vending machines that
we have implemented so far, and profits are expected to increase due to the increase in sales.
In the international beverage business, in addition to the growth of the Turkish beverage business, we plan
to increase profits by promoting the transformation of the Malaysian business. As a result, we expect to
achieve profitability in the overseas segment as a whole, one of the targets of the current Mid-Term
Business plan.
In the pharmaceutical-related business, operating profit is expected to decrease in accounting terms due to
an increase in depreciation expenses related to the new plant, but to improve on a cash flow basis.
For the food business of Tarami, which was very strong in the fiscal year under review, we aim to further
improve profits.
As I mentioned earlier, we expect profit to improve on an existing business basis. However, because we
have set a large budget for implementing growth strategies in the healthcare field, we expect profit to
decrease on a consolidated basis.
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From here on, we will discuss in more detail each segment. Please refer to page 26.
In the domestic beverage business, we are focusing on reinforcing the foundations of the vending machine
business to restore profitability. To establish a dominant position in the vending machine market, which is
one of our strengths, we must transform ourselves at a pace that transcends market changes. We view this
fiscal year as a crucial point and will work even faster than in the past.
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Go to page 27.
Our current challenge is, first and foremost, to strengthen the development of new installation locations for
vending machines and maintain the number of vending machines installed. Through in-house training and
other means, we are steadily improving the skills of sales representatives, improving development efficiency
per employee, and steadily increasing the ratio of installations in highly profitable locations such as offices
and factories.
On the other hand, the number of vending machines in the overall market continued to trend downward,
resulting in a decrease in the total number of vending machines. We need to recover the number of vending
machines by improving the skills of our sales staff and increasing the number of new contracts per employee,
at the same time by further strengthening our sales structure. We will prioritize these efforts and work with
a sense of urgency.
We need to make steady efforts for operational reforms to establish a dominant position in the vending
machine market. One of the major challenges facing the industry is the shortage of labor to handle vending
machine operations, which is a factor behind the decline in the number of vending machines.
To resolve this, we must not only secure sufficient operating personnel, but also build a system that
maintains our vending machine network even if the number of employees decreases by increasing the
number of machines per employee while utilizing new digital technologies.
Based on the online vending machines, we will build a smart operation system and establish a dominant
position in the industry by making the most of the know-how we have cultivated through vending machines
as our main sales channel and promoting improvements at the field level.
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Please refer to page 28.
In terms of products, we will implement product strategies to maximize sales. In recent years, canned coffee,
our mainstay product, has continued to struggle, but from a different perspective, it can be said that sales of
rehydrating beverages have been growing. In fact, tea beverages are growing both in vending machines and
in distribution channels.
For this reason, in the vending machine channel, in addition to the introduction of new PET coffee, we will
strengthen our product lineup to meet the needs of rehydrating beverages, including the renewal of water
and near water, and the launch of unsweetened tea. At the same time, we will aim to maximize sales by
optimizing the set for each vending machine according to the needs of each location.
Regarding the distribution channel, I feel that we have established a position as a second opinion
manufacturer that contributes to resolving customer issues by offering fine-tuned proposals tailored to each
chain and region that can only be achieved by a small and flexible company, rather than by competing with
mega-manufacturers in terms of price.
One of the products that functions as a strategic product is the "Calorie Limit For the Mature Aged" series,
developed jointly with FANCL Corporation. In the current fiscal year, we will focus on creating products of
choice, even in the highly competitive distribution channel, such as Oolong tea.
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Please refer to page 29.
The mail-order sales channel for supplements and health foods, which began in 2012, is also growing
steadily. This business turned to profitability in FY2018 and steadily contributed to profits in FY2019. We
believe it is a business that is expected to continue to grow, despite the challenge of fostering the second
product next to our core product, Locomo Pro.
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Next, I will explain the international beverage business. Please refer to page 30.
In the international business, we aim to achieve a profit for the entire segment through steady growth in the
Turkish business and reform of the Malaysian business.
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First, I would like to explain about the Turkish business. Please refer to page 31.
Although sales and profits declined on a yen basis, due to the impact of the weak Turkish lira, sales on a
local currency basis rose 14% YoY. Our brand recognition in the market is rising, and we are performing
better than in the beverage industry as a whole.
However, in Turkey, where the economy is entering a recession, it is becoming increasingly difficult to
maintain such a high growth rate. We will aim for further sales growth by expanding our export business
while continuing to aim for steady growth in Turkey. To this end, we established sales bases in the United
Kingdom and Moscow in the fiscal year under review.
To the United Kingdom, we have been exporting mainly our mineral water brand, Saka, for more than 15
years. Because of its slightly higher pH, it has gained recognition as a healthy and delicious water rather than
a Turkish brand. Previously, sales were conducted through distributors, but last year we established a local
subsidiary in the United Kingdom to further expand our business under a direct sales system.
Exports not only to the United Kingdom, but also to other European countries such as Germany, are well
established. By fostering the export ratio from the current 10% to 20% to 30% of total sales in Turkey, we
will enhance our currency resilience and increase sales and profits.
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Next, see page 32.
The second major initiative in the current fiscal year is the Malaysian beverage business.
In the Malaysian beverage business, we had operated joint venture with a major local confectionery
manufacturer, but we had been unable to implement reforms as we anticipated. As shown on the slide, we
had gradually increased our equity stake, dissolved the joint venture last fall, and started operations under
our 100% own management.
This period is a year of the second foundation. Last year, we began launching new products that combine
the know-how cultivated by DyDo Group with the opinions of local staff. Our challenge is to steadily
generate sales from these products.
In the latter half of the fiscal year under review, in particular in Q4, we incurred a considerable amount of
costs in order to increase the delivery and recognition of these products. However, we are beginning to see
results, to the extent that demand overwhelms supply for some products.
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Please refer to page 33, the pharmaceutical-related business, which DAIDO Pharmaceutical is responsible
for.
Daido Pharmaceutical is specialized in contract manufacturing of nutritional drinks and beauty drinks in
bottles. As one of the top manufacturers in the field of contract manufacturing, its pipeline with domestic
pharmaceutical and cosmetics manufacturers, which it has cultivated as a contract manufacturer, has
become a major asset of the Group. In order to make this asset highly competitive in the future, we will
optimize production efficiency with a system of two bases and four plants.
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Please refer to page 34.
In September of last year, we established a new production line for pouch-type products at the Nara plant,
where our headquarters is located, and this line has been in operation since February this year. In October
last year, we completed construction of the Kanto plant, our second base, in Tatebayashi City, Gunma
Prefecture.
As a result, Daido Pharmaceutical now has three plants for bottles and one plant for pouch products in the
Kanto and Kansai regions. With regard to pouches for pharmaceuticals and quasi-drugs, for which there are
still only a limited number of contract manufacturers in Japan, our business partners are keenly interested,
and we are strengthening sales to maximize business opportunities.
At the Kanto plant, we are moving ahead with tests and other initiatives aimed at full-scale operation in May.
In the current fiscal year, expenses will emerge, but we will make steady preparations for smooth
operations.
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Next, we were able to significantly improve the profitability of the food business of Tarami, which we have a
top share in the dry jelly market, in the fiscal year under review. The launch of a new pouch jelly helped to
secure a new customer base and contribute to sales growth. In addition, in the mainstay cup jelly business,
profit improved significantly by strategically expanding sales of products centered on the mid-price range.
In the current fiscal year, we will continue to improve productivity throughout the value chain with the aim
of further improving profitability. Within the Company, I feel that reforms from various aspects, such as
costs and business processes, are being advanced, and the awareness and motivation of employees are
increasing, which is also the foundation that supports the strong performance.
Although the hurdles we must overcome this fiscal year will be even higher than in the past, we will
continue to strive to increase the value of the Tarami brand. At the same time, we will strive to further
improve profitability through the strong awareness of each employee, as well as to take on the challenge of
entering businesses that transcend market boundaries and pursue other multifaceted initiatives, with the
aim of achieving further growth.
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Finally, I would like to report on the progress of our growth strategy in the healthcare field. Please refer to
page 36.
DyDo Pharma Inc. was established in January last year and commenced operations in August in order to
conduct the orphan drug business. In this business, rather than developing new drugs on our own, our basic
business model is to introduce drugs that have not yet entered Japan, even though clinical trials and
approvals are progressing overseas.
We are actively recruiting experienced external personnel in the pharmaceutical industry and are currently
seeking seeds. From Q3 of the fiscal year under review, this business is presented as the other segment.
We are also continuing to consider M&A to build a second pillar. We will continue to conduct surveys and
studies targeting areas of high synergy with Daido Pharmaceutical.
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Page 37 shows net sales and operating profit for each quarter.
The beverage and food businesses are particularly susceptible to seasonal fluctuations, so please refer to
this report for reference.
Finally, I would like to explain how we are improving corporate governance in order to increase corporate
value over the medium- to long-term.
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First, I would like to talk about the realization of the system that was aimed at in the past year. Please refer
to page 39.
First, in January last year we established an Advisory Board as an advisory body to the President. We have
invited three outside experts who are not outside directors and outside statutory auditors. We receive
evaluations and advice from an objective standpoint on projects that require advanced expertise, such as
making investment decisions regarding the orphan drug business.
In addition, we have established this committee to incorporate external perspectives into the execution of
our strategies, such as recommendations on the Group's management issues, and to further enhance
management transparency.
The Group ESG Committee is responsible for identifying and sharing risks and business opportunities arising
from medium- to long-term changes in the business environment, from the viewpoint of the environment,
society, and governance, and for promoting Group-wide ESG management, in cooperation with the Group
Risk Management Committee. Through these efforts, the ESG Committee aims to meet the expectations of
stakeholders.
The ESG Committee is also responsible for implementing the Group ESG Program, which is incorporated into
more specific activities and KPIs, in realizing Group Mission 2030.
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For information on the Group ESG Program, see page 40.
The Group ESG Program was formulated over the past year primarily by two young staff members. We have
identified social issues closely related to the Group, including interviews with Group companies, grasped
stakeholders' expectations, and identified candidates for priority issues.
Last month, we held a dialogue with outside experts, and in the end, we will decide on priority activities for
the Group in May and promote specific initiatives in the future.
Under the Group Philosophy, we will work to resolve social issues through our businesses by strengthening
our efforts to tackle ESG issues. At the same time, we will aim to achieve sustainable growth for the Group
and increase corporate value over the medium- to long-term.
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See page 41.
At the same time as the earnings announcement today, we announced the introduction of a trust-type
employee stock ownership incentive plan. All employees who participate in the Shareholders Association
Exclusive Trust are targeted, and we will promote the acquisition and holding of shares by employees and
support the asset formation of employees.
Through these initiatives, we intend to further raise employee motivation for enhancing corporate value
over the medium- to long-term, and to strengthen our human resources.
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Lastly, I would like to explain the activities for promoting the Group Code of Conduct, which was announced
at the same time as Group Mission 2030. Please refer to page 42.
The Group Code of Conduct stipulates the principles of conduct to be followed as a member of DyDo Group
as the business segments of the Group expand. It was formulated primarily by young employees of Group
companies.
In FY2019, all employees of the Group's major operating companies participated in a nationwide training
program led by the members who formulated the plan. In addition to sharing the concepts underlying each
item and the background of the formulation, the 19 Codes of Conduct were linked to one's own work, and
group discussions were made, which provided an opportunity to deepen understanding.
The Group Code of Conduct assumes that each employee puts it into practice, but there may be difference
in weights depending on the job. By sharing the Code of Conduct that they should be aware of with each
other, I feel that understanding of the Code of Conduct has deepened, and that mutual understanding
between departments and companies has advanced.
In FY2020, we will expand our training range to DyDo Beverage service, which is responsible for the
operation of the vending machines in the Domestic Beverages Business, and work towards the Group
Mission 2030.
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So far, I have reported our financial results for FY2019 and our earnings forecasts for FY2020.
Once again, I am keenly aware that the results for FY2019 were extremely severe.
We recognize that our top priority in FY2020 is to rebuild the domestic beverage business. With regard to
our business performance, we are committed to achieving a growth trajectory in FY2020.
We look forward to your continued support and guidance.
[END]
______________
Document Notes
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Portions of the document where the audio is unclear are marked as follows: [Inaudible].
This document has been translated by SCRIPTS Asia.
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Disclaimer
The plans, future projections and strategies for the DyDo Group stated in this document, 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 at the present
time. 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.
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