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Presentation
Takamatsu: I am Takamatsu, President. Thank you very much for your support.
First, I would like to express my thoughts to everyone affected by COVID-19 and to everyone involved. I
would also like to express my sincere respect to everyone who is making efforts to prevent the spread of the
infectious disease. Today, thinking of the current situation, we have decided to hold an online financial
result briefing. Thank you for your understanding.
Today, I will first explain the growth strategies we are currently implementing and our initiatives for social
reform after COVID-19, and then briefly report on our performance. Finally, I would like to explain about our
initiatives for achieving sustainable growth going forward. We will enter the question & answer session after
that.

Please see page four.
In 2020, COVID-19, which has become a major force around the world, has had a significant impact on the
economy. However, there has been a growing movement toward the new normal. As there are already signs
of change, social and human values and behaviors are expected to change significantly after the COVID-19
problem is resolved.
The fact that many people have experienced telecommuting and have been able to perform their work
online seems to mean that the base of rapid development of DX has been cultivated, and work styles have
also become more diverse. In our core Vending Machine Business, we are seeing significant changes in our
business assumptions, such as changes in the places where our products are sold. We intend to take
advantage of these major changes in society to make significant reforms in our business model.

Page five shows the Group Mission 2030: "For DyDo Group to create enjoyable, healthy lifestyles for people
around the world," and the aspirations of the Group for 2030, which we formulated last year.
The COVID-19 pandemic has triggered significant changes in the business climate. However, there has been
no change in the direction we should aim for. Rather, we intend to do business with a sense of speed being
bolstered by the heightened health awareness of people.

Page six shows our business portfolio for 2030. Through innovation in our core Domestic Beverage Business,
we aim to strengthen our ability to generate cash. At the same time, by acquiring new Healthcare-Related
Businesses, we aim to build a second earnings pillar in our Non-Beverage Businesses.

To achieve this, we have created a roadmap that divides the 12 years up to FY2030 into three stages. We are
currently in the process of implementing Mid-Term Business Plan 2021, which we have positioned as a stage
of platform strengthening and investment, the first step of the roadmap. These three years are positioned
as a period of upfront investment for future growth.

There is no change in our thinking regarding the investment strategies outlined in the Mid-Term Business
Plan on page eight.
Because of the impact of COVID-19, we need to make strict investment decisions on individual projects.
However, we will steadily implement investments for future growth, such as investments to build the
second pillar in the Healthcare field and investments in IoT to streamline the Domestic Beverage Business,
and will contribute to the creation of enjoyable and healthy lifestyles for people around the world.
In the interest of time, I have made a brief explanation today. The background of the formulation of the
Group Mission 2030 and its details are posted on our website, so please refer to the Integrated Report.

The Vending Machine Business, our core business, is a channel in which sales fell significantly due to COVID19, and some investors may feel uncertain about the future. Nevertheless, we believe that these major
changes in the operating environment represent significant business opportunities.
Amid changes in the vending machine market, we are already seeing positive changes, such as an increase in
the number of our vending machines. What is needed for us now is to change our way of doing business and
the places where we do business in line with changes in society so that our Vending Machine Business is
sustainable for us and for society as a whole.
COVID-19 has triggered a change in the place where products can be sold, and competitors have changed
their attitudes toward the Vending Machine Business. Taking advantage of the opportunities created by
these changes, we will create a sustainable Vending Machine Business model by flexibly responding to the
risks that arise.
As shown in the slide, we are currently working on three specific initiatives: transition to new workstyles,
creating a smart operational structure, and contributing to achievement of a recycling-oriented society.

In response to COVID-19, it became assumed that everyday business, including business negotiations, would
be conducted in a non-face-to-face manner. In order to respond to changes in the environment, it is
important that employees work autonomously.
We shifted to telecommuting in response to the declaration of a state of emergency. Based on this
experience, we introduced a new work style on June 1. With this new work style, we aim to realize work-life
synergies while maintaining an environment in which the organization is revitalized through concentrated
work at home and communication with colleagues.

In our sales activities, we are thoroughly implementing mobile work using flextime. Customer companies are
also working from home, and online negotiations are gradually gaining acceptance. Accordingly, we have
been promoting remote sales for the development of new vending machine installations, and we have
decided to establish a dedicated team to promote business negotiations online in September.
However, as face-to-face sales are ultimately important, we will raise the productivity of development by
increasing both the volume and quality of sales activities while leveraging the advantages of remote sales
and on-site sales.
COVID-19 crisis has had a major impact on the vending machine market. However, a detailed analysis of its
sales reveals not the fact that consumers are no longer purchasing beverages from vending machines, but
the fact that the place where beverages sell has changed. We will flexibly change the target of places where
we sell products in the location development activities based on the data, we accumulate every day, and
maintain and expand our vending machine network.

Our current Mid-Term Business Plan calls for the establishment of a Smart operation structure. The aim is to
improve operational efficiency by making all vending machines online, optimizing the setting of the route for
vending machine operations and the product mix, as well as preparing beverages to be replenished by each
vending machine in advance. We are currently working on testing and verification at multiple sales offices
and optimizing operation procedures accordingly.
Regarding operational reforms, one of the challenges facing the Company was a change of the awareness of
employees, from the awareness that each employee is in charge of each vending machine to one that sales
offices are in charge.
However, as COVID-19 spread, sales offices, which are responsible for vending machine operations,
introduced shift-work system to reduce the risk of infections. As a result, work-sharing was promoted. This
movement has had a gradual impact on the reform of awareness, which was an issue.
In addition, although the Company planned to determine the area in which smart operations will be
deployed during the current fiscal year, in response to changes in the awareness of on-site employees
regarding the way they work, the Company decided to deploy these Smart operations Company-wide at
DyDo Beverage Services, which is an operation company under the direct control of the Company.

To maximize the effects of Smart operations, we have also decided to renew our core systems. As a result of
these efforts, the number of personnel involved in operations is expected to decline gradually, falling 30%
by the end of FY2022.
With regard to human resources who are well-versed in the workplace, we will relocate them to businesses,
in which the expertise that has been cultivated through experience can be able to be utilized, such as finetuning the product lineup to suit the location, which AI alone will not be able to follow, or to sales
department to cultivate new locations. Doing so, we will work on improving the productivity of the entire
organization.
We believe that this division of labor will lead to solutions to labor problems, such as long working hours in
vending machine operations, which are an issue for the industry as a whole.
In addition, we believe that the smart operation system, which is intended to prepare beverages to be
replenished beforehand, will allow operations beyond the existing DyDo Soft Beverage Vending Machine
Business.
We believe that this will serve as the foundation for our transformation into a future business model that
we deliver products needed to the places needed. By optimizing the vending machine operation system, we
aim to improve productivity and effectively utilize human resources, thereby becoming an industry leader in
the work style at operation sites as well.

The third point is to contribute to achievement of a recycling-oriented society through the vending machine
channel. Due to COVID-19, awareness of global environmental issues is expected to further rise. In addition,
efforts related to containers and packaging, including marine plastic issues, have become a major social
issue.
Each company in the industry has announced a policy to promote bottle-to-bottle recycling by converting
used PET bottles into raw materials and reusing them into new PET bottles. However, securing collecting
volumes and improving the quality are major issues, and efforts to establish an effective packaging recycling
scheme are still in progress.
Our core business is the Vending Machine Business. Our responsibilities include the process of collecting
empty PET bottles and other containers, not only selling products. We believe that our strengths in
operations enable us to achieve high quality also in container collection.
In addition, with regard to extending the life of vending machines, which is an issue in terms of the effective
use of iron resources, we are boasting an industry-leading track record through the "Frontier Vendor" and
other initiatives. In this way, we will continue to promote initiatives that we only can do as a Vending
Machine Business.

We always have been working to reduce the environmental impact of vending machines in each aspect. In
order to accelerate our efforts in the collection of packaging and the development of "Frontier Vendor," we
have set KPIs up to 2030.

Page 17 shows the first KPI, achieving a recycling rate of 100% for empty containers. At present, more than
80% of PET bottles shipped are voluntarily collected from the clean boxes of vending machines, leading to
appropriate recycling.
In order to build a sustainable Vending Machine Business model, we have set the goal of recycling 100% of
our total production volume, not limited to PET bottles, creating a recycling loop for beverage containers by
2030.
We hope to contribute to the reduction of disposable plastic by realizing a 100% collection rate in
cooperation with employees and other stakeholders.

The other is to extend the average number of years of vending machine use to 15 years, as shown on page
18.
Rather than simply continuing to use the machines newly introduced to the market, this initiative aims to
lengthen the life of vending machines while offering customers a satisfactory use by adding vending
machine materials and the latest functions after a certain period of time from the introduction.
We started these initiatives in FY2014, and the effects are shown in the graph at the lower right. We call the
modified vending machine "Frontier Vendor." By increasing the number of “Frontier Vendors” in operation,
we aim to reduce both environmental impact and vending machine procurement costs.

As we have repeatedly stated, our core business is the Domestic Beverage Business.
By establishing a sustainable Vending Machine Business model that looks ahead to the social reform caused
by COVID-19, we will expand cash flows and invest to establish a second pillar in the Healthcare field,
thereby increasing our corporate value over the medium to long term.

In this section, I will explain our financial results for Q2. First, let me briefly explain the impact of the spread
of COVID-19 on our business.
The COVID-19 impacted Q2 results of our Domestic Beverage Business and International Beverage Business.
While each of those is gradually recovering, the impact on sales is expected to continue to a certain extent.
In the Pharmaceutical-Related Business, the impact is gradually materializing since we do a Contract
Business, and the impact is expected to continue until Q3.

The table on page 22 summarizes the business performance by segment in Q2 and the expected future
impacts. In the Domestic Beverage Business, net sales from the vending machine channel were mainly
impacted by COVID-19. However, as I mentioned earlier, the vending machine market has changed
dramatically, and the number of our vending machines has begun to increase. Sales are gradually recovering
after hitting bottom in April and May.
In the Beverage Business in Turkey, which is the core of the Overseas Beverage Business, the demand for
mineral water for households was very high, and sales on a local currency basis were roughly the same as
the previous year. Meanwhile, in the Beverage Business in Malaysia, which had made a smooth start with
the launch of new products, sales declined significantly in the Q2 due to the lockdown. The business in
Turkey has been on a recovery trend since June, but conditions remain severe in Malaysia.
In the Pharmaceutical-Related Business, in which we do the OEM Businesses of drinkable preparations,
orders for beauty drinks from customers in China declined, and orders in Japan also decreased due to the
impact of voluntary restraints on outings on business partners' over-the-counter sales. In the Chinese
market, in addition to the impact of COVID-19, competition is intensifying, and the outlook is uncertain. The
Japanese market is also expected to take time to recover orders.
Finally, the Food Business. While sales through the convenience store channel declined due to a decline in
the number of visiting customers, sales to supermarkets and other mass retailers remained strong. Along
with the productivity improvement initiatives that we have implemented to date, profits increased. This
trend is expected to continue in the second half of the year.

As a result, consolidated net sales for the first half of the fiscal year under review decreased 9% YoY to
JPY77,773 million.
Meanwhile, operating profit increased by 36.6% YoY to JPY2.776 billion due to a decline in advertising and
sales promotion costs in the Domestic Beverage Business and a decline in depreciation costs associated with
a change in the useful life of vending machines.

Page 24 shows results by segment. In Q2 of the fiscal year under review, sales declined in all segments due
to the impact of restraint on going out due to declarations of emergencies and other factors. In terms of
profits, the Domestic Beverage Business posted higher profits, while the Food Business significantly
improved its profit margin.

The main changes in operating profit are as follows.
In the Domestic Beverage Business, depreciation expenses decreased due to changes in the useful life of
vending machines, as shown in the red frame. Advertising expenses for the first half of the year declined in
reaction to the previous year. In addition, sales promotion expenses were lower than expected due to a
decline in sales volume. As a result, the Domestic Beverage Business achieved an increase in profits.
Regarding changes in the useful life of vending machines, we used the statutory useful life of five years as
the depreciation period, but we changed it to ten years in accordance with the actual conditions of use and
applied the change from the beginning of the fiscal year.
On the other hand, the reduction in fixed costs of vending machines on the left-hand side was due to the
effects of a review of vending machine procurement costs in FY2014. For more information, see page 61 of
the Integrated Report.
In the Pharmaceutical-Related Business, the depreciation burden of the Kanto Plant, which was completed
in October last year, contributed to a decrease in profits from the previous fiscal year.

This is our next earnings forecast. Due to the impact of the spread of COVID-19, we had not been
determined the outlook at the time of Q1 results briefing, but we will announce it today.
We assume that the domestic and overseas economies will recover moderately, although COVID-19 will
alternate spreading and calming down for the time being.
Full-year consolidated net sales are expected to decrease by 6.1% YoY to JPY158 billion and operating profit
by JPY1.8 billion. Net profit attributable to owners of parent is expected to decline 71.9% YoY to JPY500
million, assuming extraordinary gains and losses equivalent to those in the first half of the fiscal year under
review.

The figures on page 27 are the factors behind the changes in operating profit in the revised full-year outlook
compared to the previous fiscal year.
In the Domestic Beverage Business, operating profit will increase due to a substantial decrease in
depreciation expenses, despite an increase in costs for strengthening vending machine installation and
deploying smart operations. In other segments as well, we expect the impact of the decline in sales to be
reduced through appropriate cost control, resulting in an increase in operating profit in existing segments.
In addition, the forecast takes into account the costs incurred in implementing the growth strategy in the
Healthcare field, specifically, the costs incurred in the Orphan Drug Business and the possibility of expenses
arising from M&A.

Next is the state of the balance sheet. In July, we issued a total of JPY20 billion in bonds, resulting in an
increase in financial assets and interest-bearing debt. We are scheduled to redeem a JPY15 billion bond in
October. In addition, the Company purchased treasury stock for approximately JPY3 billion from April to
early June.

The following is a summary of cash flows. Cash flows from operating activities decreased significantly due to
a substantial decline in net sales in all business segments caused by COVID-19.
We will work to recover operating cash flow by placing top priority on acquiring vending machine
installation locations and strengthening the Vending Machine Business foundation.

Now let's go to the explanation for each segment. As I have already explained the situation in Q2, I will
provide a brief explanation of the challenges and future actions.
The first is the Domestic Beverage Business. Although COVID-19 will continue to have an impact throughout
FY2021, we will prioritize the acquisition of new locations in preparation for a V-shaped recovery in FY2021.

As you know, sales in the vending machine market as a whole fell sharply in Q2, but our slump was less than
the industry. This is due to the fact that we have a strong base in local areas, which is a major difference
from our competitors.
Changes in consumer behavior are expected to change the place where products are sold in the future. We
will try to maintain our vending machine network by identifying the locations and not withdrawing from the
location where sales are expected to eventually return even if there is an impact of COVID-19.
The image of our number of vending machines is shown at the lower right. Until FY2017, the number of
machines had remained unchanged for ten years, but since FY2018, particularly after second half of the year,
it has been declining, mainly in rural areas, due to the shortage of the labor force. Our urgent goal is to
return to the previous level by the end of FY2021.
Fortunately, at the end of first half of the year, which was greatly affected by COVID-19, we were able to
exceed the number at the end of FY2020. I feel that our efforts to date have begun to produce results. Going
forward, we will continue to focus on maintaining and expanding the foundations of our Domestic Beverage
Business and vending machine network, which is the foundation of our business.

In developing new vending machines, the appeal of the vending machines themselves will also become
important.
In addition to promoting initiatives for future vending machines, such as conducting demonstration tests of
face recognition payment services in collaboration with NEC, we will also focus on developing vending
machines that can be selected in terms of hardware by progressively implementing anti-virus measures for
all operating vending machines in order to ensure that they can be used with peace of mind.

In this fall, we will launch a collaborative product with a popular TV anime, Demon Slayer ("Kimetsu no
Yaiba").
We are working to revitalize the SOT canned coffee market by introducing products such as low-sugar-type
products, which are in trend, and cafe-au-type products, in addition to our famous DyDo Blend Coffee
Original, which marks the 45th anniversary of its launch.

Page 35 shows the progress of the supplement mail-order channel. Both sales and profits continue to grow.
The number of regular customers is steadily increasing as a result of steady communication with customers.

Next is the International Beverage Business.
I will explain about Turkey, which is the core, and Malaysia in the next slide.

First, the Turkish Business. In Q2, sales decreased significantly in May due to the impact of COVID-19.
However, sales began to recover from June, resulting in only a slight decline in cumulative sales.
For the full fiscal year, we are working to reduce costs and improve operations, and the initial forecast is
maintained on a local currency basis. Revenues and profits are expected to decrease on a Japanese Yen
basis due to revisions to the assumed exchange rates in light of the current exchange rate trends.

Next is the Malaysian Business.
In 2015, we entered the market as a joint venture with a major local confectionery manufacturer. In 2019,
we dissolved the joint venture and gradually switched to our own brand.
In 2020, when we began full-fledged sales of our own-brand products, we made a smooth start. However,
the impact of the spread of COVID-19 has been significant, and sales have been declining. In addition, the
recovery of the Malaysian economy is slow, and it is expected that it will take time for sales to recover.

Next, the Pharmaceutical-Related Business.
The pouch line at the Nara Plant began operations in February, and the new Kanto Plant in July. Despite
certain limitations in sales activities due to COVID-19, we receive many inquiries for pouch-type products
that went into operation last year. We will steadily proceed with business negotiations and developments.
In addition, the workplace, where the operating rate has remained close to 100% in recent years, could take
time to work to strengthen the internal structure, for example by upgrading the quality control system and
strengthening production technologies.
Taking this opportunity, we will further strengthen our corporate structure, in order to further strengthen
our position in the industry by leveraging the increased manufacturing capacity that we have acquired
through the completion of the Kanto Plant.

Next, we will focus on the Food Business.
In first half of the year, we secured an increase in profits by reducing costs and controlling sales promotion
expenses. We expect operating profit to grow significantly in terms of the full-year outlook as well.
As shown in the graph at the bottom right, our profit margin has been rising steadily in recent years. We will
continue our efforts to improve productivity and aim to further strengthen profitability.

Finally, I will explain about DyDo Pharma of the Orphan Drug Business, which we newly entered.
This is a business model that aims to introduce a new drug, which is already being developed overseas, into
Japan. Since its launch in August last year, a specialist team made up of members from pharmaceutical
companies has been evaluating seeds. We would like to make an announcement when this will be realized.

Finally, I would like to talk about our efforts toward achieving sustainable growth.
We established the ESG Promotion Group and the Group ESG Committee in order to improve corporate
value through the promotion of ESG management and established an organizational structure. We are
currently at the stage of analyzing the current situation and standardizing the awareness of executives and
employees with regard to it.
As a company that has grown based on the spirit of coexistence and co-prosperity, the ESG philosophy itself
is firmly established as a corporate culture. In the future, we will be aware of the relationship between “E”
and “S” in particular and our business, and will work to foster a strong mindset that will transform our
business according to the risks and opportunities arising from changes in the external environment.

At present, we are working toward realizing the Group Mission 2030, but there is a gap between the goals
set in this vision and the value created by the extension of existing businesses, and it is necessary to
implement measures with something extra.
While each business segment is working diligently to reduce the risks arising from changes in society, there
is still a need to raise awareness of expanding opportunities.
We need to fill this gap by accelerating innovation, and we have established the ESG Committee as a
mechanism to promote it.

To achieve this, we believe it is important to incorporate ideas that will lead the next generation.
Accordingly, people in their 40s are examining measures. Together with these measures and the measures
discussed by the ESG Committee, in the next Mid-Term Business Plan starting in FY2022, we intend to
enhance our innovation-related activities and introduce KPIs to fill the gap.
Changes in the business environment and the pinches caused by these changes are also opportunities for
innovation. Moreover, as this time is a major change, it is a major opportunity.
By responding flexibly to these changes and taking advantage of change, we will work toward our Group
Mission 2030 "For DyDo Group to create enjoyable, healthy lifestyles for people around the world."
We look forward to your continued support.

Question & Answer

Q. I would like to confirm the direction of your vending machine strategy once again. I think other
companies that greatly reduced their sales volumes from vending machines are seeing a new
direction toward the reform of vending machines, such as accelerating the withdrawal of unprofitable
vending machines, seeking to partner alliances, and so on.
What impact do you think the direction of other companies will have on your vending machine
strategy? Please tell me about your thought in detail.
A. Regarding the future direction of the vending machine strategy, our basic stance will remain unchanged,
and we will work to increase the number of vending machines and improve profitability.
Certainly, the impact of COVID-19 has certainly led to a significant drop in sales in some locations. One of our
strengths is, however, that we have a foundation in local areas while we have vending machines nationwide.
Therefore, the impact of COVID-19 has been relatively small compared to other companies.
Despite these circumstances, while analyzing the current sales trends, we are currently revising our targets
for new locations. However, there is no change in our policy of expanding this business model by increasing
the number of machines and improving top-line operations, while advancing the establishment of smart
operations to further raise productivity and generate stable cash flows on an ongoing basis.
Some manufacturers have referred to alliances with other companies, but we have not changed our stance
significantly due to the impact of COVID-19. Basically, if in the form that we have the initiative, we will
consider it.
Nonetheless, we have made steady progress in the development and testing of smart operations as planned,
and in the coming fiscal year we will expand our operations nationwide. First and foremost, at the present
time, we will prioritize the completion of nationwide in-house deployment of Smart operations.
This may also be related to the second question, but if this smart operation can be deployed nationwide, it
may be an option to collaborate with other companies, restructure the industry, or absorb operators. We
believe that smart operations have the potential to bring our business into a scheme that ensures profitability
even if we incorporate sales of products of other companies. First of all, we would like to give priority to this
issue.

Q. I would like to ask about the vending machine operators. To be honest, all of vending machine
operators are in the hot seat. Are such moves, such as the restructuring of operators and their
incorporation, actually taking place?
Also, as your Company has the DyDo Vending Partner Association, do you need to address the issue
with regard to it? I would like to confirm whether or not these changes are emerging.
A. It is true that some operators and our DyDo Vending Partner Association are becoming increasingly
difficult to manage due to the impact of COVID-19. This has not resulted in a crisis where restructuring or
closing business are needed.
Nevertheless, we expect the effects of COVID-19 to continue to some extent in the future, so we need to
keep a close watch on the environment. As I just mentioned, it is not enough simply to incorporate the
sluggish business. Therefore, we intend to improve productivity thorough our own Smart operation system,
and then, as the next step, we will consider expanding the scale of our business.

Q. The third is the number of vending machines. You told us that the number of vending machines
has increased. Please tell us the background to this increase, the background to the jump up towards
2021.
A. The number of vending machines in operation began to increase from around April of this year. As we
have always mentioned, one of the major factors behind this is that we have finally achieved results by
strengthening our sales structure and focusing on recovering the number of machines in operation.
We have increased the number of sales representatives, including mid-career hires, and these efforts are
progressing as planned. In the past, we have worked to raise our sales skills by deploying such sales skills of
problem-solving sales activities for our customers throughout the company. As a result, the number of new
machines acquired per employee has dramatically increased compared with the previous year.
While the COVID-19 pandemic since April has made it difficult for us to engage in face-to-face business
negotiations, we have been able to increase the number of machines. I believe that this is a result of our
efforts we made so far.
In order to raise efficiency and productivity, we have distributed mobile PCs to all salespeople and introduced
a management system to thoroughly manage sales activities. Even when the impact of COVID-19 began to
materialize, the results of the efforts to engage in online business negotiations with customers, or to conduct
sales training at on-line meetings have been steadily emerging.

Q. Excluding the impact of the change in the useful life of vending machines, the segment will post a
loss for the full year. For the second half of the year, you said investments in Healthcare are also
incorporated, but even after taking into account the effects of the change in useful lives, you expect a
deficit. Is the outlook of the business performance so severe?
A. As you pointed out, we were able to maintain profitability by changing the useful life of vending machines
and changing the method of recording depreciation expenses in the period under review. Excluding the
impact of this, our financial results were extremely severe.
Again, sales have declined due to the impact of COVID-19. The decline in gross profit had a significant
impact. For the time being, the impact of COVID-19 will continue, so in order to maintain profitability, it will be
necessary to cut fixed costs and review our expenses in order to overcome the difficulties.
In the medium term, as I mentioned earlier, the Company is aiming to improve profitability by significantly
improving productivity through the establishment of smart operations. By continuing to focus on increasing the
number of vending machines that form the foundation for sales, we aim to recover the top line as well. We will
focus our efforts on fundamentally improving profitability.

Q. The effect of depreciation expenses will remain for the time being, and the market is expected to
normalize somewhat in the next fiscal year. How will the balance be between upfront investments and
profits, such as in Healthcare?
A. We made the forecast incorporating a relatively large amount of investments in the Healthcare field in the
second half of the year.
The Company intends to continue these investments to some extent in the next fiscal year. This is based on
the assumption that we will recover the results of the Vending Machine Business, which has a strong cashgenerating capacity, in order to recover cash flows. This is the major premise.
Therefore, there will be somewhat a reaction to this year's increase in the next fiscal year. But as President
mentioned earlier, we will strengthen the vending machine installation and raise the top-line, and, conversely,
reduce fixed costs by developing smart operations. Through these efforts, the Company will strongly restore
its ability to generate cash and invest in the Healthcare field. We intend to establish such a balance.

Q. Whether operating profit will exceed JPY5 billion, because it will be positive as a reaction to the
decline in gross profit of JPY3.9 billion in the current fiscal year.
A. Frankly to say, the operating profit forecast for the next fiscal year will still be formulated in the future. We
are not able to answer the specific numbers. However, as I mentioned earlier, basically in the Domestic
Beverage Business, we will strive to recover profits and increase our ability to generate cash flows. However,
as I mentioned earlier, we will also invest in smart operations in the next fiscal year, and also in the
Healthcare field.
While balancing these points, we should look ahead to the future while consolidating our current earnings, as
we can lead to optimal targets and future growth. We intend to make this type of budget.

Q. Would you tell us about your revised operating cash flow and capital expenditure plans for the
current fiscal year?
A. I will continue to answer the question. Please refer to page 24 of the material. Although we do not present
this in the form of the revised cash flow plan, we assume that operating profit will be JPY1.8 billion and
depreciation expenses will be JPY6.83 billion for the full year. If you add up, the figure will be JPY8.6 billion,
so I think that around this is the expected annual operating cash flow.
We have made no major changes to the capital investment plan from the beginning of the fiscal year.

Q. Monthly sales in August also remained negative, but sales of coffee products through vending
machines were positive. What was the big background for this?
A. The monthly sales volume in August is less than the previous year in total, but if we limit our sales from
coffee beverages through vending machines, we can see a positive result. Since this is for a single month,
there are uncertainties.
First, I think there are weather factors compared to the previous year. August is usually a difficult month to
sell coffee, but it had been rainy for a relatively long period in the first half of August. There is a possibility of
such an effect.
Another reason is that sales through vending machines are on a recovery trend. In particular, sales in the
local market are relatively strong. There are areas where there are more fans of coffee where we are strong.
We believe that these factors may have had an impact.

Q. Please explain specifically what kind of digital transformation will be achieved by using IoT for
vending machines. In addition, please tell us which IT company you are jointly developing with.
A. Regarding the specific details of the IoT introduction for vending machines, we will put all vending
machines on line so that sales data can be obtained in real time. Based on this, we will optimize the cycle of
appropriate replenishment routes and the product lineup based on data.
In addition, related to the Smart operation, in order to replenish the vending machine, the standard operation
method has been to check the sales data in front of the vending machine and pick out the necessary products
from the truck.
In the future, we will receive sales data from online vending machines in advance, and only the required
number will be picked up in advance at the warehouse. As a result, without the picking out in front of the
vending machines, the replenishment operation will be simple. We aim to increase the productivity of our
vending machine operations by 1.5 times, and we are currently considering a system that can improve
productivity.

It's not clear whether this is a DX, but sometimes in the time between the time that sales data are obtained
and the time that the machine is replenished, products can be sold. We are currently in the process of
constructing a picking data that automatically calculates sales forecasts based on the time and reduces the
gap between the forecast and the actual number to be replenished as much as possible.
I am sorry I cannot tell you specifically which company we are developing with at present.

[END]

Disclaimer
These materials were prepared by DyDo Group Holdings Inc. as a summary of questions asked and
answers provided concerning the Group’s financial performance in the FY2020 (Year Ending
January 20, 2021) 2nd Quarter from the standpoint of fair disclosure.
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.

