DUSK!N

BUDOYREFIS

Lc0¢ 1d0d3d J1vdOddOO

Corporate Report 2021

DUSK!N

BUODIYREFETS
Duskin Co., Ltd. EFEI

1-33 Toyotsu-cho, Suita-shi, Osaka 564-0051 JAPAN !iﬁ
www.duskin.co.jp E .



https://www.duskin.co.jp/

Contents
Introduction
Management Philosophy 1
Overview
The Core of Duskin 2
Our History of Sowing the Seeds of Joy 4
Financial / Non-Financial Highlights 6
Duskin’s Value Creation Model 8
Duskin’s Value Creation Process (Commentary) 10
Materiality 11
A Message from the President 16
Our Growth Strategies
Review of Past Medium-Term Management
Policies 22
Review of the Phase Il of the ONE DUSKIN
Long-Term Strategy 23
Future Initiatives to Address Business Issues:
Aiming to Enhance Economic Value 24
Overview by Segment 26
Direct Selling Group 28
Food Group 32
Other Businesses 35
Message from the CFO 36
Research and Development 38
Value Creation at Duskin
Aiming to Enhance Social Value 40
Employee Roundtable 44
Aiming to Enhance Environmental Value 48
Our Business Foundation
Corporate Governance 54
Message from Outside Directors 62
Risk Management 64
Compliance 65
Directors and Audit and Supervisory Board
Members 66
Data
ESG Data (Environmental / Social) 68
Eleven-Year Highlights with Key Performance
Indicators 70
Financial Information 72
Third-Party Guarantee 76
Glossary 77
Corporate Information / Stock Information 78

Editorial Policy

Reference
Guidelines

Environment
1

This report uses the International Integrated Reporting Sovenance

Framework by IIRC; Guidance for Integrated Corporate

Disclosure and Company-Investor Dialogue for Collaborative Guidance for
; o Mini Collaborative

Value Creation by Japan’s Ministry of Economy, Trade and Value Croation

Industry; and the GRI Standards by GRI.

Introduction

Management Philosophy

Period Covered

The period covered for this report is from fiscal 2020 (April 1, 2020 to March 31,
2021). However, reports of FY2019 and before, and some activities from FY2021,
are also included.

Scope of Coverage

This report concerns Duskin Co., Ltd., its affiliated companies and franchised
units (offices/shops/factories).

Terms

Used in this report are: Duskin Corporate Group—Duskin Co., Ltd. and its
consolidated subsidiaries; Duskin Group—Duskin Corporate Group and Duskin’s
affiliated companies accounted for by equity methods; and Duskin Family—
Duskin Group and its franchisees (including shops, offices and plants) that agree
with Duskin's management philosophy.

Time of Issue

This report was published in September 2021; the next issue is scheduled for September 2022.

Forward-looking Statement

This report contains information on Duskin’s ongoing business plans and policies, forecasts and
strategies. The information is a future forecast at the time of its disclosure and contains potential
risks and uncertainties. Readers are advised that actual results may differ significantly from the
forecast as they are subject to a variety of factors including future economic conditions and Duskin’s
business environment.

Note

If the content of the report requires any revision, we will post revised data on our website at
https://www.duskin.co.jp/corp/(Japanese version only).

Format and Purpose of Report Media
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Duskin Corporate Report 2021

This is a comprehensive report containing financial information
such as Duskin’s management strategies and business perfor-
mance, and non-financial information such as an overview of
Duskin’s long-term value creation and sustainability information.
The primary readers are institutional investors.

https://www.duskin.co.jp/english/esg/report/pdf/
corporate_report2021en.pdf

ESG Data Book 2021 (Japanese version only)

This book provides detailed information such as Duskin’s ESG*
policies for investors interested in Duskin’s ESG information and data
for sustainability experts; it is available on the website in PDF format.
*ESG: Environmental, Social, and Corporate Governance

https://www.duskin.co.jp/sus/library/pdf/
esg_data_book2021.pdf

Duskin Corporate Profile 2021

This is a concise narrative describing business activities and
sustainability efforts. The primary readers are those seeking
information about Duskin, such as job seekers, business operators
interested in becoming Duskin franchisees and corporate customers.

https://www.duskin.co.jp/company/library/pdf/
duskin2021e.pdf

Sustainability website

Under the five focused themes of sustainability activities: Safety,
Reliability and Quality; Human Resources; Environment; Local and
Social Contributions; and Corporate Governance, we are
continuously striving for the most complete disclosure for a wider
range of stakeholders.

https://www.duskin.co.jp/english/esg/

Management Philosophy

Day after day,
beginning with today
both you and I have a chance to begin our lives anew.

Whether our lot today be profit or loss,
be spiritually ready for loss.

As a planter would,

let us sow the seeds of joy to every person we meet each day.

For everyone, for you and me,
may we lead our lives in this world to the fullest,

realizing our maximum spiritual and material potential.

Duskin Ikka-no-inori (Duskin’s prayer) Duskin Higan (earnest wish/prayer)

Money is transient. Humility, wisdom, strength, a virtuous heart

Social standing is unreliable. these are the things we strive to develop.

I shall not worry about what others think. The most important task is to develop people.

To work 1s enjoyable.
Just work earnestly, walk the road of repentance. L. .
Profit is the reward of Joyous transactions.

Give of oneself, and repay all debts with gratitude.
This I shall do.

Through business (economics) we would be useful
to world peace.

with prayer with prayer

Duskin Founder Seiichi Suzuki

Seiichi Suzuki was born in Hekinan City, Aichi Prefecture in 1911. He suffered from pleurisy after starting work.
He joined the Konko Church after being cured, sustained by the great love of his foster mother. He joined
Ittoen in 1938. In 1944 he established Kentoku Company. From that time onward, Suzuki followed his principle
of Prayerful Management, his purpose being to integrate moral and business goals in both his own and his
company’s business practices. He founded Duskin in 1963. Suzuki then established a groundbreaking
distribution channel while expanding the cleaning tools rental business nationwide through a franchise system.
He started diversified business development including Mister Donut in 1971. He led the Duskin Group as it
paved the way to a multi-franchise business enterprise. Seiichi Suzuki passed away in 1980 at the age of 68.
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Overview

The Core of Duskin

Keeping on sowing the seeds of joy amongst people and society at large is the very essence of
The origins of our approach lie with our founder Seiichi Suzuki’s philosophy. His ideals remain in

Our raison
d'étre

Corporate
objective

Our founder’s
philosophy

The basis of
our philosophy
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Sowing the seeds of

Duskin strives to unify
business and morals.

Praying for happiness is the starting
point of all of our corporate activity.

We love our fellow human
beings and work to bring
out the best in them.

Through our work,
we help people develop.

Our founder’s philosophy lives on.

Based on our founder’s philosophy, which lives on to this day, attentive care

for our customers is our ultimate focus. His life principles are reflected in our

management philosophy called Prayerful Management. All of our employees

incorporate his philosophy of sharing joy and doing our best in all that we do

in everyday life.

Profit is the reward of joyous
transactions

Duskin’s founder, Seiichi Suzuki believed that profit is
the reward of joyous transactions, working energeti-
cally to that end. He wished that everyone who took
part in Duskin’s work would be happy. Home Duskin,
amodern, specially treated cloth, marked the
beginning of a new way of dusting without water.
Introducing this method was a big step toward
realizing our founder’s wishes. People called it the
magic dust cloth — and it brought innovative cleaning
technigques to homes across Japan.

Franchising to achieve our
business philosophy

Duskin launched its franchising system with the
hope that it would provide opportunities to make
dust control into a successful business for people
aligned with our philosophy of Prayerful Manage-
ment. We think of franchising as a system for
franchisor and franchisees to share in each other’s
fortunes and realize growth.

S #SmMDF-C

FvFr

Duskin and is the driving force for the Duskin Group.
practice to this day, perpetuated through the generations since his time.

joy for people and society

We continuously train and encourage
our employees to take the responsibili-
ty to ask the simple question:

Duskin sows

the seeds of joy.
“May I help you?” with sincerity.

Profit is a barometer of how happy
our customers are.

Our goal is to be the best
in the world.

About Ittoen Chitoku training

Duskin’s management, which unifies business and morals, arose out of founder Seiichi Suzuki’s
encounter with Ittoen, a self-discipline training community in Kyoto, and his experiences there.
Duskin’s new employees as well as franchise owners and Division Managers are required to
participate in training sessions (two nights, three days) designed to educate them in Prayerful
Management through their own hands-on experience.

Practices of Ittoen Chitoku training

Rokuman Gyogan: Cleaning restrooms at local offices and private homes
Roto: Assisting the local people with their work, in the spirit of owning nothing

Franchise system to sow the seeds of joy

Duskin has a unique franchise network in which
the franchisor and franchisees share the same
interests and are united by the same management
philosophy of Prayerful Management. At Duskin,
we believe the franchising system enriches us
spiritually and materially, as we support each other
and continue to grow together. The franchisor and
franchisees also share the goal of achieving a
society where customers can lead a happy and
peaceful life. This has been and will be Duskin’s
greatest strength.

Making our customers smile

7,353 sales offices nationwide
45 production/logistic facilities

As of March 31, 2021

Shops, franchisees, plants

Support for
<<<<<<<<<<<<<<<<<<<<<<<<<<<<< | S(;Jpeprgrt}of;)r /| management
P philosophy

Nine regional offices - .
e Hokkaido e Tokai/Hokuriku

o Tohoku o Kinki [

e Kita Kanto e Chugoku/Shikoku .
* Minami Kanto e Kyushu D
* Tokyo oL
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Overview

Our History of Sowing the Seeds of Joy

Seiichi Suzuki founded Duskin in 1963 to sow the seeds of joy for people and communities.
Duskin has continued to provide products and services that respond to the needs of the time
and social demands. Duskin’s journey represents our continued practice of sowing the seeds of

JOy.

Sales
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ased awareness of sanitary needs 1970s Westernization of the Japanese diet

At the 1970 Osaka Expo, foods such as
fried chicken and sushi served on conveyor
belts became popular, bringing people to
enjoy eating as a fun experience.

As Japan enjoyed high economic growth, air
and other pollution problems surfaced in

many parts of the country, and so did health
damage for an increasing number of people.

The situation for consumers changed
radically as the focus of economic
activities shifted from goods to services.

(millions of yen)

’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’’ 250,000

,,,,,,,,,,,,,,,,,,,,,,,,,, Alm,mg for 200000
sustainable growth
B B O B B B Bk 150,000
- -~ 100,000
Long-term strategy ONE DUSKIN
Phase | [ From April 2015 to March 2018
Phase || M From April 2018 to March 2021
| Phase Ill B From April 2021 to March 2024 |-~ 50,000
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Japanese companies eagerly expanded into
Asia as Asian economies grew, while Japan
saw its bubble economy collapse and

entered an era of economic stagnation. aging society.

In the 2000s, the advancement of
medical technology led to a longer
average life expectancy, ushering in an

in society.

In 2018, the employment rate of
Japanese women reached 69.6%,
indicating their greater participation

1990s Rapid economic growth in Asian countries 2000s Shift to an aging society 2010s Accelerated social advancement for wome

Full-scale efforts began to
eliminate CO. emissions and
reduce plastic waste.

Debut of the innovative Home
Duskin product throughout Japan

1970

Mister Donut business
launched

The business started as a first food
franchise chain in Japan to provide
people with joyful occasions for eating
delicious donuts.

SEVL TTFATIRAAR
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1982 | 1989

Businesses developed with a
focus on creating society of wealth
and comfort

Home Duskin, a modern, specially treated
cloth, marked the beginning of a new way of
dusting without water. People called it the
magic dust cloth and achieved tremendous
popularity. It brought innovative cleaning
technigues to homes across Japan.

Launched businesses to help people enjoy clean
and comfortable home and working environments
such as management services for medical
facilities (now operated by Duskin Healthcare Co.,
Ltd.) in 1982 and Merry Maids home cleaning and
helper service in 1989.

1971 § 1978

Business diversification starts

Starting with ServiceMaster professional
cleaning service in 1971, Duskin launched
pest control and environmental hygiene
management service (currently called
Terminix) in 1977 and the total rental
business, which rents daily commodities
(currently called Rent-All) in 1978.

Granted full membership in
International Franchise Association
(IFA), the first time for a Japanese
company

Dust Control Business first enters an
overseas market

Launched the first overseas business for dust
control in Taiwan, and then entered China
(Shanghai), one of the fastest-growing markets in
the world, in 2006. As of December 2020, the
company developed residential and commercial
markets overseas, with 24 locations in two regions.

Opened Katsu & Katsu, a pork cutlet
restaurant

CORPORATE REPORT 2021

Services for seniors start

Leveraging the strength of home visiting and onsite
services, Duskin started the Home Instead
(rebranded as Duskin Life Care) business to help
seniors live comfortably in their own homes. In
2004, the Health Rent business, which rents and
sells assisted-living and health care products, was
launched.

Accelerated overseas development in
the Mister Donut business

As of December 2020, there were 7,892 Mister
Donut locations in four regions: Taiwan, Thailand,
the Philippines and Indonesia. Our tasty donuts
are gaining popularity even abroad.

MOSDO, a collaborative effort
between MOS Burger and Mister
Donut, opened.

Bakery Factory, a suburban
bakery business, opened.

2014 J 2016 |

New style of cleaning enables
simple and easy cleaning

Cleaning Basic Three was released in 2014,
and Robot Cleaner SiRo in 2016. These
products are intended for busy customers to
help them do home cleaning effectively.

EB. l; Oy b2 U—F—
T5U °
N-2 %2

Pie Face, a pie specialty store from
Australia, introduced in Japan.

2017

Mister Donut launched its
MISDO GOHAN menu

Mister Donut launches MISDO
Meets, a line of products
developed in collaboration
with other brands.

Duskin Laboratory opens as a
space for co-creating new value.

The Direct Selling Group institutes a new
tagline: Creating Healthy Environments.

HERBEBAS

DUSK!N
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Overview

Fi n an C i al H i g h I i g htS (1 2-month period ended March of each fiscal year) Note: Amounts less than the stated units are dropped.

Consolidated sales

153.7 villion yen

(billions of yen)

2001
1652 161.8  161.0 1586  159.1 153.7
150 1101 1105 112 1107 1103
100+
40 401 376
sl 34 32
1.0 114 124 125 124 124
0 |
2016 2017 2018 2019 2020 2021
M Direct Selling Group Food Group I Other Businesses

Consolidated sales in the fiscal year ended March 31, 2021, decreased
5,332 million yen, or 3.4%, from the previous fiscal year to 153,770 million
yen. Although the Food Group reported higher sales as a result of an
increase in total customer-level sales from all Mister Donut shops, the Direct
Selling Group experienced a decline in sales due to the impact of COVID-19.

Note 1: Business segment sales do not include intersegment sales.
Note 2: On April 1, 2018, Clean & Care Group was renamed the Direct Selling Group.

Profit attributable to owners of parent 2 8 billion yen

(billions of yen) (ven)
15— —150
| 112.38  109.95 1
12 99.63 . 120
ol 7895 —® leo
@ 57.19
6l 5218 53 %9 55 Ny e
® 43
2.9 2.8
34+ +30
: N

2016 2017 2018 2019 2020 2021

| Profit attributable to owners of parent —~@-— Net profit per share

Profit attributable to owners of parent for the fiscal year under review
decreased 2,769 million yen, or 49.5%, from the previous fiscal year to 2,821
million yen. In addition to the decrease in operating profit, this was attribut-
able to a decrease in the gain on sales of investment securities as well as to
the distribution of 1,658 million yen in COVID-19 relief money to franchisees
seriously affected by the impact of the pandemic so that they could maintain
their employment.

Note: From the fiscal year ended March 2016, Duskin started using Revised Accounting

Standard for Business Combinations (ASBJ Statement No. 21, September 13, 2013)
and net income is reported as profit attributable to owners of parent.

Dividends per share 40 yen
(yen) (%)
80+ T200

is 56 is
60 50 150
oL 40 40 40 0 1

.o -

201 167 e | J o —@ fglg 150

507 40y 445 509 l

0 0

2016 2017 2018 2019 2020 2021

I Dividends per share —~@®- Dividend payout ratio

With our focus on continuously generating stable cash dividends while
securing the internal capital resources required for sound business
management, we have decided that the full-year dividend for fiscal 2021
should be 40 yen per share.

Note: The dividend for the fiscal year ended March 2014 includes a 20 yen 50th

anniversary commemorative dividend, and the dividend for the fiscal year ended
March 2019 includes a 10 yen 55th anniversary commemorative dividend.

CORPORATE REPORT 2021

Operating profit

4.6 villion yen

(billions of yen) (%)
157 - 15
12+ T12

9 7.9 T9
60 75 6.5
6+ 5.3 : 46 T6
_—e *— o :
3t @ AR A O B

2016 2017 2018 2019 2020 2021

W Operating profit —@— Operating margin

Operating profit was 4,651 million yen, a decrease of 1,926 million yen, or
29.3%, from the previous fiscal year. Gross profit decreased due to a decline
in sales in the Direct Selling Group, as well as factors such as 1,137 million
yen paid to replace the showcases at Mister Donut cafeteria-style shops
and expenses for advertising measures implemented in the fourth quarter to
increase the recognition of Duskin as a company Creating Healthy Environ-
ments.

Free cash flow

50 billion yen

(billions of yen)
15

12.2 11.9

8.3
5.2 5.0

1.0

2016 2017 2018 2019 2020 2021

Net cash provided by operating activities for the fiscal year under review
was 10,103 million yen. Net cash used in investing activities totaled 5,019
million yen mainly as a result of the purchase of marketable securities and
investment securities. This resulted in a free cash flow of 5,084 million yen, a
decline of 6,904 million yen from the previous fiscal year.

Customer-level sales

359.5 villion yen

(billions of yen)

5007
1004 3297?58 345 3821 3769 3804 ggg5
! 2126 25 2718 2kt %0
300
200+
95 860 811 767 797 00
100+ -
252 %58 283 284 295 262
-
2016 2017 2018 2019 2020 2021
M Direct Selling Group Food Group I Other Businesses

The franchise system is a source of value creation for Duskin. Customer-level
sales in the fiscal year ended March 31, 2021, declined 18.0 billion yen from
the previous fiscal year primarily because Direct Selling Group businesses
were strongly affected by the COVID-19 pandemic. However, the Food
Group reported an increase in customer-level sales for the entire fiscal year.
Although the figures markedly decreased for Mister Donut in the first half of
FY2020 as the government declared a state of emergency, the performance
in the second half was higher than that of the same period a year ago.

Note 1: Customer-level sales are presented as a reference and represent the total of sales
at company-owned and subsidiary locations and the estimated sales at franchised
locations.

Note 2: Sales of overseas affiliated companies which are included in Other Businesses are
sales from January to December in the previous year.

Overview

Non'FinanCiaI nghllg htS (12-month period ended March of each fiscal year)

Number of Care Service Businesses Locations 2,699

(Locations)
3,000 T
2419 2460 2525 2607 2667 26%
e M e e
2,000+
750 745 754 7 e
1,000+
- " 120 124 )

6 9 81
2016 2017 2018 2019 2020 2021

W ServiceMaster BT Merry Maids M Terminix
M Total Green M Home Repair

In the fiscal year ending March 31, 2021, despite the negative impact of the
COVID-19 pandemic, we saw significantly greater demand for our package
service for cleaning and disinfection and the residential air conditioner
cleaning service because people were more aware of personal hygiene and
stayed home longer. This has helped us steadily increase new franchisees.
We will continue to work hard to recruit more franchisees, expecting that
demand for outsourced housework and cleaning services will steadily grow.

CO: emissions and reduction rate 22 4%

(thousands of tons of CO2) (%)
600 T T60
463 439 456 44
400 T T40
229
18.7 19:8
2001 o |~ f° 120
53 5.6/
o1t
0

2016 2017 2018 2019 2020 2021

M CO: emissions ~@- Reduction rate (from the FY2013 level)

In newly established Duskin Green Target 2030, our target in FY2030 for
reduction from the FY2013 level in Scope 3 CO: emissions across Duskin
Group locations has been raised to 46% from the previous 26%. We strive
for corporate growth and a sustainable society through our climate change
actions.

Rate of female employees in managerial positions 9.0v

(%)
407 T12
301 w X 3.0 19
e
201 . o1 Sl 16
60 6.3 6.4 :
10+ +3
0

2016 2017 2018 2019 2020 2021
W Number -@®- Rate

Since many customers are women, Duskin is aware of the importance of
supplying products and services that are attractive, convenient and
comfortable from the perspective of women. The rate of female employees
in managerial positions has been rising steadily and reached 9.0% in
FY2021. Duskin will remain committed to empowering women.

Number of Senior Care Businesses Locations 256

(Locations)
300
248 249 251 g5 250 256

10 15 105 P & )
200+
150 1e

1166)
141 144 145
100

2016 2017 2018 2019 2020 2021
M Life Care M Health Rent

With demand remaining high, the Health Rent business reported increased
sales even during the COVID-19 pandemic. The number of locations has
been on the steady rise. To help customers fine-tune their daily lives with our
products and services, Duskin is strengthening collaboration across
business lines, including the dust control rental, cleaning and technical
services, while emphasizing the hygiene domains.

Rate of recycling food waste 550%
® (%)
10,000 75

1 550 |
8000 gace 6502 5% 6 % 60
s O s A [ 430

40001 [ 36.3 ; J +30
2,000+ +15

2016 2017 2018 2019 2020 2021
W Waste -@- Rate

The Food Group has been working on reducing food waste. Unsold donuts
are transformed in processing plants into animal feed. Under Duskin Green
Target 2030, we aim to reduce food loss in the Food Group by half from the
level in 2000 as a way to contribute to the creation of a recycling-oriented
society.

Total annual hours worked per employee 1 ,703 hours

(hours)
2,500 T

11,899
1,500
1,000+

500

2016 2017 2018 2019 2020 2021

Duskin considers reducing working hours as one of its highest priorities.
After setting annual working hours per employee at no more than 1,800,
data related to long working hours is reported periodically to the Board of
Directors. Duskin has been implementing many initiatives, including
encouraging employees to take 60% or more of paid annual leave, a No
Overtime Work Day at least once every month and continued implementa-
tion of telework. A staggered work hour system is also in place to allow
employees to work more flexibly.

CORPORATE REPORT 2021
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Overview

Duskin’s Value Creation Model

We give back through our business activities as a way to express appreciation for society allow-
ing us to exist as a company through its confidence in our products and services. Sowing as
many seeds of joy as possible through effective use of the resources entrusted by our stake-
holders and society at large is our way of returning the blessings we have received. That is our
way of creating value: living the philosophy of Prayerful Management in our business practices.
We sow the seeds of joy throughout our franchise network to continuously enhance Duskin’s

corporate value.

Social
Issues

INPUT

>P.10

Human capital

* Employees: 3,819 (consolidated)
 Three educational facilities

- Seishinkan Guesthouse

- Duskin School

- Mister Donut College

Social capital

e Franchise system rooted in local communities
 Cooperation with local governments

® 7,353 sales offices nationwide

45 production and logistic facilities

Financial capital

o Total assets: 145.8 billion yen
e Free cash flow: 5.0 billion yen

Manufacturing capital

* Domestic manufacturing sites (plants)
Direct Selling Group: 3 sites
Food Group: 2 sites

e Rate of periodic inspections at contracted food
processing plants: 100%

Intellectual capital

o Patents held: 143 in Japan and 4 outside Japan
© R&D expenditures: 0.63 billion yen

Natural capital

e Plastic used in containers and packages: 1,051 t

 Recycling-oriented rental systems with 97% of
mops and mats reused

 Energy usage: 2,110,000 GJ (gigajoules)
® CO. emissions: 442,461 t-CO.

Politics Economy Society Technology
 Relevant laws and  Balance between ® Aging society and declining and work styles e Accelerating digitization
regulations CovID-19 infec.tion birthrate o More diverse families
o Meeting goals set control and socio-eco- o Changing values and o Deteriorating global
by the government nomic activities lifestyles warming issues

* More diverse employment

>P.11

Risks and Opportunities

Duskin’s Franchise System

United in the philosophy of Prayerful Management, Duskin aims to
grow together with our partners - franchisees. This has been our
unswerving commitment to the franchise system since founding it.

Business Issues

Mate riality

>P.14-15

Management
Philosophy

Franchisor Franchisees
~
> ‘“ j‘ Business Strategy
‘ Area Managers >P.24-25
(Operation and sales support)
_

Franchise package
(Trademarks, know-how, systems, management guidance)

-
Headquarters fees
(Franchise fees, guarantee deposits, royalties)

Long-term strategy

ONE DUSKIN

We aim to unite all Duskin businesses so as to serve our customers
in the most effective and courteous manner.

OUTPUT

Direct Selling Group
[>P.28-31

Clean Service
Businesses

Care Service
Businesses

Senior Care
Businesses

Other Direct Selling
Businesses

Food Group
>P.32-34
Mister Donut Business

Other Food Group
Businesses

Other Businesses
>P.35

Duskin Healthcare

Overseas Businesses

CORPORATE REPORT 2021

OUTCOME

Sowing the seeds of joy for people and society

Duskin’s

CSV

Creating Shared Value

Contributing to society
through business

Collaborative value creation

Customers Shareholders,
@ investors
i

with stakeholders

00 >P.10
Franchisees (ool Global
m @ environment
Local communities % Employees
Suppliers

From April 1, 2020 to March 31, 2021

* A business model that contributes to the sustainable develop-
ment of franchisees
(average franchise contract length: 36 years)

* Commitment to return of profits to shareholders
(net profit per share: 57.19 yen; dividend payout ratio: 69.9%)

 Sales growth through customer satisfaction
(customer-level sales: 359.5 billion yen)

e Care Service Businesses: 2,699 franchise locations
© Support services for seniors: 256 franchise locations

e Comprehensive partnership agreement with Osaka Prefecture

© Supporting local schools and education

 Rate of female employees in managerial positions: 9% (up 0.9
points from the previous year)

* Rate of employees with disabilities: 2.81% (up 0.13 points from
the previous year)

e Training received per employee: 18.7 hours
(up 1.6% from the previous year)

Social
Value

 Rate of recycling food waste: 55%
(up 4.4 points from the previous year)

 Food loss reduction rate: 41.6% (from the FY2000 level)
 Rate of recycling plastic containers and packaging: 31.9%
* G0 emissions reduction rate: 22.4% (from the FY2013 level)

>P.15

Note: The above amounts are rounded down.
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Overview

Duskin’s Value Creation Process (Commentary)

Human Capital

Duskin believes in establishing workplaces where employees
respect each other, and are respected, regardless of gender,
age, nationality, career, lifestyles, or any other factors, thus
empowering all employees to exert their talents to the fullest of
their potential. In this environment, we are prepared to re-
spond to the changing business environment and to diversify-
ing customer needs, which also enables us to increase our
value and competitive advantage.

We are dedicated to educating and nurturing human resourc-
es at the three educational facilities of the Seishinkan Guest-
house, Duskin School and Mister Donut College.

Social Capital

We focus on training and education of franchisee personnel,
as our goal is to help customers live in comfort and with peace
of mind through our products and services. These services
are delivered by our franchisees via our nationwide franchise
network, comprising 7,353 sales offices as well as 45 produc-
tion and logistic facilities. As many of the owners run their
businesses in the communities and markets where they and
their staff members were born and raised, they know and
understand the specific needs and attributes of each local
market.

To be the best service provider in their community, Duskin
service staff members must acquire the skill sets needed for
supplying quality service. They also play a major role in making
their offices as places to sow the seeds of joy throughout their
community.

Financial Capital

A solid financial foundation and sufficient cash flow have been
attained by operating the businesses in ways that continue to
generate sound profit. During FY2020, net assets stood at
145.8 billion yen and free cash flow amounted to 5.0 billion
yen.

This stable cash flow serves as a source for cultivating new
business opportunities as well as a financial reserve for our
business activities in times of crisis, such as natural disasters.
Ultimately, these financial resources support and assist Duskin
in our endeavors to create value for stakeholders. Going
forward, we will maintain this sound financial structure and
continue generating cash flow that fuels investments for
growth and profit returns.

Collaborative value creation with stakeholders

Stakeholder Expectations on Duskin Opportunities for dialogue

o

Manufacturing Capital

Duskin plants and contracted plants that provide one-of-a-
kind products and services are capital of indispensable
importance. Manufacturing plants in Japan consist of three
sites for the Direct Selling Group and two sites for the Food
Group. For the contracted manufacturing plants that process
products and raw materials, we conduct periodic inspections,
and constantly strives to make improvements and enhance-
ments to quality.

In addition, our specialists for food processing plants conduct
extensive quality inspections, covering facility management,
process management, hygiene management and production
management. This wide range of items on our checklist forms
the basis of our evaluations, and leads to guidance for im-
provements.

Intellectual Capital

At Duskin, we place value on earning the trust and faith of
customers, and treat the “researching the science of clean” as
a mission critical to performing our role as a member of
society. Based on our core technology cultivated through the
development of dust control products, we offer an array of
products that possess multiple functions, and aim to contrib-
ute to the field of creating healthy environments.

As of the end of FY2020, we held 143 patents in Japan and
four outside of Japan. We hold patents in our core technology
that is the source of our competitive capabilities, such as
product forming technology, know-how and other ideas. In the
previous fiscal year we invested 0.63 billion yen in R&D.

Natural Capital

Duskin has commercialized and grown an eco-friendly recy-
cling-oriented business based on the rental of cleaning and
hygiene products. We proactively take on initiatives to pre-
serve the environment in a number of business fields, includ-
ing food processing.

We always carefully consider the impacts on society and the
environment at every stage of our business flows — from raw
material procurement to product manufacturing, processing,
delivery, the consumption and use of products by our custom-
ers and the collection and recycling of used products. Our
focus is to develop safe and reliable products and services
that help to reduce our burden on the environment. Moreover,
our businesses pay close attention to recycling products and
materials so as to extract as much value as possible from
these limited resources.

10 CORPORATE REPORT 2021

O~0 To be the most customer-oriented company in the world, and to . ) . .
@7 Customers put pro-customer ideas into practice Consumer gatherings, Contact Center, fan meetings, Duskin website
 — .
”,'.ﬂ“ Franchisees Duskin franchisor and franchisees share the same philosophy. fSrl;ﬁEEirStebeygggoé;gﬁohr?:nagers, franchisee award programs,
% Local To become the most trusted and reliable service provider building Sg‘?ﬁ%ﬂ?g lgﬁzLisﬁﬁglsseS:nd ggﬂggﬂggélcaleczgiggs'\fyf?xg laundry
T communities harmonious and prosperous relationships with local communities Erevention' !
Suppliers To build strong partnerships through fair and appropriate Supplier Study Sessions, trade shows, Duskin Purchasing Clean Line
transactions
O Emplovecs Employees support each other, embrace challenges and grow Labor-management council, Occupational Health and Safety
m ploy together. Committee, hotlines, training programs, employee survey
@ Global To continue environmentally responsible businesses with goals for ~ Contribution to the conservation of the Hakusan National Park
=- environment business growth ecosystem, abiding by the Ordinance on Global Warming Prevention
[~~] Shareholders To strive for enhancement of corporate governance and continu- Intagrated Report, investor communication, financlal results
investors ously improve our corporate value briefings, company briefings for individual investors, meetings with

shareholders and institutional investors

Overview

Materiality

We assess the SDGs and other social issues in the context of Duskin Group’s value chain and
business model, and review our assessments to reflect social changes.

Process to Identify Materiality

First, we have categorized and analyzed external conditions in the four areas of politics, economy, society and technolo-
gy. Then, we have identified risks and opportunities from the perspectives of different stakeholders, namely, customers,
franchisees, local communities, suppliers, employees, the global environment, and shareholders.

Actions to address the identified risks and opportunities have been defined as material issues for Duskin. We have
established specific activities and key performance indicators (KPIs) for them with value creation and the SDGs taken into

account.

Identify business-
Analyze related issues

social issues and assess their
materiality

Discuss
adequacy and
identify material
issues

Establish KPIs
and implement
actions

Materiality Review

Even amid profound changes in the environment surrounding Duskin, we remain eager to pursue higher corporate value.
We move forward with the concept of CSV (Creating Shared Value) to resolve economic, social and environmental issues
through our business activities, and boost governance in ways that drive our creation of economic value, social value and
environmental value at the same time. To this end, we have reviewed our material issues which had a strong component
of Corporate Social Responsibility (CSR), and evolved the issues into the ones that aim to create shared value (CSV),
while also taking into account our contribution to SDGs. The updated material issues were decided after deliberation by

the Sustainability Committee.

Previous material issues Material issues for value creation

Focused CSR areas

Sustainable development of society
e Co-create value in the franchise chain

 Build responsible supply chain
management

Human resource development
¢ Create a diverse and inclusive workforce

Eco-friendliness

e Contribute to the creation of a
recycling-oriented society

¢ Address climate change

Focused CSV areas

Economic value
e Expand products and services in the hygiene domain

e Expand Care Service and Senior Care Businesses with
franchise recruitment

e Adapt shops and shop operations to new lifestyles

Social value
e Co-exist and co-prosper with communities

e Provide safe, reliable and sustainable products and
services

e Promote diversity and inclusion
e Support employees’ growth and career development
e Promote work-style reform and health-focused
management
Environmental value
e Contribute to the creation of a recycling-oriented society
e Address climate change

Governance
e Achieve more effective governance

CORPORATE REPORT 2021
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Materiality

Recognized Risks and Opportunities

Social issues and external environment

Politics

Economy

Society

Technology

Meeting goals set by the

> Relevant laws and regulations
government

e Establishment of hygiene manage-
ment systems in compliance with
HACCP

e Carbon-free society by 2050

e Tokyo Stock Exchange market
reorganization and the revision of
Japan’s Corporate Governance Code

infection control and so-

> Balance between COVID-19
cio-economic activities

e Recovery of the Japanese economy
from the slump

e Growth in stay-at-home consumption

e Accelerated shift toward a circular
economy

Aging society and declining
birthrate

e Shrinking working population

e Intensifying competition for talented
personnel

e Regional revitalization (invigorating
communities)

Customers

Franchisees

e | ower motivation of customers to
use services and lost business
opportunities from slow response
to changing social needs

e Higher need for routine hygiene
management

® Higher burden of hygiene manage-
ment and infection control for
shops and offices

V7

e Decline in customer satisfaction
and trust from providing inade-
quate services

Increased use of outsourced
services to cope with staff shortag-
es and improve management
efficiency

e Decline in dine-in demand

Growth in takeout and delivery
demand

Local
communities

¢ Deteriorating relationship with local
communities due to insufficient
communication

Contribution to regional safety,
security and economic invigoration

Changing values and lifestyles

e Increased hygiene consciousness

e Greater awareness of the SDGs and
the environment

e Focus on the quality and safety of
products and services

e Product supply disruption and

Procurement risk management and

> More diverse employment and
work styles

e More women working
e Spread of teleworking

® Engagement in diversity and
health-focused management

More diverse families

e |Increase in one-person households
and working couples

Deteriorating global warming
issues

e Adaptation to climate change

e More frequent massive natural
disasters

Suppliers quality deterioration arising from .
supply chain problems closer partnerships
e Declined organizational compe- * Creation of new value by embrac-
9 . P ing diversity and fostering a sense
tence due to a lack of diversity of unity in the organization
® Higher organizational competence
e | ost business opportunities from and employee loyalty by hiring and
@ Employees > outflow of talented personnel developing talented and diverse
employees
. ) e Higher labor productivity and
e | ower labor productivity and higher be%ter health %y Creatingrewarding
health-related costs work environments
e Social criticism and higher disposal ¢ ;'f%r;%:/;esafol'ggc;atﬁse,tgr:\lfvﬂgh to
costs from increased waste renewable resources ’
Global

environment

= Surging energy expenses due to
stricter environmental regulations;
business damage from increased
extreme weather events

Reduced environmental impact
through rational use of energy and
wide use of renewable energy

> Accelerating digitization

e Online options more favored

¢ Rapid informatization and expansion
of the use of personal data

CORPORATE REPORT 2021

Shareholders,
investors

e Business continuity risks and unex-
pected losses due to malfunction-
> ing governance system

Business portfolio optimized for
changes in social issues dialog for
sustainable corporate value
creation

* Damage to reputation due to lack
of ESG initiatives

e Fulfilment of social responsibility
and enhancement of confidence

Material issues

Expand products and services
in the hygiene domain

Expand Care Service and
Senior Care Businesses with
franchise recruitment

Adapt shops and shop opera-
tions to new lifestyles

Co-exist and co-prosper with
communities

Provide safe, reliable and
sustainable products and
services

Promote diversity and inclusion

Support employees’ growth
and career development

Promote work-style reform and
health-focused management

Contribute to the creation of a
recycling-oriented society

Address climate change

Achieve more effective gover-
nance

CORPORATE REPORT 2021
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Materiality

Material Issues and Creating Shared Value

T

Expand products and services in
the hygiene domain

 Broaden the lineup of disinfection, antibacterial and antiviral products
and services

e Develop hygiene products and services in the new business domains:
air purification and no contact

e \lake mops, mats and other core products antibacterial and antiviral

e Share of hygiene-related sales in total sales: 55%

Material issues in management
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e Ensure compliance and manage associated risks

e Provide hygiene service package solutions with infection control i
> options added Economic
7 : - value
Expand Care Service and Senior Care ° gggpaggvzcﬁrggzwi_coe")vned offices based on the urban franchise » Newly opened locations in Care Service Businesses: 206 (End of FY2020 2,699 locations)
Businesses with franchise recruitment « Recruit more franchisees (Care Service and Senior Care)  Newly opened locations in Senior Care Businesses: 84 (End of FY2020 256 locations)
Adapt shops and shop operations e Encourage shops to offer delivery service o Delivery service available at 635 shops
to new lifestyles o Make online ordering available e Sales from online ordering service: 8%
e Offer on-site lessons to help children learn the importance of cleaning
Co-exist and co-prosper with * Work with local governments in such areas as infection control, * 500 on-site lessons per year; seminars for schoolteachers at 25 sites per year
communities hygiene management, child and elderly welfare and promotion of  Conclusion of a comprehensive partnership agreement with Osaka Prefecture
local specialties
Provide safe, reliable and sustain- : Eri]vseurr;ftyh[?rl)n;Elrgr:lzrrﬁastg)ur}:;stg?}gucii)l:giggrsiﬁer:ﬁt?\ggtrin;terials 0 * Rate of periodic inspections at contracted food processing plants: 100%
able products and services ensure stable procurement o Continuity plans were complete for 60 products at the Direct Selling Group.
e Establish a third action plan under the Act on Promotion of Women’s . e Set the target rate of female employees in managerial positions in a third action plan (FY2022-FY2025)
Participation and Advancement in the Workplace Social value e Obtain “Eruboshi” certification under the government program to recognize companies committed to woman
Promote diversity and inclusion o Hire more people with disabilities empowerment
e Hire workers from abroad under the government-sponsored house- e Employment ratio of people with disabilities: 3% or higher
hold worker hiring program e Hire staff from abroad: 45 members
Support employees’ growth and >- Set clear objectives for group training and e-learning and establish © Hours of training per person per year: 15 hours or more
career development and enhance well-coordinated training systems o Rate of respondents feeling fulfilled in their career in employee surveys: 80% or higher in all generations
e Encourage diverse work styles and adjust annual working hours to .
Promote work-style reform and adequate levels e Total annual houlrs worked pgr gmployee. 1,890 hgurs or less
health-focused management « Make the entire Duskin Group certified as a Health & Productivity * Rate of teleworking among eligible employees: 40%
Management Organization o Affiliates certified as Health & Productivity Management Organizations: 27
e Maintain a rate of reused mops and mats: 97%
e Maintain the rate of reused mops and mats (plants) e Rate of recycling food waste: 60%
Contribute to the creation of a e Reduce food loss and recycle food waste
recycling-oriented society * Implement the 3Rs (reduce, reuse, recycle) for plastics; switch to Year 2030 Reduce food loss by half from the FY2000 level
renewable materials X targets * Rate of recycling containers and packaging: 60%
> Environmental 9 ¢ Reduce fossil-based plastic waste by 25% from the FY2020 level
value
e Encourage introduction of certified low-emission automobiles ) . . )
. o Use more renewable energy in addition to meeting the CO. emission  Register brand-new 3,760 certified low-emission automobiles ( End of FY2020 4,163 cars)
Address climate change reduction targets Year 2030  ® Reduce CO: emissions by 46% from the FY2013 level at Duskin Group locations
. |dme;;|cfty climate change risks and opportunities; disclose financial targets o Share of renewable energy in total energy use: 50%
i
e Enhance the function of the Board of Directors e Comply with Japan’s revised Corporate Governance Code
e Implement appropriate financial capital policies e |ncrease the total shareholder return (TSRY), using TOPIX including dividends as an index for comparison
>~ Foster stakeholder engagement e Become included in all ESG stock indices selected by GPIF
Achieve more effective governance Governance

 Build and operate a system for protecting and managing personal information

e Continue the improvement of the preparedness manual for large-scale natural disasters, which serves as the
BCP for the franchisor and franchisees

Contribution to SDGs

e | i
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Overview

A Message from the President

-

=8 .

L

y , Teruji Yamamura
. f : President and CEO

. -

Due to the coronavirus pandemic, the public is now much more aware of the need for proper
cleanliness, which has meant that demand for hygiene management and associated
measures to combat the virus has intensified dramatically. Making the shift to leader in
hygiene, health and cleanliness, Duskin has now made it clear that we are assisting our
customers to perfect their hygiene environment through our high-quality products and
services, which have been developed over our many years in the business. Based on our new
Medium-Term Management Policy, we have implemented a host of reforms in response to the
needs of the changing times, boosting our governance to achieve a multiplier effect of
economic, social and environmental value — all with a view to achieving sustainable growth.
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With the goal of being the most attentive service
provider in the world, we continue on our course of
growth as a company that prides itself on considering

the needs of others and bringing people joy.

A look back at fiscal 2020 and current circumstances

Fiscal 2020 (year ended March 31, 2021) marked the final year of our Medium-Term Management Policy
2018, Phase 2 of our long-term strategy ONE DUSKIN. Developing the model we created in Phase 1, we
have drawn up a plan designed to engender further growth. However, the coronavirus pandemic has greatly
impacted our business since the third quarter of fiscal 2019. In order to fulfill our biggest responsibility, which
is to maintain our franchise system, we have focused on sales recovery strategies while at the same time
assigning priority to the safety of our customers, franchisees and employees. Still we were below our targets
due to the pandemic. Though we did not reach our numerical goals, we believe that the policies we imple-
mented last fiscal year form the foundations of growth for Phase 3. During the current fiscal year, we were
slated to announce a new Medium-Term Management Policy starting in this fiscal year ending March 31,
2022, but due to uncertainty over the coronavirus pandemic, we have had to postpone our plans. We will be
publicizing our new policy, including numerical goals, as soon as it becomes feasible.

Fiscal 2020 marked a year where all of our group businesses were heavily impacted by the coronavirus
pandemic. During the first half in particular, we were plagued by problems with customers who were forced
to close store locations during the State of Emergency Declaration, and further by the cancellation or post-
ponement of numerous events. This led to a dramatic decline in sales for the Direct Selling Group’s dust
control products and our Rent-All business. Though our performance fell on the previous year, at the same
time the pandemic ushered in greater awareness of cleanliness and hygiene as well as a higher percentage
of time spent at home. These factors led to a large increase in demand for a hygiene service package com-
bining professional cleaning and technical services, as well as home air conditioner cleaning services. Sales
of antibacterial mats and alcohol sanitizers as well as air purifiers climbed. Under the next Medium-Term
Management Policy, our plan is to further boost these kinds of cleaning and hygiene products.

In the Food Group, Mister Donut, which had recently celebrated its 50th anniversary, was heavily impacted
by the coronavirus pandemic during the first half of the year. During the second half, however, demand grew
for takeout, and our MISDO Meets, a series of menu items jointly developed in recent years with other
companies, received high marks. The result was an increase in total customer-level sales for the full year of
1.1% over the previous year. Led by the increase in sales for Mister Donut, sales for the Food Group saw an
increase of 0.8% over the previous year.

Duskin’s role and vision for the future
Leading the way in creating clean and healthy environments

In light of the coronavirus pandemic that began last year, we have devised a framework for creating clean
and healthy environments on a daily basis on all fronts. We have announced a major policy shift, from a
cleaning company to one that creates clean and healthy environments. By letting potential customers know
that Duskin’s products and services are there to help them create clean and healthy environments, it is our
hope that we will reach a different customer base than before. Demand for creating healthy environments

CORPORATE REPORT 2021
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A Message from the President

Prayerful Management

Management!
Philosophy

~— To be the most attentive service provider

Management

\lision

/7 Long-Term Strategy aNE DUSI(_’N

We aim to unite all Duskin businesses so as to serve our customers
in the most effective and courteous manner.

Business Strategy
ONLY ONE NUMBER ONE ALL FOR ONE
A one and only franchise system T - All business units and services
where franchisor and franchisees join to respond to the needs of

business in the community

share our management philosophy our customers

has been greatly stimulated by the coronavirus pandemic, such that even younger generations have become
more sensitive to hygiene and cleanliness. For this potential new audience, instead of cleaning services, we
offer to help maintain a clean and hygienic living environment, working together with the customer. To
achieve our goals in this regard, we contract with third-party institutions in order to guarantee antibacterial
and antiviral properties of our products. Also, we plan to generate new growth opportunities by way of joint
development with research institutes and universities that can help us to further enhance the hygienic attri-
butes of our products, as well as investment in venture companies.

As for overseas development, we have broadened our pest control services in Taiwan with a view to main-
taining a growth path. In China, we are moving ahead with cleaning businesses other than dust control. Our
services have earned a reputation for high quality compared to other companies. These factors, along with
the fact that Japan’s hygiene standards are trusted in the Asia region, we believe that there are possibilities
for expanding on our brand — Duskin as a leader in hygiene, health and cleanliness — in other countries as
well as in Japan.

As for the Food Group, in addition to initiatives to increase takeout demand at Mister Donut shops, we have
also implemented online ordering services as a contactless sales method. Because the Food Group had
terminated an unprofitable business during the previous year, we will step up a review of our various busi-
nesses and optimize our business portfolio in order to focus investment on strategic businesses.

Division of labor between information dissemination and distribution

Amongst measures outlined in our new Medium-Term Management Policy, a particularly important one is
restructuring information dissemination and distribution of products by way of digital transformation strategy.
While franchise operation is considered a Duskin strength, for some customers, there was a delay in our
collecting information about the products they use or they were not informed about the products and ser-
vices. To resolve this issue, while sharing customer information between the franchisor and franchisees, we
have changed our system such that Duskin headquarters is responsible for dissemination of information on
products and services, while it is primarily our franchisees that distribute products. Through this division of
labor, Duskin headquarters is able to directly assess customer needs and solve any issues.

Regardless of these changes, the management philosophy of our founder, which was to sow the seeds of
joy amongst people and the greater society, remains unchanged. Indeed we are implementing various types
of reform in response to the changing times for the very purpose of fulfilling our role as a company that
continues to grow and serve the public.
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ESG initiatives to achieve long-term growth
Doing our part for decarbonization

With a view to going carbon neutral by 2050, the Japanese government has set a goal of a 46% reduction of
CO: emissions in 2013 by 2030 — an indication of a greater focus on corporate decarbonization. Our busi-
ness is based on a recycling business model where rental mops and mats are washed and reused. As we
continue to bolster our ESG initiatives, we boost corporate value, which in turn leads to business growth.

One environmental initiative that we are considering is to replace the numerous vehicles used for rentals,
sales and technical services around the country with electric vehicles. In addition, by optimizing delivery
routes, one approach may be to reduce the number of vehicles deployed while maintaining sales. In order to
gain understanding from our franchisees, these initiatives must be implemented gradually, but meanwhile we
need to establish key performance indicators (KPIs) as we gradually make the shift.

Human resource development by taking up challenges

A long-term initiative to address the “S” in the “ESGs” — which refers to human resources or “social” — is to
extend the re-employment age to 70 years. At present, the regular retirement age is through 60, and re-em-
ployment is an option through the age of 65. We are currently planning to change the former to 65 and the
latter to age 70 over the next 10 years. In April 2021, to improve the efficiency of our operations, we launched
our Shared Services Center, which integrates the administrative aspect of our businesses in one depart-
ment. Along with streamlining corporate administration over the next three years, we are slated to re-orga-
nize our organizational systems.

As of next April, we will be adopting a new human resource system, under which talented employees can
continue to get promoted and move into management—even skipping several ranks on merit. Due to recent
trends such as double-income couples and the need for in-home care for family members, we are seeing a
growing number of employees who do not want to be transferred. To meet these changing needs of the
times, our plan is to build flexibility into our human resource systems and work options, and welcome a
diverse array of personnel.

Our ideal employee is capable of thinking and taking action on their own. While speaking one’s mind can
certainly cause rifts between people, innovation does not tend to come about when everyone simply agrees.
Our founder believed that fearing failure and not taking action is worse than trying hard but not succeeding. |
myself have faced many circumstances where things did not go well, but because | am not afraid of failure
and was determined to achieve my goals, | chalked these failures up to experience, simply deciding that a
particular method did not work. | would then apply what | learned to the next challenge.

Over the course of the 58 years since Duskin was established, we have been engaged in approximately 200
business projects, only about 14 of which have continued through the present time. When broken down into
percentages, this is merely 5% to 10%. Conversely, this amounts to a 90%-plus failure rate yielding our
current success, which is the reason we believe trial and error helps employees to develop.

Decision-making for the public good

Lastly, on governance, we revised our Operating Officer System three years ago, at which time we added a
system where we hold strategic deliberations on different themes each time to the customary decision-making
process by the Board of Directors. Dynamic deliberations have ensued, due in large part to the role of Outside
Directors in these meetings. At present, we have three Outside Directors, each from different fields, two of
whom are women, and our plan is to continue with this format in the future. We also have our Outside Directors
share other roles besides the Board meeting, including product development meeting, information system
meetings and the Quality Assurance & Environment Committee. Our Outside Directors have even come to my
office, at which time | have had the opportunity to hear their very important opinions as business managers.
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A Message from the President

Japan’s revised Corporate Governance Code was enacted this year. The code has become stricter as more

demands are made of corporate governance. Our mission as a stock market-listed company is to implement
reform in accordance with our governance code, along with full disclosure. In order to be able to continuous-
ly implement transparent management, it is critical that employees are more concerned with serving society

than with the benefit of the company. We believe that a company must in essence be a group of people that

can decide whether or not a set of policies benefits the public or not.

Keeping ahead of changes and being good on “four sides”

The strength of our franchise chain lies in the fact that we have developed a solid relationship of trust be-
tween the franchisor and franchisees rooted in our corporate philosophy. One key role of our company is to
protect our franchisees in the event of extraordinary circumstances. In this connection, in the spring of 2020,
when the impact of the coronavirus pandemic became apparent, we gave relief money not only to our
franchise owners but also to our Mister Donut employees, including part-time workers. The money was
distributed to the recipients extremely quickly, and we received many words of thanks from our people
working on-site. It is precisely because of the close relationship between Duskin headquarters and our
franchisees, which share the philosophy of sowing the seeds of joy, that we were able to act promptly and
precisely under these circumstances.

Our corporate philosophy of Prayerful Management perfectly fits the modern term “creating shared value”
(CSV). This idea is also akin to the old-fashioned idea that if all is good with the seller, buyer and the public,
then all is right on the “three sides.” Our company adds a fourth — the party that delivers our products and

services — the franchisees. This is why we talk about “good on all four sides.” At this juncture 58 years since
our founding, we have a renewed sense of the fact that our company is built on a relationship of trust with
our franchisees. Our franchisees have at this point in time changed hands two or three times, some within

Policy to address the coronavirus and prevent infection
Duskin assigns top priority to the safety of our customers. By compiling strategies to prevent infection and ensure safety,
we are working to serve the greater society.

Maintaining our franchise chain

As a franchisor, Duskin headquarters
backs up its franchisees to maintain shop
and sales locations around the nation.

© In May 2020, relief money was given to all of our franchise owners and their employees on
all of our business. (Total 1,658 million yen)

@ Unused products returned to Duskin headquarters; expired Mister Donut unused ingredi-
ents also returned.

@ Duskin puts hold on collection of accounts receivable from franchisees and provides
financing

@ Doors added to showcases at cafeteria-style Mister Donut locations (1.137 billion yen)

© Investment in advertising and promotion made with a view to recovery of Direct Selling
Group sales

Direct Selling Group: Making the
shift from a company engaged in
cleaning services to a company
forging healthy environments.

As the importance of hygiene manage-
ment intensifies, we develop products and
services with a focus on health and
hygiene.

For commercial customers Becoming a provider of hygiene management
e ServiceMaster Antibacterial Cleaning Package e Event Hygiene Services

For residential customers Becoming a one-stop shop for family lives

* Merry Maids home disinfecting option e TuZuKu Long-lasting Disinfectant and Cleaner

Food Group: Creating shops
where “something good”
actually happen for customers
We create an environment where custom-
ers can feel comfortable in our shops
while adopting an easy takeout system so
that we can continue to deliver great-tast-
ing products

Keeping ahead of the needs of the changing times, our goal for Mister Donut is
universal, any-time access

e \Web reservation system e Central control kitchen
e Drive-through e Development of manpower-reducing shops

Product strategy to realize “something good” for customers

¢ MISDO Meets collaborative products ¢ Collaboration with other brands on mascot
characters

e Stepping up MISDO GOHAN takeout e 50th anniversary commemorative takeout box
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families, yet due to our solid management philosophy, the franchisor and franchisees continue to work
together to carry out our destiny as a franchise.

To our stakeholders

Our new Medium-Term Management Policy is the final phase of our long-term strategy ONE DUSKIN, and
we are at the point where we can now foresee the future after the strategy. Over the next three years, in
accordance with the four themes of: (1) expanding existing businesses, (2) investment in new growth oppor-
tunities, (3) implementing structural reform and establishing a solid foundation and (4) coexistence with local
communities, we are working to engender a multiplier effect between economic, social and environmental
value as we step up our business base. The ultimate goal is to achieve sustainable growth. Although we
have yet to foresee the end of the coronavirus pandemic, we at Duskin pledge to work with the localities in
which we operate for not only coexistence but co-prosperity, and to help resolve economic, social and
environmental issues through our safe, reliable and sustainable product and service lines. By way of this
variety of means, we are dedicated to achieving a happier, more affluent life for all of our stakeholders. We
deeply appreciate all of your collaboration and support for our Group, now and in the future.

LAt 4B %
Teruji Yamamura

President and CEO
Duskin Co., Ltd.
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Our Growth Strategies

Review of Past Medium-Term Management Policies

Review of the Phase Il of the ONE DUSKIN Long-Term Strategy

FY2010 - FY2011

FY2012 - FY2014

FY2015 - FY2017
Long-Term Strategy ONE DUSKIN

We aim to be regarded as the world’s most

We will reform and improve all aspects of our

We will formulate the action plan “Commitment & Action”

1. New growth

Phase |l

Medium-Term Management Policy 2015

FY2018 - FY2020

" Medium-Term Management Policy 2018 -

Numerical targets — consolidated sales: 169 billion yen, consolidated operating profit: 8.2 billion yen
FY2020 results — consolidated sales: 153.7 billion yen, consolidated operating profit: 4.6 billion yen

Our goal in Phase Il was to continue to develop the business model that we created in Phase | but was not achieved mainly due to the impact of the
worsening coronavirus pandemic. Still, we were able to build the foundations for our ONE DUSKIN Long-Term Strategy in the following aspects.

Basic Strategy

FY2020 Results

® New business development

* M&A, business alliances
New businesses, with public sector

M&A

® Increased demand for the Care Service and Senior Care businesses

¢ In the Care Service and Health Rent businesses, which are considered growth mar-
kets, we have stepped up opening of new locations in areas lacking locations.

® Collaboration with municipalities
¢ We have partnered with the government of Osaka Prefecture to resolve social issues, pri-
marily in the areas of anti-infection strategies as well as cleanliness and hygiene
management.

e Establishment of brand in
growing markets in the

Overseas Asian region

® Direct Selling business

¢ With a view to further development in East Asia, we have expanded our pest control ser-
vices in Taiwan, drawing on comprehension skills of our Clean Service.

® Mister Donut business
¢ We have increased the number of Mister Donut showcases at convenience stores in Tai-
wan, the Philippines and Indonesia — total 6,275 shops (up 2,976 from FY2017)

® Residential customer market
Diversified and expanded customer contact points to strengthen relationships

j=21
= £ attentive product and service provider by our systems from product development to sales or the Phase | of our Long-Term Strategy ONE DUSKIN to
-2 2 customers in every community. channels, so that all of our customers feel that build the foundation for the realization of the nine-year-
= n%j “Duskin is empathetic, familiar and easy to long strategy.
access.”
To swiftly resolve the issues of people, products We will review all of our services to ensure our During the first three years of Phase |, we strive to recover
and services and system, we will consolidate operations are seen from the customers’ per- our business performance and put it on a growth track
existing businesses that had been individually spective. These reviews are conducted jointly by | through the following initiatives.
developed into the following two: the head office, which focuses on service and Basic approaches
® Clean Group (Dust Control business, Care Service | Product development, and regional offices, 1. Business model development: We will develop a
businesses and others) which concentrate on responding to customers business platform for Duskin and its franchisees to
e Food Group (Mister Donut business and others) in each regional market. share and make the most of customer information.
o Priority issues Priority issues ) 2. New growth: We will focus on developing new busi-
S 1. Business operations led by regional offices 1. Operational system reform: We wil transform nesses, and expand the Clean & Care and Mister
S 2. Women’s involvement in development and the system for dehvgrmg products anq ser Donut businesses overseas.
(@) lanning of products and services, business vices to customers into a customgr—orlented 3. Structural reform: We will review the cost structures
c P gorp s one that meets the needs of the times. ) o ot
g | operalions and enhancement of raining 2. Corporate structure reform: To reduce costs Z;z:%?;riwnaotri]oing lsig:f:r\g Ifscfgbg Ry
- 3. Expanding customer contact points we will review the system from production to profit structure. y ! . ¢
4. Raising efficiency; strengthening the corporate distribution. "
structure - . o 4. Enhancement of corporate governance: In addition
3. Original and imaginative approaches to to our goal of fair and transparent management, we will
change the status quo: We anticipate the strengthen our corporate governance as part of our
needs of our customers in each region and growth strategy.
formulate policies.
4. New growth: We will expand the Dust Control
and Mister Donut businesses overseas
We took the following initiatives: We took the following initiatives: The first three-year phase made a foothold on achieving
e Established an organizational framework of e Built a new system for delivering rental mops the ONE DUSKIN strategy.
region-driven operations by delegating author- to customers, such as by mail. o '
ity to regional offices which work closest to our | e Further promoted the delegation of authority We initiated the following:
customers. This structure enables regional for business operations to regional offices New businesses
offices to swiftly implement plans tailored to which work closest to our customers, and built | ® Rebranded the Home Instead business into the Duskin
local characteristics. a system that enabled formulation of policies Life Care business to strengthen services for the senior
 |ncreased the number of female Area Manag- tailored to local characteristics. market.
ers at regional offices, who supervise e Made two manufacturers into subsidiaries to ® Started the Home Repair business as a new technical
franchisees. improve profitability through in-house service.
® Appointed more women in the product devel- production. Overseas development
opment and advertising sections. e Started operation of the DDuet membership ® Made Malaysia’s largest donut chain, Big Apple, a
e The Clean Group conducted cleaning demon- website as a pathway to deliver information subsidiary.
strations on the street and at post offices, test- directly to our customers. Growth of existing businesses
% ed online order placement and product ® The Clean & Care Group reinforced its direct selling
= delivery by courier service. Mister Donut intro- business model and hygiene management service
g duced Baked Donuts, a new product category. structures.
® Reallocated human resources to regional offic- * Mister Donut accelerated renovations to new-type
es; reviewed operating procedures and shops and introduced light meal items for breakfast
streamlined them to improve efficiency. and lunch.
There were contingencies unexpected at the We found customer needs and consumer behav- | We have implemented reforms to help customers use
time of planning, including the Great East Japan ior to be more diversifying than expected. New new systems, products and services.
Earthquake in March 2011 and the associated systems were completed but not recognized well
nuclear power plant disaster as well as major enough among customers to be utilized. We Mister Donut found customer needs and consumer
changes in the situation overseas. In addition, as | continued to introduce new products and ser- behavior to be more diverse than expected. Sales per
prices for raw materials, such as crude oil and vices as part of our efforts to strengthen product | shop in operation increased, but total sales were lower
grain, rose more than expected, we did not wait and technological development, but challenges due to the decrease in the number of shops.
for the end of the Medium-Term Management remained for the group as a whole to achieve
Policy to re-extract the issues and instead pro- growth.
ceeded to develop suitable measures and
responses.
® Mister Donut entered Malaysia, and the Dust ® We have succeeded in reducing costs by Clean & Care Group
Control business expanded to South Korea. implementing various cost-reduction mea-  For residential customers, membership of the DDuet
e Sales of cleaning and technical services sures, such as production and distribution website has increased from 70,000 at the end of March
increased, which is largely because we were system reforms. 2015 to 680,000 at the end of March 2018, thanks to
able to minimize opportunity loss by strength- | e Building a policy planning system tailored to the efforts to publicize its extensive membership
§2] ening the structure to respond to the demand regional characteristics has enabled swift poli- benefits.
> concentrated in short periods, such as air con- cy implementation. ® For commercial customers, we have strengthened our
% ditioner cleaning and year-end cleaning. structure and foundation for providing services to main-
o tain cleanliness and hygiene by developing Hygiene
Masters equipped with the specialized and sophisticat-
ed knowledge.
Structural reform
® Profitability was improved due to cost reductions in
procurement, production and logistics.
® We have introduced Baked Donuts and pro- ® Plans and measures were developed in line e The Clean & Care Group trained sales representatives
moted sales of summertime donuts and with regional characteristics, but they were not to function like concierges for residential customers
donuts unique to certain local areas. However, well implemented through the existing sales and strengthened hygiene management services with
sales were lower than in the previous year due channels. Further diversification of customer Hygiene Masters. Leveraging these service structures,
% to the impact of a drop in consumer spending. contacts was required. the Clean & Care Group needs to drive sales efforts to
»  © Sales for residential customers were at the e Overseas, we increased the number of loca- build a foundation for growth in the next phase.
%]

same level as in the previous year due to the
introduction of the LalLa floor mop. Sales for
commercial customers, however, dipped lower
than the previous year’s due to companies’
strong drive to reduce cost.

tions in existing markets but were not success-
ful'in entering new countries.

® Mister Donut recorded higher sales per shop in opera-
tion, but total sales were lower. This was due to the
decreased number of shops as new shop openings
were delayed. Mister Donut needs to accelerate its ini-
tiatives to rebuild the brand.
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3. Strengthening corporate structure

dividend payment.

a DUSKIN  Servicemaster. TERMINIX. e Increased number of members on the DDuet free membership website — total 1.24
8 million members (up 0.65 million from FY2017)
S i .
1G] merry maids. TotalGreen e Commercial customer market
(o)) calth Training employee playing the key role of business partner in providing hygiene and
& g _ S+ o cleanliness know-how
% @ HomelRepair Ent * \We have trained Hygiene Masters, specialists able to provide all-inclusive solutions for
qc') %2 TALRLTE hygiene management of facilities and commercial kitchens — total 1,732 (up 682 from
'g ° FY2017)
a 9 Health & Beauty . . .
> S L']@C @ e Care Service and Senior Care businesses
-..% L are Uniform Service We have focused on recruiting franchisees to accommodate increasing demand.
§’—<’ N CARE  Franchise development in five Care Service businesses: total 2,699 (up 174 from FY2017)
g * Franchise development in the Health Rent business: total 166 (up 21 from FY2017)
it
5 e Mister Donut
g g Product strategies
% O . We have engaged in joint development with companies and brands boasting high-quality
q>) o o mister ingredients and technigues. MISDO Meets series has been particularly well-received
a > »<Donut Bakery Factory amongst customers.
d e Shop openings and renovations
O . We have opened both shops with and without kitchens to individual locations. We have
'8 Ple ‘F@Ce accelerated shop renovations to and new openings of new-concept shops featuring
le) broader menu options: total 373 (up 257 from FY2017)
L
Hla. ® Other food businesses
M=SD~"! )~ Katsu & Katsu has been rendered a subsidiary in order to help Duskin run this business in
an agile, streamlined manner, as well as to expand on the business — total 16 restaurants
(up 1 from FY2017)
* \We have reviewed and optimized the business portfolio at the Board of Directors. We have also established and operated an
Investment Evaluation Meeting.
c ¢ We have changed the Directors Evaluation Committee to an organization consisting solely of independent directors as an advisory
orporate ; ’ . o .
S — body to the Board of Directors with regard to director nomination and compensation.
9 ¢ \We have introduced an Operating Officer System to streamline the Board of Directors’ decision-making process and strengthen its
supervision of company business. Decision-making authority for matters concerning a particular division is delegated to the
Operating Officer in charge of that division.
* Through the tightening of profitability control and the appropriate allocation of business resources, we have considered financial
strategies that take into account investments for growth. Furthermore, we have implemented cash flow management with an
) . awareness of the capital costs.
Capital policy

¢ We have determined the annual dividend amount based on a target consolidated payout ratio of 50% and implemented stable cash

* We considered a flexible approach to company stock buybacks in order to improve equity value per share.

Structural reform

* |In order to allocate more personnel to the Care Service businesses — our focused area, we have transferred personnel between

business segments.

information technology.

* Steps were taken to streamline our business operations such as the use of the Shared Services Center as well as RPA and other

* We conducted RFID tag test to improve efficiency of rental mat distribution system.
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Our Growth Strategies

Future Initiatives to Address Business Issues: Aiming to Enhance

Economic Value SDG targets ™

Changes in the business environment and business issues Specific initiatives

In recent years in Japan, the population is aging rapidly and there are growing concerns about labor shortages and
senior care. In addition, people have become more conscious of food safety and reliability. Additionally, due to the coro-
navirus pandemic, hygiene and cleanliness have also been the subject of close scrutiny, a trend which has led to greater
expectations for products and services that respond to a range of cleanliness and hygiene needs. Further, due to an
increased number of people working at home and changes in work practices, daily life patterns have changed — in turn
generating needs for digitizing a system to provide customers with information they want, as well as new distribution
needs including deliveries and takeout. Taking these changes in our business environment as growth opportunities, we
are moving forward with strategies that highlight the Duskin’s strengths of our franchisees, which are deeply rooted in our
community, and a variety of customer touchpoints.

oY

Remaining sensitive to
changing customer needs,
we continue to deliver
products and services —
from the perspective of
information and distribution.

Information Distribution

Products

Services

Future initiatives: four strategic themes

I Expanding existing businesses

Optimizing business portfolios and boosting the value chain

e Focusing investment on strategic businesses through portfolio analyses and reviews; withdrawal from unprofitable businesses
* Reforming information and distribution systems by pursuing digital transformation strategies

e Expanding on our areas of business and improving profitability by bringing new products and services to market designed to
address market environment and customer needs

I Investment in new growth opportunities
Growth strategies through new value creation in line with future projections
e Carrying out growth strategies via M&As and investment in venture companies

I Implementing structural reform and
establishing a solid foundation

Investment in new growth opportunities and solidi-

fying our foundations to develop existing business

e Forging an optimal organization and business struc-
ture to achieve both companywide and business-spe-
cific strategy covering all types of business

e Tighten profitability control in each business segment

Investment in new growth opportunities

Expanding existing
businesses

Direct Selling Group

—Leading the way in creating clean and healthy environments

In helping customers to fine-tune their daily lives with our products and services and match-
ing the rhythm of their living and working environments, the Direct Selling Group focuses on
the following three areas.

e Hygiene: Duskin’s development will be focused on four categories of significant customer
needs. Firstly, we are seeking to expand upon our lineup of daily-use hygiene products.
Our next step is to improve our core products of mops and mats to make them more
hygienic and imbue them with virus-neutralizing qualities. We are also boosting develop-
ment of products and services meeting the needs of today’s society, including hygiene
service packages combining optimal products and services, such as for Event Hygiene
Services.

Work-life management: Our customers have ex-
pressed increased needs in certain areas due to the
coronavirus pandemic, including the desire to make the
most of their time at home, as well as to improve
efficiency of work and family life. In order to meet these
needs, we are working hard to develop services that
involve much more than cleaning and helper services.
Senior support: Drawing on the know-how we have in
the nursing-care item rental services and nursing-care
service fields, we provide continuously updated ser-
vices to help ensure that seniors can lead the lives they
want to live.

Event Hygiene Services

(In addition to event planning and
operations, we facilitate hygiene and
cleanliness control for entire venues.)

KPI (Targets for the end of FY2023)

e Ratio for hygiene and
cleanliness sector sales:
55%

e Number of new locations
in the Care Service
businesses: 206
(2,699 locations by the
end of FY2020)

e Number of new locations
in the Senior Care busi-
ness: 84
(256 locations by the end
of FY2020)

Food Group

—Assessing changing and diversifying customer needs

The Food Group is developing stricter hygiene control measures in our shops and restau-
rants, and expanding delivery services to address takeout demand. The group is also
improving online ordering services such that customers can access the system more
frequently and regularly. As for Mister Donut, we plan to have more kitchenless shops
primarily in metropolitan areas, via a central kitchen, as well as drive-through shops. In
addition, we are moving ahead with research on locker-style drop boxes. In other food
businesses, in view of realizing new ways of delivering our
products to customers to meet their requests, we are
studying tie-ups with specialized delivery companies as
well as the feasibility of opening specialized takeout stores.

We are aiming for building new markets and new systems
in order to address a range of customer issues including
lack of nearby locations, lack of products customers want
and being forced to wait, from the perspectives of infor-

. C . Showcase doors installed at the
mation and distribution.

cafeteria-type locations

e Shops and restaurants
offering delivery services:
635

e Ratio of online order
sales in total sales: 8%

—Doing our part for developing a more sustainable society

We are taking steps to streamline our business operations such as the use of the Shared
Services Center incorporating RPA and other information technology. At the same time, we
are considering financial strategies that take an aggressive approach to investment for
growth and moving forward with cash flow management in light of capitalization costs. We

e Addressing the revised
Corporate Governance
Code

as well as appropriate allocation of business resources Coexistence re:re also folﬁubsing ?” aqdrzsﬁirla thTe LzeViSSetd Cﬁ;pofte Got\)/err;ancte QOds ‘i‘t”d preparing for o jmproving total share-
_ . N . ow we will be categorized in the Tokyo Stock Exchange by structuring better governance holder return (TSR

I Coexistence with local communities with local systems. . seleotefj b ihe
Proactive initiatives on ESG and SDGs communities Y

e Implementing the concept of Creating Shared Value
(CSV) through the resolution of economic, social and
environmental issues by way of our business

e Reinforcing governance to achieve a multiplier effect
between economic, social and environmental value

Implementing structural reform
and establishing a solid foundation

24 CORPORATE REPORT 2021

Business infrastructure and ESG

Duskin is determined to do its part for the development of a sustainable society that strives
to achieve the SDGs and also to raise corporate value. To move forward on these objec-
tives, we are working toward Creating Shared Value (CSV) with a view to resolving econom-
ic, social and environmental issues through our business — even during the coronavirus
pandemic. And at the same time, we will improve our corporate governance to generate
value for everyone by solving problems in these three areas.

Government Pension
Investment Fund as
meeting all ESG stock
indices.
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Our Growth Strategies

Overview by Segment ¢z
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Notes:

Consolidated sales

158.7 billion yen

104.7
billion yen
Composition ratio

68.1%

36.5
billion yen

Composition ratio

23.8%

12.4
billion yen
Composition ratio

8.1%

* The amounts are rounded down.
* The composition ratio of consolidated sales is based on sales to external customers; the composition ratio of operating profit is prior to intersegment eliminations.
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Operating profit
4.6 billion yen

8.7
billion yen

Composition ratio

89.1%

Composition ratio

0.6 billion yen

Composition ratio 6.70/0

Operating margin

3.0%

8.4%

YoY

Down 2.1 o]

YoY

5.3%

YoY

Up1.7 o]}

Sub-segment

Customer-level sales Number of locations

359.5 billion yen

15,566

Clean Service

174.5 billion yen

Composition ratio

48.6%

2,580

Clean Service
Rental and sales of cleaning products

HERBERBZS

DUSK!N

Care Service

52.4 billion yen
Composition ratio

14.6%

2,699

ServiceMaster Terminix

Professional cleaning

Merry Maids

Pest control and comprehensive  Convenient home cleaning

service sanitary management and helper services
FO0BE3L, BRI R HEER KRBT .
ServiceMASTER. TERMINIX merry maids.

Total Green
Plant and flower upkeep

BREROBFAN

TJotalGreen

Home Repair
Fixing scratches and dents

HomelRepair

13.3 billion yen

Health Rent

Rental and sales of home healthcare items

Duskin Life Care
Quality home care for seniors

Senior Care Composition ratio 256 ealt&
3.7% Ent Lif>Cdre

LY [V § V] o
Rent-All Uniform Service

Other direct selling businesses

12.7 billion yen

Composition ratio

3.5%

833

Rental of special event and daily-use item

SAFD
L=

DUSKIN RENT-ALL

Leasing, sales and cleaning of uniforms

Health & Beauty

Cosmetics and health foods

Mister Donut

Homemade donuts and g
a variety of menu items O

. = mister
MlSter DonUt Composition ratio 961 »<Donut
MOSDO
Collaboration with ~
MOS Burger M-SD
Bakery Factory Pie Face Katsu & Katsu
Bakery shops with fresh- Pie specialty stores Pork cutlet restaurants

Other food businesses

Composition ratio

24

from-the-oven items

HAPPY PIE HOME

from Australia

using quality ingredients

B Pie f&Ce b2

Bakery Factory

Overseas business

17.8 billion yen

Composition ratio

5.0%

8,000

Other

8.4 billion yen

Composition ratio

2.3%

213

(Number of contracts)

Clean Service
Our circle of cleanliness
extends overseas

DUSKIN

Mister Donut

Mister Donut is welcomed g.m s
= mister

across borders Y=< Donut

Big Apple

Two brands come together

Duskin Healthcare @

Hygienic environments for ( )

medical institutions DUSKIN
HEALTHCARE

Notes:

* The above sales figures represent total sales for our domestic and overseas company-owned sales locations and subsidiaries, as well as projected sales for our franchisees. These figures are for reference purposes.
* Figures for the customer-level sales (sales to external customers) of our overseas businesses are noted in total figures for January-December, in order to accommodate the fiscal year-end for

our overseas subsidiaries included in our consolidated financial statements.

* The numbers of domestic sales locations are as of March 31, 2020; the number for overseas businesses are as of December 31, 2020.

* Because some business locations operate multiple businesses, the number of locations above may differ from the actual number of offices.

* Overseas business locations include shops operated under master franchise agreements.
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Overview by Segment

Direct Selling Group

Leading the way in creating clean and
healthy environments with a view to
fine-tuning customers’ daily lives

Kazushi Sumimoto
Director and COO, Direct Selling Group

The coronavirus pandemic has had a tremendous impact on the lives of consumers, as well as the actions and aware-
ness levels of business providers in the context of their operations. Precisely because our social environment has
changed rapidly, we are now responding to needs for fine-tuning, either by restoring as far as possible the pre-pandemic
lifestyle of consumers and work environment, or by further incorporating newer patterns and methods.

The Direct Selling Group focuses on three separate areas in response to social needs: hygiene, work-life management
and senior support. Ever since our founding, Duskin has engaged in the creation of comfortable, hygienic environments
for both consumers and businesses, which means we have the comprehensive talent to provide “one-stop” packages of
support meeting customer needs with our specialized know-how pertaining to hygiene and cleanliness. Building further
on this strength, Duskin continues to develop its ability to create clean and healthy environments.

Environmental analysis

® Increased awareness of day-to-day hygiene and e Stricter legal regulations pertaining to direct selling
cleanliness as a result of the pandemic e Decline in number of small-scale businesses
e Systemization of hygiene control in accordance and increasing difficulty with sales due to the
Opportu- with HACCP . emergence of broad-scale national chains
iti ® Value of the sharing economy Risks requiring the attention of a headquarters
nities e Increased demand for service providers includ- ® Uneven supply and demand caused by season-
ing cleaning and helper services al fluctuations
e Increased needs for in-home nursing care and © Market changes caused by revisions in Long-
preventive care for frailty Term Care Insurance system
e Customer base of approximately 4.45 million house- ® Multiple businesses fostering a synergistic effect by
Duskin’s holds and 1.09 million business locations cross-selling between the sub-segments within the
strengths e A network of community-based franchisees support- Direct Selling Group
ing our customer base, and product delivery systems ® Trust and a sense of security in the Duskin brand

Group strategies

In order to properly address social needs, the Direct Selling Group is focused on three key areas and five specific strate-
gies. Working on the areas of work-life management and senior support to meet the needs of the times and of our
society, we consider the field of hygiene and cleanliness to be of primary importance amidst the coronavirus pandemic.

Primary domains and strategies

Work-life
management

?Exm Ay | = vilEg

Strategy 1 Strategy 2 Strategy 3 Strategy 4
Providing more sophisticated Making work and housework

Hygiene management for a hygiene services to commercial e ’
healthier home life customers, reducing their (,) ee c.e L § Senior support
e Enhancing quality of life

Strategy 5

Achieve a good balance between in-person customer touchpoints
and digital customer touchpoints

Hygiene Senior support
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Our strategies address the needs of consumers and businesses arising in tandem with social changes. We offer solu-
tions in the areas of hygiene management for a healthier home life; provide more sophisticated hygiene services to
commercial customers and reduce their burden; make work and housework more efficient and enhance quality of life;
and provide senior support. These initiatives lead to the solving of problems related to big social issues.

To implement information and distribution reform, we are optimizing digital touchpoints in response to diversifying needs
by way of digital transformation, while keeping in-person contact with customers as one of Duskin’s major strengths. As
such, we are building a structure that answers to all social needs.

Primary domains

I Hygiene

To improve our day-to-day life hygiene and cleaning products and services, we are expanding our hygiene product lineup
as well as enhancing the antibacterial and antiviral properties of our core products such as mops and mats. In the spe-
cialized fields of hygiene, which are part of our strategy to combat infectious diseases, we bring together Duskin’s know-
how and hygiene-related products and services to offer hygiene service packages combining professional cleaning and
technical services designed to meet customer needs. Further, we are engaged in development of products and services
featuring sustained disinfecting properties for sterilization of living areas, elevators and more, as well as furniture and
clothing surfaces.

I Work-life management

The coronavirus pandemic has brought about changes in work and lifestyles, which in turn has resulted in new needs for
quality time at home, as well as greater efficiency of work and housework. The Direct Selling Group offers not only better
efficiency of housework, as well as helping to create more time for the individual; we are also developing high value-add-
ed products and services to enhance both the work and home aspects of life, rather than a focus solely on allocation of
time between work and off time. In this way we are striving to offer services in the area of work life management.

I Senior support

During the coronavirus pandemic, people have been restricted in spending time outside the home, as well as interacting
with others, leading to growing concerns over health risks related to the elderly—including potential needs for more
nursing care and progression of dementia. The Direct Selling Group, drawing on our extensive know-how in the areas of
Health Rent (rental and sales of home healthcare items) and Duskin Life Care (quality home care for seniors), is further
fine-tuning services for the elderly to help create an environment where they and their families can feel at ease, despite
the changes brought about by the pandemic.

Facilitating awareness and
understanding of our brand as a
hygiene brand

Facilitating awareness and understanding of our
brand as a hygiene brand

Both consumers and businesses have been impacted by the coronavirus
pandemic, both in terms of awareness levels and concrete actions, such
that demand is on the rise for cleaner and more hygienic environments at
home and in business operations. In response, the Direct Selling Group,
believing it is our mission to provide even more assistance in this regard
through our business activities, has adopted the tagline, “Creating Healthy
Environments.” This tagline is a pledge to the greater society and a promise
from our company. Throughout the Direct Selling Group, we deliver on our
promise to forge a brand of a customer’s first choice regarding health and
hygiene.

New tagline

WEBRIFEEZS

DUSK!N

The new tagline is our pledge and
promise to consumers and business
customers.

Implement speed branding
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Overview by Segment

Clean Service Businesses

Performance and evaluation for FY2020

In the residential-use dust control product category, sales of mops, one of our
primary products, dropped our sales activities to acquire new customers were very
limited, especially during the first quarter, as well as unavoidable delays in replacing
products for existing customers. However, along with changes in awareness and
steps to prevent risk of infection amongst consumers, we have seen increased
sales of antibacterial products due to increased needs for disinfection and antibac-
terial properties. The TuZuKu Long-lasting Disinfectant and Cleaner (a collaborative
product with FUJIFILM Corporation) and our disinfectant-infused mop, one of our
priority items, are among such products.

Sales of dust control products for commercial customers also declined. This is mainly
because many customers temporarily closed their stores and restaurants under the
guidance of municipal governments, and they cancelled or postponed replacing mats
and other products during the first quarter. However, increased awareness of infection
prevention has led to climbing sales for hygiene and cleanliness products such as our
Clear Kukan air purifiers and Welpas Mild hand disinfectant, as well as our Sanitary Mat
— Antibacterial Type product, acknowledged by third-party institutions based on scien-
tific evidence for its disinfectant and antibacterial properties.

Market conditions and our competition

Duskin boasts 90% of the residential customer market share, and 50%-plus for
the commercial customer market share, in the dust control industry. Growing
coronavirus pandemic spawned changes in awareness of cleanliness and hygiene
and associated steps to prevent infection, and needs for cleanliness and hygiene

Dust control market (related to
our Clean Service businesses)

(Billions of yen)
350

s00| 2906 2876 2836 2788 272.3

250
200
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2016 2017 2018 2019 2020 (Year)

I Business-use products [ Scented deodorants

[ Residential-use products I Range hood filters
Towels I Other products
Water purifiers and air purifiers

Source: Japan Dust Control Association

Disinfectant-infused mop

Dust Control &
Water Absorption
Mat

products are on the rise. As our competitors intensify their approach in the disinfection and antibacterial fields, we are
bolstering our cleanliness and hygiene products, as well as our evidence-based approach on our rental mops and mats
imbued with disinfecting, antibacterial and antiviral properties. We also seek to offer the benefit of our rental cycle sys-

tems that differ greatly from companies manufacturing primarily disposable items.

Key strategies

Providing products and services with disinfectant, antibacterial and antiviral properties that have been acknowledged by
third-party institutions based on scientific evidence, we are claiming our place as a company known for its superior

cleanliness and hygiene know-how.

Care Service Businesses

Performance and evaluation for FY2020

Sales declined for the Care Service businesses because many of our scheduled
services for restaurants or shops were suspended during the first quarter, mainly due
1o their temporary closings as well as self-imposed restrictions for individuals on
spending time outside the home. However, following the lifting of the first State of
Emergency Declaration, the impact of the coronavirus gradually lessened as regular
services were interrupted less often, leading to upward trends in antibacterial services.

In particular, our ServiceMaster professional cleaning service saw tremendous
gains in our hygiene service packages (combining cleaning and sanitizing) and
residential air-conditioner cleaning and its antibacterial processing service, due to
greater awareness of cleanliness and hygiene during the pandemic as well as the
higher percentage of time spent at home.
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Home cleaning and helper
service market (related to our
Care Service businesses)

(Billions of yen)
200

s 120 00 1820

150l 1450

2016 2017 2018 2019 2020 (vear)

Estimate  Forecast

[l Home cleaning ¥ Helper services

Source: Fuji Keizai Group’s 2018 Service Industry
Handbook

Market conditions and our competition

Markets are projected to see recovery and growth, after a temporary shrink. Services for residential customers have been
an expanding growth market prior to the pandemic, and this market continues to expand, getting an additional boost with
needs arising out of lifestyle changes caused by the coronavirus. The market for commmercial customers has temporarily
shrunk due to declines in the restaurant business caused by closure and restrictions on opening hours. Meanwhile, busi-
ness owners and operators have now begun to understand the need for disinfection and sterilization, leading to a rise in
demand for services that help prevent infection. Though there are now more providers in both markets, we have our com-
petitive advantage in the high quality of our services as well as our reputation for trust and reliability.

Key strategies

In order to answer to increased awareness and needs on cleanliness and hygiene associated with lifestyle changes, we
are working to expand on our lineup for disinfectant, antibacterial and antiviral processing services, and become a
one-stop shop of hygiene service packages combining cleaning, sterilization and antibacterial products and services.

Air conditioner cleaning with antibacterial  Indoor antibacterial processing featuring Cleaning and helper services with

processing photocatalytic coating antibacterial cleaning

Senior Care Businesses

Performance and evaluation for FY2020

Disinfecting and deodorizing services with
ozone

Our Health Rent (rental and sales of home healthcare items) business, an indispensable service in support of in-home nursing care
during the coronavirus pandemic, continues to experience high demand. Both sales and the number of franchisees are on the rise.

The Duskin Life Care (support services for seniors) business has seen reduced sales due to concerns of users over
potential coronavirus infection and the possibility of serious illness. However, sales are now on an upward trend because

assistance for the elderly in their daily lives is an indispensable service.

Market conditions and our competition

The share of the top six companies including Duskin in the senior home care equipment
rental market stands at approximately 25%. Many of Duskin’s competitors are small- and
medium-sized providers in local areas. The elderly population aged 65 and over is pro-
jected to climb to 36.77 million by the year 2025. Along with the rise in the elderly popula-
tion, the market for senior home care equipment rentals is also forecast to expand. In
addition, there are concerns about the increase in the number of people who require
nursing care due to changes in the living environment, such as refraining from going out
due to the coronavirus pandemic. In this connection, Duskin is expanding its franchise
network rooted in the community in order to respond to significant customer needs.

In addition, needs for life assistance services falling outside Long-Term Care Insur-
ance coverage, such as services predicting sudden health changes in the elderly and
services designed to monitor people with dementia and the elderly, are projected to
rise. In response to various needs that cannot be met by Long-Term Care Insurance,
we offer services finely tailored to meet these needs 24 hours a day, 365 days a year.

Key strategies

¢ Health Rent business
We will increase our share by way of highly specialized, fine-tuned proposals and expansion
in areas where there are currently no sales locations.

e Life Care business
We aim at expanding in this field through adoption of services designed for persons with mild
cognitive disorders.

Elderly assistance products
market (related to our Senior
Care businesses)

(Billions of yen)
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Overview by Segment

Tetsuya Wada

Director and COO, Food Group

The past year has been a very difficult one for the domestic food industry in Japan due to the challenges presented by
the coronavirus pandemic. In a reaction to the pandemic, we have implemented strategies assigning top priority to safety
and reliability. At Mister Donut, one of our key businesses, we have developed more appealing and tastier products,
accommodated an increase in demand for takeout and saw recovery in the second half. These improvements came
about as a result of our relationships of trust with customers, which are based on half a century of our experience in
different kinds of the food business.

However, despite our 50-year history in the business, there remain issues such as some shops not conveniently located,

products they wish to buy not always available and long waits at some locations. In response, we implement a range of
strategies in the areas of both information and distribution in order to resolve these customer issues.

Environmental analysis

Expanding business opportunities Drop in demand for dine-in due to the impact of the coro-
with services that address changes navirus pandemic
Opportu- in lifestyles el Improved product appeal at our competitors, such as con-
nities Customer acquisition through MISDO venience stores and volume retailers
Meets and other collaborative Demand for health consciousness and changes in con-
projects sumers’ attitude toward donuts

Support from our customer base

., as the number one donut brand Customer touchpoint through a franchise network of over 900 shops
Duskin’s celebrating 50 years in the A well-established marketing strategy; one initiative is a joint development
strengths business with other brands to deliver “something good” to customers, which has

Accommodating demand for sparked their interest to buy our products.
takeout

Group strategies

Deliveries (offering pickup options in accordance with customer wishes)
Mister Donut is striving to bring about an environment where customers can place orders, make payment and pick up their
product anywhere. To create such an environment, we have launched an online ordering system. Further, in order to add to the
number of locations where customers can pick up, we are moving ahead with research on locker-style delivery boxes, as well
as taking an aggressive stance on setting up new roadside locations in the suburbs and kitchen-less locations in urban areas.

At our pork cutlet restaurants Katsu & Katsu, we are now starting a feasibility study for specialized takeout stores in order to
address demand for takeout. In addition, we are implementing a new system where customers can place orders ahead of time or
wait in their cars to make systems even more convenient. Also, in our other food businesses, we are setting up collaborative
initiatives with specialized delivery companies, in order to solve issues of customers in areas where shops are not located nearby.

B2{)B~<BF!

P T
SrdrEAMRAT - FLITOITIEL.

MISDO online ordering system Katsu & Katsu takeout shop
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New approaches to utilize information

In addition to POS data sent to Duskin headquarters and data from our partner companies, we also utilize information
posted by customers on SNS and our partner company websites. In this regard, we have two broad goals.

e Creating systems for providing information
Assessing continuously diversifying customer needs, we are creating systems designed to deliver optimal informa-
tion. It is our hope to improve customer convenience by providing more accurate information than ever before.

e Improving sales forecasts
Duskin aims at reducing food loss, which is a significant issue in the restaurant industry. By building automated
ordering systems in the future and by reducing time and effort spent ordering at shops and restaurants, we hope to
see arise in productivity.

Performance and evaluation for FY2020

Mister Donut saw a large decline in sales over the first half due to the coronavirus pandemic, but thanks to a series of
well-received products as well as successful promotional strategies, sales increased in the second half.

Sales climbed for Bakery Factory, suburban-style large bakery shops, due to an increased number of store locations.
However, as was the case with Mister Donut, sales fell for our Katsu & Katsu pork cutlet restaurants and our Pie Face
specialty pie shops due to shorter hours and temporary closings caused by the pandemic.

Market conditions and our competition _S\A"Jeets and desserts market
in Japan
Though the size of the restaurant market had grown gradually in recent years, it (Bmo,yr:m ”

3,000
2,500
2,000( 22771 22761 2290.7 22833

shrank due to the coronavirus pandemic. The pandemic also led to the adoption of
mobile phone ordering systems by many types of businesses, such that now many

1025 1000 100.6 997 2.4 0
o‘.—o—o\g.- 100

2109.9

restaurant locations have them. Taking the fact that customers are choosing take- 1500 60

out—due to the voluntary trend to stay at home—as a good business opportunity, 1000 40

we are focusing on accommodating increased demand by enhancing our 50 2

takeout menus. 0 2016 2017 2018 2019 F%E)eggslm()o
Market size

The FY2020 market for sweets and desserts was projected to fall by 7.6% from the -e- oY change

Source: Yano Research Institute’s market report on
Japanese and Western sweets and desserts

previous year; but instead, it in fact expanded as a result of increased demand (due
to the stay-at-home orders) for sweets sold at supermarkets and convenience
stores. The array of sweets available at convenience stores has diversified to now Restaurant market in Japan
include high-quality, high-end items. (Bilions of yer)

3,600 3,088
28058 29%4 30560 st
2,700

1
BO0T 1 is198) 13135 13083 12729

9869
900

2016 2017 2018 2019 2020(vear)

Estimate

Fast food M Family restaurants
Source: Fuji Keizai handbook on the restaurant
industry
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Overview by Segment

Approach
At Mister Donut, the primary business of the Food Group, the goal is to bring happy moments to our customers in store
or at home. We employ five key strategies to achieve this goal.

Key strategies

Our first key strategy is to capture new markets. To achieve this, we are moving ahead with online-order and delivery
services designed to address changes in external environments and consumer needs brought about by the pandemic.
Second, as we work to maintain and bolster sales of primary products, we are also developing products that we hope
will become new classics, as well as enhancing our MISDO GOHAN light meal line. Third, we are moving ahead with
collaborative product developments in an effort to make the Mister Donut experience fun and our products always
delicious. These include MISDO Meets and other collaborative items as well as limited-time only seasonal items. Fourth,
as we solidify our operating environment, we are taking such steps as distribution reform and shop refurbishment. Fifth,
as part of environmental conservation efforts, we are adopting measures to make us a more ecological company in our

handling of the earth’s precious resources. With our 50th anniversary, Duskin is emphasizing these initiatives even more.

Regarding our other food businesses, we have begun feasibility studies for takeout specialty shops to address the
demand for takeout at our Katsu & Katsu locations. Our goal is further expansion of this business.

Key strategy 1 Key strategy 3

Adopt online ordering systems
Promote delivery services

More kitchenless shops to open in metropolitan areas
More shops to open in suburbs

Key strategy 2

Create new classic donuts
Enhance the MISDO GOHAN light meal menu
Improve the quality and taste of existing regular products

»

%
8\\L$ (S YT 1

New classic donuts
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MISDO Meets collaborative products
Limited-time only seasonal items

Dessert beverages
Collaborative products with other companies

—
Gegprz ™

L L

Key strategy 4

Distribution reform
Shop refurbishment

Semi-self-service register

Key strategy 5

Reduce the amount of plastic used

Recycle unsold donuts

Promote energy saving
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Other Businesses

Performance and evaluation for FY2020

At our domestic consolidated subsidiaries, sales increased slightly at Duskin Healthcare Co., Ltd. (management services for
hospitals and clinics); Duskin Kyoeki Co., Ltd. (leasing and insurance agent) has also seen increases in leasing sales due to
the updating of Mister Donut POS systems and the switch to automobiles equipped with automatic braking systems.

At our overseas consolidated subsidiaries, Duskin Shanghai Co., Ltd. (rental and sale of our Clean Services in Shanghai, China) saw
increased online sales, although the pandemic made it difficult to conduct sales visits to commercial and residential customers.

Sales dropped at the Big Apple Group, which is engaged in the donut business primarily in Malaysia, as it had to rely on
takeout and delivery for an extended period of time. At Duskin Hong Kong Co., Ltd. (raw materials and equipment pro-
curement), sales increased because it procured and sold masks for Duskin in Japan.

Strategies for Duskin Healthcare
I Approach

Duskin Healthcare Co., Ltd. effectively responds to sophisticated anti-infection strategies demanded at the cutting edge
of medicine, earning high marks from our contracted hospitals. In the future, as the company moves ahead with packag-
ing anti-infection services, we consider it a key issue to involve qualified personnel in the development of infection pre-
vention measures. The company’s frozen breakfast bento box was developed in response to a constant issue of hospital
meals: a lack of personnel to prepare and serve breakfast. To further boost demand for these meals, the company will
be developing more menu options for these breakfasts and is expanding sales at nursing-care facilities.

As part of initiatives for better work environment for our employees who need to take strict infection prevention mea-
sures, we are working on making reports online and creating new value by further solidifying our operating platform.

Key strategies

© Boosting infection prevention measures in clinics and ® Improving operational efficiency (making part of our opera-
hospitals tions online)

@ Selling frozen bento food boxes © Recruiting and training personnel as part of our efforts to

step up our operating platform

Overseas strategies
I Approach

Duskin Serve Taiwan Co., Ltd., which operates a direct selling business in Taiwan, is committed to “ONE DUSKIN”
strategy to further expand the Care Service along with the Clean Service. Duskin Shanghai Co., Ltd., which operates out
of Shanghai, China, is devoting itself to offering solutions to create healthier environments for both commercial and
residential customers. The company is expanding a structure to sell non-rental products across China with better
mail-order and online order systems.

In overseas food businesses, we are taking an active stance on further entry into ASEAN nations while boosting sales at
existing Mister Donut locations in Thailand, the Philippines, Taiwan and Indonesia. For our Big Apple business, we are
strengthening our base in Malaysia and consider further expansion into the halal markets other than Cambodia.

Duskin Hong Kong Co., Ltd., which primarily engages in trade in Hong Kong, draws on its extensive information-gather-
ing and procurement capabilities to actively provide products to both domestic Duskin locations in Japan as well as our
group companies overseas.

Key strategies

© Clean Service and Care Service © Big Apple

Moving forward with comprehensive cleaning and technical Solidifying our foundations in Malaysia and Cambodia,
services in East Asia to increase sales making further inroads into halal markets

© Mister Donut © Duskin Hong Kong

Proactive expansion in countries where Mister Donut is not Enhancing merchandising to strengthen earning structure
yet established, primarily the ASEAN nations
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Our Growth Strategies

Message from the CFO

Investment and cash flow

Duskin’s franchise network is a vital non-tangible asset. The network consists of franchisees and the franchisor,

Financial POllcy which are united by our unique management philosophy and share the same interests. Our business seg-
ment performance is highly correlated with general business trends, and this therefore requires operating
capital, which also includes the cost of maintaining the franchise network, with sufficient reserves.

Our goals are to generate cash flow,

Over the next three years, we intend to actively invest in our company. Assuming current operating cash flow of

raise capital efficiency and execute around 13 billion yen, in a typical year about 10 billion yen is invested in already existing businesses. Along with the
’ . . . . sale of cross-shareholdings and borrowing from financial institutions, for the time being, we will carry out growth
' v a flnanCIaI pOllcy fOI’ supportlng investments. Any profits not allocated for these growth investments will, of course, be returned to our shareholders.
‘ v sustainable growth while vigilantly

Moreover, as we focus on M&A and new business investment, we are investing in the digital transformation in order
Contro"ing Capita| costs. to enhance the customer experience and investing in human resource development. We also believe that from now
on costs and investments related to our social contribution activities will be necessary. When we consider how
Duskin can contribute to a sustainable society that seeks to implement Sustainable Development Goals (SDGs), it is
clear that what we do to enhance Duskin’s corporate value in the long term can incur certain costs in the short term.

- Naoto Miyata
| Director and CFO

But achieving sustainability is important because it is an investment in our future, and we are therefore
actively exploring the potential of very long-term investments that we have not done in the past.

Cash flow plan

Sharehold Dividend policy
A look back at FY2020 and the Medium-Term Management Policy 2018 PR | cocoiicctod payout

FY2020 ended with sales and profits lower than the previous year due to the impact of the coronavirus * Stock buybacks ratio: 50%

pandemic. The pandemic drastically changed our business environment, and in order for Duskin to fulfill its Generate cash flow ot e e
ultimate responsibility of maintaining the company’s franchise network, the top priority has been ensuring * Enhance profitability with

; ) a streamlined business * M&A and venture
the safety of our customers, franchisees and employees, even as we focus on getting sales back on track. portfolio and stronger o M—— Investment Assessment
Moreover, we prepared and executed a strategy that saw this changing business environment as an oppor- value chain o DX Committee
unity for new business growth. Most important in this regard were the courageous decisions of our compa- * i ici * Human resources
tunity f b growth. Most important in this regard th g d f p Improve capital efficiency H Investment PDCA cycle
ny president; namely, to provide relief money to all franchisees and their employees, to install doors in all With structural reéforms * Sustainability
food showcases at cafeteria-type shops to ensure the safety of Mister Donut customers and to conduct an
ad campaign at the Direct Selling Group to raise awareness about Duskin’s commitment to creating a
healthy environment for consumers and businesses. These measures taken amid an uncertain business
climate had a noticeable impact on our financial performance, but as Chief Financial Officer | think they were

necessary to ensure the survival of our franchise network.

Operating capital

* Maintain franchise network

Shareholder returns

The Medium-Term Management Policy 2018 entered its final year amid these circumstances and, unfortu- Duskin’s basic policy is returning profits to shareholders based on consolidated net income. Since FY2019,
nately, concluded without meeting its targets due to the coronavirus pandemic. Nonetheless, in addition to we have started determining dividends for each fiscal year based on a target consolidated payout ratio of
progress in our business foundation during this period, on the governance side we put in place the Operat- 50%, and we intend to continue paying stable cash dividends. We are also taking a flexible approach to
ing Officer System in order to separate our execution and supervision functions and established the Invest- company stock buybacks from a total return ratio perspective.

ment Assessment Committee. In the area of human resource investment we initiated a succession plan and

have also begun training next-generation management. We would have normally announced our next medi- Looking ahead, we intend to achieve a total shareholder return higher than the return on the TOPIX index
um-term management plan, but given that the coronavirus pandemic has made the future even more uncer- and execute a growth strategy backed by a solid financial foundation while vigilantly controlling the cost of
tain, we will announce the next plan when circumstances permit. shareholders’ equity.

. . o Annual dividends, payout ratio and Total shareholder return (TSR) (Annual rate)
Improving capital efficiency total return ratio AT " tyear | 3years | S5years | 10years |
As of March 31, 2021, Duskin had solid financial health, with total assets of 188.3 billion yen and an equity 01524 Duskin’s TSR 99.4% 102.8% 108.3% 107.5%
ratio of 77.2%. Generating both of profit that exceeds capital costs and cash flow enhances shareholder ' 106.9 TOPIX 14219 106.9% 110.2% 110.8%
value, and in order to assess annual capital efficiency and return on investment (ROI), the Board of Directors \40 V.44 5 509 39659) o (incl. dividends) 1% 9% 2% 8%
discusses the direction of each business based on a business portfolio analysis. Furthermore, the Invest- 50.7 .\9——0'—0/ ' Notes: ) ) o

. X N . 40] 56 * Total shareholder return (TSR): Total rate of return on investment that combines capital gains with
ment Assessment Committee, which | chair as CFO, has constructed an investment PDCA cycle and works 40 40 50 40 dividends
to improve the performance of invested capital. We aim to achieve higher profitability and meet the expecta- I I . S;iﬂ;éicuusﬁtgez Ts ?ORC :ﬁi ?:dceuxn:nuit;i ;Z:s.zneijsn?cf;:f:dpéfg EZETETJZLZZ ZSEI\E ;sm -
tions of our shareholders by increasing ROE to 5.0% at the earliest possible date, which we will achieve by data, Japan Exchange Group’s Monthly Statistics Report “3. Stock price index & average” among
establishing a new business foundation through growth investments, by making work processes more 2016 2017 2018 2019 2020 (FY) other things.)

efficient, and by reducing costs. I Annual dividends (Yen) —®=Payout ratio (%)
~®- Total return ratio (%)

36 CORPORATE REPORT 2021 CORPORATE REPORT 2021 37



Our Growth Strategies

Research and Development

Fifty years ago, Duskin revolutionized the world of cleaning with the release of a specially treat- Hygiene-related Research
ed cloth that dusted without water. Duskin started out as a dust control business, and ever

since we have made “the science of cleaning” a central theme in our commitment to develop

products and services dedicated to making the lives of our customers better.

Duskin Research and Development Policy 1. The science of dust and dust control technology

We take a consumer-first approach to research and development in the field of cleaning and hygiene. Our customer-first R&D

. ) . ) . - " ) ) The history of Duskin comes down to dust control. We have ceaseless-
approach is reflected in the following five pledges aimed at providing communities with healthy and comfortable lifestyles. e LSl " . ! v

ly pursued research on how to efficiently capture and eliminate the
dust found in homes and other indoor space. This research is informed
by our regularly conducted “dust survey.” The Duskin Research &
Development Center obtains the cooperation of typical households as
sample for a survey focusing on the composition, characteristics and
distribution of dust and how lifestyle habits affect the accumulation of
dust indoors

© We determine priorities for research and development by identifying social trends and needs in residential
markets and analyzing customer issues and concerns.

® We conduct research and technological development in terms of novelty, inventiveness and originality. Duskin mop Duskin mat

©® We develop products that can ensure safety and reliability for society, people and nature.

O \We create products with resource-saving raw materials that contribute to environmental conservation. 2. Mop dust-control performance and adsorbent technology

Our adsorbents contain technology that reduces the hygienic risk of the bacteria, mold, allergens (including

© We continuously improve products after launch to provide customers with optimal functionality that satisfies ) ) ) " , )
mite feces and pollen), viruses and other impurities contained in dust that adheres to mops.

their expectations.
Besides improving dust gathering capability, our mop R&D concentrates on developing technology that

keeps mops clean and comfortable to use.

Research vision Research domains

. . Developing technology for cleaning, Duskin household mops*' are the first in the dust control

Br.lng cleanliness gnd peace of hygiene and comfortable lifestyle to industry to receive the anti-virus processing* and anti- &ﬁ! F-‘-iE['
mind to everyday life. Let’s talk become the industry leader in creat- bacterial deodorant processing SEK Marks*® B NI s
about the life of today and ing clean and healthy lifestyle—while 1. Do not include certain products. AOOLANT 'E‘E;Ci?é‘g'*ﬁé‘f% AEIERNT
tomorrOW. ) Duskin is best known as a cleaning 2 ;’gi)zrsogfe\:lsﬁjzgst intended to treat or prevent disease and does not suppress the “‘;ﬁ;;ﬁ:ﬂ ﬁst'i-czmn'ﬂuc;mx mﬁ,ﬁ%ﬁ“‘

" company, we are extending our RED e o e o o e ool | RS | AT | it

L into the hygiene and comfort do- products. it ik kg
: mains as part of our commitment to
w bring health to our customers
through cleanliness. 3. Mat dust control performance and adsorbent technology

Comfort

Like our mop adsorbents, the oil-based adsorbents processed for our mat products not only capture dust
and prevent dust from stirring up, they possess properties that suppress the growth of bacteria and mold.

Duskin Research & Development Center These properties reduce hygienic risk from bacteria, mold and other impurities even when a mat is dirty

Trends such as the growing number of single-person households are bringing enormous changes to the living environ-

ment in Japan today. Corporations are also facing changes in work patterns arising from a shrinking labor force and 4
workstyle reforms, and these changes have made it difficult for many corporations to maintain a hygienic workplace

environment. Moreover, an increase in allergies and other disorders show that changing lifestyles and social environ-

ments are also affecting the physical and mental health of people.

. Hygiene-related products and sterilization and antibacterial performance

Along with our mops and mats, we also strive to improve the sterilization and antibac-
terial performance from the perspective of a clean and less risky hygienic environ-

ment for our other cleaning service products. Our detergents, for example, wash "‘[-
o ) o ) ) ) away dirt with surfactants that also reduce bacteria contained in the dirt by means of
In addition, the spread of the coronavirus has made masks, sanitizers and other infection prevention measures a part of a sterilization effect. Our detergents also reduce hygienic risk with an antibacterial
daily life, while more hours worked from home are bringing about big changes to the lifestyle and workstyle of consum- effect that makes it hard for bacteria to regrow on an object once it has been Tuzuku
ers. The hygiene needs of businesses are sharply rising because they need effective hygiene measures in order to stay in cleaned. Taking into account the detergent composition for different objects to be
business. We believe it urgent to respond to the increasingly diverse hygiene needs of consumers and businesses and cleaned, we repeatedly perform a variety of trial-and-error experiments in order to get
their increasing awareness of hygiene environment. the best cleaning performance. Only the best choices among them are delivered to =
our customers.
. . . L . . TuZuKu Long-lasting
Duskin Research & Development Center is dedicated to safety and reliability with an eye on the present and the coming Disinfectant and Cleaner
future. We also strive to bring comfortable and healthy living to our communities and contribute to our efforts to do (200 m)

business as a company providing products and services that “fine-tune” daily living.

R&D costs
662 643

R&D costs (Millions of yen) ‘ ‘

FY2018 EY2019 FY2020 Details of our research and development are available on the following web page. (Available in Japanese only)
682 ‘ 561 ‘ 637

‘ % https://www.duskin.co.jp/rd/
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Value Creation at Duskin

Aiming to Enhance Social Value kM | & |4

Duskin is both a corporation and a member of the local community. Guided by our slogan sow-
ing the seeds of joy, we engage in all kinds of activities dedicated to bringing people together
and fostering partnerships with local communities. Moreover, we actively strive for a diverse
workforce and a better work environment that enables each and every employee to achieve their
full potential, work with enthusiasm and a sense of purpose, stay healthy and keep better life-
work balance.

In Partnership with Local Communities and Suppliers

Social needs and challenges

* Population decline due to an aging society; movement
toward revitalization of local communities

Materiality

Coexistence and co-prosperity with communities

« Focus on safety and quality of products and services; Providing safe, reliable and sustainable products
lifestyle changes and services

Risks and opportunities Targets for the end of FY2023

* Deteriorating relationship with local communities due to * 500 on-site lessons annually; 25 school teacher
insufficient communication seminars annually

* Product supply disruption and quality deterioration * Comprehensive partnership agreement with Osaka
arising from supply chain problems Prefecture

* Contribution to regional safety, security and economic * Rate of periodic inspections at contracted food
invigoration processing plants: maintaining 100%

* Procurement risk management and closer partnerships e Completing BCPs for Direct Selling Group products

Prospering Together with the Community

Duskin contributes to safe and secure communities and revitalizing local economies. We conduct on-site lessons for
teaching children the importance of cleaning and collaborate with local governments on infection prevention and hygiene
management, child and elderly welfare and locally produced goods.

I Supporting local schools and education

Since 2000, Duskin has carried out research motivated by our conviction that
cleaning can help develop the abilities of children. We have made publicly available
an elementary- and middle-school cleaning education curriculum and hold semi-
nars for teachers about this research, and we conduct on-site classes at elementa-
ry schools on the importance of cleaning.

In FY2020, with the expansion of the GIGA School Program and the impact of the On-site class on the importance of cleaning
spread of the novel coronavirus, Duskin opened an instructional website dedicated

to cleaning education for children. The instructional content can be taught in every

elementary school grade and is especially relevant to the home economics taught

to fifth-grade students.

Lk https://www.duskin.co.jp/torikumi/gakko/kids/
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I Partnerships with local government

In July 2021, Duskin concluded a comprehensive partnership agreement with
Osaka Prefecture. While efforts are being made in every direction to revitalize local
regions by supporting unique and appealing local communities, this agreement
further strengthens the partnership and collaboration between Osaka Prefecture
and Duskin. The partnership will address seven areas — health, childcare and
welfare, community revitalization, diversity and employment, safety and security,
the environment and government PR — and focus on revitalizing communities and
improving prefectural resident services.

*EH - BESH Y AF AEERETE T I’

Osaka Prefectural Governor Yoshimura and
. .. President Yamamura
Future partnership priorities

e Prevent infection and raise awareness of coronavirus and other infectious diseases
e Promote food safety and security in line with HACCP hygiene management
e Promote goods produced in Osaka Prefecture

Providing Safe, Reliable and Sustainable Products and Services

To ensure that we provide customers and consumers with safe and reliable products and services, we have built and put
into practice a complete quality control system based on our Quality Policy. Also, to ensure stable procurement, we
make an effort to strengthen our partnerships with suppliers and employ such strategies as purchasing goods from
multiple suppliers and identifying sources for purchasing substitute goods.

For details about our Quality Policy, please refer to the following web page. (Available in Japanese only)

(" https:/www.duskin.co.jp/sus/safety/philosophy/

I Quality assurance framework

To ensure that all our products and services are safe and reliable, we have established a quality assurance framework
that covers all products from development to after launch. We have also set up the Quality Assurance & Environment
Committee, which meets twice a year to deliberate on the guidelines of quality control and assurance and the environ-
ment.

During the development phase prior to launch, the safety and reliability of products and services are objectively reviewed
at the development meetings. For the development of food products and services and their specification changes,
internal rules require that we ensure their safety at a meeting of the Food Safety Council. Following a launch, we conduct
quality checks on products in distribution.

Customers and consumers

Provide safe, reliable and environmentally friendly products
and services

% Development meetings, o
? Food Safety Council =
2 g
g Improve %
] Quality control \ Quality \ Quality Quality . ' 3
3 Planning . forproduct \ controlfor \  control for control for O;Joar“é{%ﬁ\?;rtrd g
O , development production purchasing distribution Y 4

Environmental conservation efforts

Develop products and services to fulfill

Direct Selling Group Contact Center Food Group Customer Center R
T Supervise the quality control by each business line,

monitor the safety and reliability of products and
services and evaluate products and services from the
viewpoints of customers

Quality Assurance & Environment Committee (biannual)
Deliberate on policies on quality assurance and environmental preservation
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Aiming to Enhance Social Value
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I Inspections of contracted food processing

plants Inspection process for food processing plants
For the contracted plants manufacturing our products,
we conduct several types of inspections, including
comprehensive qualification for new contractors, inspec-
tion of their production operation and periodic inspec-
tions of all contractors, as part of our efforts for continu-
ous improvement. Our inspection specialists for food
processing plants conduct extensive quality inspections,

including facility management, process management, ) ! ) ( SUC
it t and ducti t Al items as inspection evaluation, product characteristics,
saniiary management and production managernent. occurrence of faults, age of facilities and equipment

plants are evaluated and ranked by the results of inspec- ¢ ¢ ¢ L
ﬁ S2

Plant inspections (including comprehensive qualification for new
contractors and periodic inspections of all contractors)
Inspections by food processing plant inspection specialists

Proposals for improvement

Tracking the progress of
improvement

Give rankings on a six-grade scale by checking such

tions and other evaluation items. Periodic inspections are & = -
conducted regularly (@pproximately once in every three ¢
years) depending on the plants’ rankings.

Next periodic inspection is planned according ) B
to the ranking Disqualified

During FY2020, we conducted first-time inspections at |
3 plants and periodic inspections at 24 plants.

I Supply chain continuity planning

¢ Building a strong supply chain with disaster resilience

With the higher frequency of heavy rains, typhoons and other extremely severe disasters in recent years, building a
strong supply chain with disaster resilience has become ever more important. In preparation for the risk of temporary
product supply disruptions due to damage to a Duskin product manufacturer from natural disasters, we have developed
a contingency plan for the mainstay products in our dust control business, which would incur a particularly large impact.

e Continuity planning policy

1. Purchase goods from several suppliers

2. Check if direct suppliers are implementing their continuity plans

3. Identify similar products and alternatives that can serve as substitutes in an emergency

Set-in-order, Shine, Sanitation, and Sustain
discipline, as well as safety and sanitation

Negative impacts on the environment arising
from the use of palm oil refined from oil palm

fruit has been a growing concern in the world, training programs. Furthermore, Duskin has
because the development of oil palm planta- established voluntarily imposed standards for
tions destroys tropical rainforests. When Duskin waste-water treatment that are stricter than
uses these kinds of raw materials, we establish those set by governments. The plants collect

a procurement network with the partnered and retain data from voluntary inspections to
suppliers to ensure fair and legitimate business monitor water quality as part of their endeavors
practices. to preserve the natural environment.

In addition to three international standards —
namely ISO 9001 Quality Management Sys-
tems, ISO 22000 Food Safety Management
Systems and ISO 14001 Environmental Man-
agement Systems, all our partner plants have
obtained HACCP certification. Apart from these
initiatives, the plants also focus on hygiene and
sanitation control through different initiatives on

. s Oil palm plantation Periodic inspection at an oil
a monthly basis, such as the 5S activities: Sort, production plant
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Together with Our Employees

Materiality

Employees’ growth and career development

Social needs and challenges

* More diverse employment and work styles (More
women working, spread of teleworking, engagement in Diversity and inclusion
diversity and health-focused management) ersity a clusio

* Increase in one-person households and working couples Work-style reform and health-focused management

* Intensifying competition for talented personnel due to
shrinking working population

Targets for the end of FY2023

* Hours of training per person per year: 15 hours or more

¢ Rate of respondents feeling fulfilled in their career in
employee surveys: 80% or higher in all generations

e Setting the target rate of female employees in managerial
positions in a third action plan

* Obtaining “Eruboshi” certification under the government program

» Declined organizational competence due to a lack of to recognize companies committed to woman empowerment
diversity * Employment ratio of people with disabilities: 3% or higher

* Number of staff from abroad: 45 or more

e Total annual hours worked per employee: 1,800 hours or less

* Rate of teleworking among eligible employees: 40%

* All 27 production/logistic facilities to be certified as Health
& Productivity Management Organizations

Risks and opportunities

* |ost business opportunities from outflow of talented
personnel

* Higher organizational competence and employee loyalty
by hiring and developing talented and diverse employees

* Higher labor productivity and better health by creating
rewarding work environments

Supporting Employees’ Growth and Career Development

Duskin offers various types of education and training to develop personnel to fully understand the philosophy of Prayerful
Management and reflect it in their daily business practices. We conduct level-specific training for employees, including
new hires, to teach the knowledge and skills required to effectively perform their duties; we also focus on training Area
Managers, who support our franchise owners and energize the franchise network. In addition, we encourage employees
to develop themselves through attaining publicly recognized qualifications and taking correspondence courses.

Companywide education system

Business division-specific Self-
Rank Rank-specific Career development Post-specific Companywide*'
- DUSt Contro' Care SerViceS MiSter DonUt develoPment

Total number of

participants 540 302 292 7,204 1,373* 619* 127
10,457

i JFA franchise o =
nior
) Senio t management g 3 E
Managerial ~ Managemen > | consuftant - m 1 = ® ®.. 8. 2
position lecture / S @ c b= S 2
supervisor > S = £ = s] ol
Management el B =) s s 2 g
s o~ € — = — o- = B
; £ =4
Loader (Cricr) | INERGGRERIGRIEAEEE] . z g1 = 2z
............ rellell s . 5 .. E. & 5§ . c.3.lgl8|
®© o © [}
Leader g2 = =l o & £ 5 £ £
Leader (Senior staff) 2 = 2 2 B % g = S 5
o .. =28 . i = 8- - 5 & ' s
position Lomdiar o5 5 o o T = o = S B
= S c o O @ Qo ® a 5
: . ... < = " & <{> e @ e S e ({j RO 8 - T
Third-year review 2 3 7] @ g B g Z S
5 - & —f-&§— 8 —f-8—-5-¢
Six-months/first-/ & 3 © 3 @ =1 =
! o
second-year review o — ::'3 § %:: ‘S
............... o Ol g E |
Development " y:.0n Chitoku training - - Nl BE
............................. g . O 8

New employee training

*1 Projects under this category do not include business division-specific trainings.
*2 Franchise staff members included

v

Goals of career development training

e Help employees renew their awareness of their roles and abilities, and their contribution to the company. Raise the awareness of
next generation leaders.

e Create a climate in which women have a sense of fulfillment and feel encouraged to play active roles to utilize their perspectives.
Improve the work environment by empowering those in managerial positions. Nurture the sensitivity of all employees so that
they understand and respond to the diverse needs of the market.
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Value Creation at Duskin

Employee Roundtable: Employee Growth and Career Fulfillment at Duskin

At Duskin people are the foundation for every service we provide. With that in mind, our human
resource education and training recognizes that we need people with compassionate hearts as
well as knowledge and skill if we are to remain valuable to the customers we serve. We asked
three employees who joined the company around a decade ago to give us their thoughts about
what it means to work at Duskin, about company culture and about the workplace environment.
They engaged in a frank discussion about their career vision for the years ahead.

Tell us about your careers so far and your career vision for the years ahead.

Fujioka  |joined Duskin in 2011, and | started out in the Mister Donut Business Group. For eight years |
moved around the country, working first as an assistant shop manager and then as a shop manag- Yuji Fujioka ' Yumea Numaaa
er. Then, two years ago, my dream came true when | was transferred to the Information Systems - Rl e — - . —

) . . . . . Information System, Sales Planning, ~ Machinery & Equipment Development, | i
office. Back when | was job hunting | would sometimes go to a Mister Donut, and | was surprised Mister Donut Business Group ~ Technology, Production & Logistics
by how the staff would go around the room giving refills and by their excellent hospitality. That Tq Eh

Ryo Matsue

Planning & Operation, Health & Beauty
- Division, Planning & Development,

VL e :
Joined Duskin in 2011 ' ~ Direct Selling Group

Numada

environmental matters such as waste and wastewater processing, has fulfilled that wish. Numada | thought about how | would explain what kind of company Duskin is without mentioning the com-
Matsue  |joined Duskin in 2011, the same year as Mr. Fujioka. | spent my student years in Tokyo. At the pany name. Besides the cleaning product rental business, it has Mister Donut and other food
time, Duskin had a very strong image as a donut company located in Osaka, and | wanted to work businesses, and it also has Health Rent and other caregiving-related businesses that .
there because | thought it would be interesting. When | joined the company, | was assigned to the address social needs. | think the appeal of Duskin is that it is a company with a wide range
Clean & Care Business Group (now the Direct Selling Group). For two years, | worked as a sales of businesses that connect to society in many different ways. 3
rep doing rental mop and mat replacement and serving customers and then engaged in a sales Matsue  In our company, both male and female employees frequently transfer and relocate, and '
office management. After that, | worked on things like organization development and on various that means there are ample opportunities to gain all kinds of experience. When one trans- @
system development projects and as a business development manager who supports franchise fers to a different business division, it’s just like coming to a different company — even 4
operations. Then, in 2021, | was transferred to the Health & Beauty Division’s Planning & Operation. though it is the same company — because it has different ways of thinking and working. | a
Fujioka My near-term goal is to make the Mister Donut online ordering system easier to use and conve- think that’s also one of the things that makes Duskin appealing. x
nient. We introduced the system in 2021, but for shops to take online orders they also need to
manage their inventory. We don’t make products after receiving an order like other chains, so it’s
very important that shop staff have strong management skills. Improving customer convenience is Tell us what you like about the company’s work environment and system
important, of course, but we are also working on making the system easy for shop staff to operate. and what you hope to see in the future in this regard.
Matsue At the Clean Service Division of the Direct Selling Group, people in charge of development and
people in charge of procurement were in separate sections. But in Health & Beauty, a relatively Fujioka  Since we are a two-income household, when we had our first child | wanted to take the area-spe-
smaller division, we are involved in every phase, from development to procurement and sales, so cific career track. But now that the system enables returning to the career track, | can also consider
there’s strong motivation to be involved with a single product from start to finish. I'm interested in going back to that once our children are grown. Besides that, we will soon give birth to our third
product development, so some day | want to try and create a unique product. child, and my boss asked me if | wanted to take childcare leave. Recently at Mister Donut, more
Numada My experience so far has been limited to work areas in Production & and more males are taking childcare leave.
Logistics, so | want to build up experience in Duskin’s various other Matsue  Since | transferred to Osaka in April, | am using the corporation operated preschool*. My wife can’t
business divisions. On the other hand, we need to retain the kind of == return to work if we don’t choose a preschool, so this benefit system has been an enormous help.
expertise and skills possessed by re-employed staff who have reached Numada | am interested in the newly set up Professional Track that | mentioned earlier. Besides that, when |
retirement age and so I'm also interested in the Professional Track under was in Yokohama, | used the correspondence course subsidy system to obtain health supervisor
the new personnel system. | want to think about my future career vision, certification and | took an Excel class when it became necessary for me to do data tabulation at
including utilizing my science skills as well as the option of polishing my work. | think it’s great that we have a system that individuals can use to sharpen their skills.
skills as a professional. Fujioka At work, | want to achieve things one by one with the help of those around me even if it’s just a
small goal. This kind of good personal relationship enables me to value this sense of accomplish-
ment in a way that contributes to workplace satisfaction.
What do you think about Duskin as a corporation from a social perspec- Matsue  So far, | have worked in a variety of positions, and in every one of them personal relationships have
tive? And what is the appeal of working at Duskin? been an enormous blessing to me as well. Being reassigned every few years and engaging in work
that is different from the work | did before reinvigorates me and makes the work pleasant.
Fujioka  The number of two-income households is rapidly increasing, and that includes me. So you can Numada The company provides all kinds of support, and | think the environment is easy to work in. | hope
really sense the rising demand for household cleaning services like Merry Maids. It’s part of life, that it brings in a few more team members and that we can build a system and environment that
Mister Donut included. makes it easy for human resources to stay.
Matsue  We have an 18-month old child, so we rented a baby crib from Rent-All. | experienced myself that *A preschool jointly funded and operated by several corporations
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experience got me interested in Duskin, and | decided that | wanted to try working at Mister Donut.
| joined Duskin in 2013, and the whole time since | have moved through production-related posi-
tions. For my first three years, | worked on the factory floor in the Production department at the
Yokohama Central Plant, where | worked on product processing. In my fourth year, | was assigned
to my present position in the Technology department of Production & Logistics, and | have been
working in the same department since that time. At university, | studied environmental-related
fields, and | have always been interested in cleaning, and | wanted to work at Duskin because of
my science background. | think working in Production & Logistics, where the work is related to

S
- Joined Duskin in 20 -
1/ ) - Joined Duskin in 2011

renting is perfect for a baby crib. Also, when we were caring for grandmother at her home, we
rented a nursing bed from Health Rent. Recently, my father did a rental mop contract, and when |
look at things from the customer’s perspective, | realize that Duskin is a company that serves
people of every age, from infants to the elderly.
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Aiming to Enhance Social Value

Diversity and Inclusion

We believe that employees of various career and social backgrounds (sex, age, nationality and lifestyle) who respect one
another and who use their abilities to the fullest is the most effective response to a constantly changing business envi-
ronment and ever more diverse customer needs. We also believe that employee diversity creates new value and excel-
lence. Along with formalizing this philosophy in the Duskin Code of Conduct, we have established hiring diversity targets
for the percentage of female employees in management, employees from abroad and employees with disabilities.

Female employees in managerial
positions
(Duskin Co., Ltd. only)

I Empowering women in the workplace

Effective use of diverse human resources to enhance corporate value and vitality
requires a workplace environment that enables women to reach their full potential.
Duskin has many female customers, so it is becoming increasingly important to (Numben s 2 o

1000rpony12
develop products and services with a woman’s perspective.
O
O(i Oi Oi i

i i i initiati i ——o
the Workplace. The action plan includes a variety of initiatives from the perspective 2016 2017 2018 2019 2020 2021 T
of skill development, offering women greater opportunities, creating a more sup- B Number
portive workplace and culture. -e- Ratio (%)

Looking ahead, we will draft a third action plan for FY2022 through FY2025 based
on the Act on the Promotion of Female Participation and Career Advancement in

I Hiring workers from abroad

With the increase in two-income families and one-person households, there is a
rapidly growing need for house cleaning and helper services. The demand for
these services is expected to expand further with increasing need for daily assis-
tance for seniors in our super-aging society.

Duskin started hiring workers from abroad from April 2017 after receiving approval from
the Kanagawa, Osaka and Tokyo governments as a specified organization for the
Project to Accept Foreigners Conducting Housekeeping Services in National Strategic
Special Zones. As of March 31, 2021, a total of 45 Philippine citizens were hired. These
employees provide services at customers’ homes after undergoing training.

Employees with disabilities
(Duskin Group)

I Hiring people with disabilities
We believe it is also a social responsibility of corporations to provide employment

opportunities to people with disabilities. These employment opportunities should g‘ggbe')m gy 201 2 . o
be individually matched to the capabilities of the recruits. To provide more job . l I l ;
opportunities at higher retention rates, we are carrying out initiatives to examine the I a0
types of jobs suitable for the different range of skills and interests of people with e 2 o BP0 2% g5 |

disabilities and to establish a structure to assist them. We continue to actively hire %

people with disabilities, and aim to reach a ratio of employees with disabilities of
3% or more. We will play our part to create a society where everyone can live with B Number
a sense of active participation, reward and purpose. _e- Ratio (%)

g
2016 2017 2018 2019 2020 2021 (Fv)

I Basic Policy, Code of Conduct and initiatives regarding respect for human rights

The Duskin Code of Conduct advocates respecting human rights throughout the entire supply chain
and clearly articulates that the spirit of respecting human rights will underlie every corporate activity. To
advance our human rights efforts, and as a supplementary set of guiding principles to the Duskin Code
of Conduct, we have established the Duskin Basic Policy Regarding Respect for Human Rights.

Duskin Basic Policy Regarding Respect for Human Rights
Lk https:/www.duskin.co.jp/sus/person/data/pop01/
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Work-Style Reform and Health-Focused Management

Duskin strives to provide a workplace environment that maintains employee work-life balance and enables employees to
realize the full potential of their individual abilities and thereby boosting their motivation and a sense of accomplishment
and satisfaction. We also promote a variety of workstyles not restricted by time and location. Moreover, Duskin supports
health-focused management for employees’ better health and increases the health literacy of every employee.

I Creating positive working environments

B &

To continue to sow the seeds of joy for people and communities, Duskin believes L <
balance between work and home life is important for the health of our employees.

Accordingly, we have put various measures in place to reduce long work hours and

create better workplaces, aiming to keep the total work time per employee at

below 1,800 hours annually.

In addition, Duskin has maintained “Kurumin” certification from the Ministry of ‘ﬁi’
Health, Labour and Welfare since 2016, demonstrating our commitment as an
enterprise that supports our employees’ childcare.

“Kurumin” certification, a symbol for companies
supporting child rearing. “Kurumin” originates
from the Japanese word “okurumi,” a cloth to
swaddle a baby.

Work-life balance

¢ Annual paid leave taken: 60%

Programs that assist employees to achieve a balance

between work, childrearing and nursing care

e Birth and childcare leave, family care leave, reduced working
hours for childcare

* Continuing and further promoting telework

* Holding a No Overtime Work Day at least once a month « Support for childcare leave and return-to-work

* Implementing the Leave the Office Early Day Campaign on * Promoting male employees qualifying for guardian childcare leave

the last Friday of each month e Allowing employees to adjust work starting time to fit
* Leaving an eight-hour interval before the next shift individual circumstances

¢ Reemployment system for mandatory retirees

12021 Health & Productivity Management Organization certification
In March 2021, Duskin received Health & Productivity Management Organization /
2021 certification, a certification system operated by the Nippon Kenko Kaigi 5‘%’
(Japan Health Council) with the support from the Ministry of Economy, Trade and ﬂﬂ—&
Industry. Duskin has received certification for five consecutive years — every year -« 2021
since the system began in 2017. Guided by the Duskin Health-focused Manage-

a“" .
ment Declaration, we promote health management initiatives and strive to raise the @]ﬁ& =) @E ;ﬁ*

health awareness of every employee. Health and productivity
Duskin Group will continue to work in partnership with the health insurance society

and labor union on the goal of obtaining certification for every Group company that

is a member of the Duskin Health Insurance Society.

Duskin Health-Focused Management Declaration

For Happiness of Employees

Duskin will encourage and help our employees and their families to maintain and improve their
well-being to lead their lives to their fullest potential as reflected in the philosophy of Prayerful
Management. We hereby declare our commitment to health-focused management, through
which we will support the health of our employees and the sound development of the company
to sow the seeds of joy in society.
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Value Creation at Duskin

12 G |13 "onv 14 o
Aiming to Enhance Environmental Value *°***" A

One way Duskin contributes to creating a sustainable society is by applying 3Rs (reduce, reuse,
recycle) plus renewables over the entire product lifecycle. We also work hard on finding solu-
tions to environmental issues to contribute to building a decarbonized society that is in harmony
with nature and has a small environmental footprint.

Together with Our Environment

Social needs and challenges

* Greater awareness of the SDGs and the environment

Materiality

Contribution to the creation of a recycling-
* Accelerated shift toward a circular economy oriented society

¢ Deteriorating global warming issues Addressing climate change

Risks and opportunities

 Social criticism and higher disposal costs from increased waste

Targets for the end of FY2023

* Rate of reused mops and mats: 97%

® Surging energy expenses due to stricter environmental regula- * Rate of recycling food waste: 60%

tions; business damage from increased extreme weather events « Registration of certified low-emission vehicles: 3,760

e Higher recycling rates through effective resource use; reduced
environmental impact through rational use of energy and other
measures

Reducing waste and efficient
resource use help build a recy-
cling-oriented society

[ 2030 targets |

* Reduce food waste by 50%
(compared to 2000)

e Reduce fossil-fuel-derived plastics
by 25% compared to 2020

* Recycle 60% of plastic containers
and packaging

Revising the Environmental Management Framework
and Environmental Policy

Duskin established its Environmental Philosophy and Environmental Policy in 1998,
and we pursue a wide range of environmental conservation activities. To ensure that
Duskin continues to abide by its Environmental Philosophy and carry out activities to
preserve the global environment, our environmental management framework now
delegates the President and CEO as the Chief Environmental Officer. We have also
revised company Environmental Policy in order to clearly articulate to our stakehold-
ers our goal of contributing to a sustainable society in the medium- and long-term
out of concern over the environmental issues of the last few years.

Responding to climate change
helps achieve a decarbonized
society

[2030 targets |

* Renewable energy use rate of 50%

* Reduce CO: emissions across
Duskin Group locations by 46%
compared to 2013

For details about our environmental policy, please refer to the following web page.
(Available in Japanese only)

L nttps://www.duskin.co.jp/sus/ecology/management/

Duskin Green Target 2030

To ensure that Duskin contributes to achieving company growth and a sustainable
society, in June 2021, we established Duskin Green Target 2030, a set of company
environmental management goals through 2030.

These newly established targets that help achieve a recycling-oriented society
include reducing food waste related to Duskin food businesses, reducing the use of
fossil-fuel-derived plastics within the Duskin Group and within Duskin franchisees
and franchised plants, and increasing container and packaging plastic recycling.
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Helping Achieve a Recycling-Oriented Society

The cleaning utensil rental systems that Duskin has successfully popularized in Japan value things based on a “repeated
use, shared use, reduction of needless waste and disposal” business approach. Duskin’s rental system enables effective
environmental management over the entire lifecycle of the product. Along with an effort to make effective use of limited
resources, Duskin promotes an environmentally conscious business operation, from product development to reuse,
recycling, and disposal after use.

I Direct Selling Group: Reuse of mop and mat products

All used items are collected from customers, and 97% of the collected items are processed in the laundry plants and
reused. The remaining 3% unusable items are utilized as fuels. All products are repeatedly used until their usable life
ends. Dust and dirt on mops and mats are also recycled into materials for cement.

Duskin’s reuse and recycling system

Customer Collection rate of Duskin Plants
mops and mats
o
100 A) p Effective
[ " [\ age .
Utilization

Delivering approx.

140 mitiion

mops and mats
annually rental

Cement manufacturing
plants

@ Incineration

Sales offices Mops and mats that are no longer usable are reutilized
Duskin’s as fuel at cement manufacturing plants.

&
i Reutilized 3 ?
@ S
ﬂfa Approx.
5 3.3 million
pieces are utilized a ‘
Plants annually
2.4% -
(45 plants nationwide) Collected Reused as industrial-use mops and
\ / mats

I Food Group: Reducing food loss and recycling food waste

Mister Donut makes every effort to provide a wide selection of donuts, even for customers who visit just before closing
time. Donuts left over at closing time are therefore transported to livestock feed processing plants where they are recy-
cled into livestock feed. Moreover, in the Kinki region we have begun recycling donuts into biogas.

Food waste and recycling at the Food Group’s shops/restaurants

FY | 2016 | 2017 2018 2019 | 2020

Food waste generated (t) 6,502 5,600 5,187 4,906 4,305
Waste prevented (t) 876 1,433 1,728 1,793 2,373
Recycling rate (%) 36.3 40.3 42.6 50.6 55.0

Percentage points reduced compared to 2000

2016 2017 2018 | 2019 | 2020

Compared with 2020 (pp) .7 ‘ 24.0 ‘ 29.6 ‘ 33.4 ‘ 41.6
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Aiming to Enhance Environmental Value

Reducing Container and Packaging Plastic

As a source of ocean garbage and other pollution, plastic has a major impact on the environment and on daily life.
Duskin implements the following methods for handling plastic materials. These methods contribute to achieving a sus-
tainable society by using resources effectively and by reducing environmental burden throughout the entire lifecycle of
the plastic containers and packaging that we use.

8% Recyci

Reduce the amount of plastic used for
containers by making containers thinner and
lighter and by condensing container con-
tents to make containers smaller.

Actively incorporate recycled resin and
similar materials into plastic containers and
develop easy-to-recycle containers

Medium term P Long term

oé 2. Reuse é:’ 4. Renew

Develop new types of refillable and reusable Shift from fossil-fuel derived plastic to
containers so that containers can be used plastic derived from plants and other re-
repeatedly. newable raw materials

\/
Difficulty

I The kitchen detergent Raku-in Pack system

The Raku-in Pack system features a pouch containing detergent that the consumer

inserts into a reusable bottle. Since the consumer can refill the Raku-in Pack Bottle Ford

or Raku-in Pack Bottle Mini simply by covering the pouch with the top of the bottle, g . thepouch 4 h
there is no need to open the pouch by hand in order to refill the container. The - 1
pouch is vacuum packed, so the consumer can use the bottle until all of the deter- iy »

gent is gone. What’s more, it's sanitary.

Enhanced convenience encourages bottle reuse thus reducing plastic bottle waste
and promoting efficient resource use.

Currently, Moisture-rich Body Soap, high-moisturizing body soap, kitchen deter-
gent, and nachu Mouthwash are compatible with the Raku-in Pack system.

I Entering the used plastic recycling business

e Duskin invests in R Plus Japan, Ltd.

Duskin entered the used plastic resource recycling business by becoming an investor in R Plus Japan, Ltd., a joint capital
venture launched in June 2020. Prompted by the need to respond to the globally recognized problem of plastic waste in
the ocean, the new business will enable Duskin to both fulfill its corporate social responsibility and contribute to the
government’s used plastic resource recycling strategy.

Even before our investment in R Plus Japan, Duskin has been at work on a number of efforts to solve the plastic waste
problem. These efforts include introducing biomass register bags to our dust control business and discontinuing free
register bags and adopting biomass straw at Mister Donut shops. R Plus Japan is developing new ways to recycle used
plastic, and Duskin is working with the company to help create new technology and methods that will, in the future,
enable us to procure materials recycled from plastic waste.
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Reducing CO: Emissions

I Solar power generation system

Duskin’s company-owned offices strive to reduce fossil fuel derived energy by using renewable energy. Our training
facility, the Duskin School, has solar power generation panels installed in some of the building’s glass walls. The Osaka
Central Plant has installed a solar power generation system with 350 panels that generate up to 100kW of power.

In addition, six locations directly operated by the Direct Selling Group have installed solar power generation equipment.
Besides making effective use of renewable energy, in the event of a power outage during a natural disaster, these sites

can function as part of the region’s disaster response framework.

I Carbon-neutral LNG (CNL)

Carbon-neutral natural gas, or CNL, offsets greenhouse gases generated by natural
gas throughout the extraction-to-combustion process with CO: credits, and LNG
consumed under this scheme is not considered a source of global CO- emissions.

Since April 2021, gas consumed at the Duskin Tokyo Tama Central Plant has been
carbon neutral, thus reducing the plant’s CO: emissions. The plant generates
about 1,721 tons of CO. annually, and it is estimated that the carbon neutral effort
will reduce emissions by 1,192 tons, or about 70%.

Besides investigating ways to introduce CNL to our other plants, Duskin will contin-

ue to contribute to achieving a sustainable society by expanding and enhancing the

value of CNL within the company and by purchasing CNL through the Carbon
Neutral LNG Buyers Alliance, an alliance established by 15 companies that pur-
chase CNL, including Duskin, together with Tokyo Gas, which procures and sup-
plies CNL.

I Promoting low-emission vehicles

Duskin is expanding its use of low-emission vehicles. We make it a rule to both
adopt low-emission gas vehicles for service vehicles and adopt hybrid and other
vehicles with excellent environmental performance for Duskin headquarters use.

At the Duskin headquarters, we are replacing cars with hybrids, electric cars and
other vehicles that comply with the latest gas emissions regulations. Moreover, and
with a focus on company-owned sales offices and affiliated companies, we are
energetically promoting idling stop and equipping service cars with auto-brake
functions in order to prevent rear-end collisions.

I Food Group shop efforts to reduce CO: emissions

At Mister Donut shops and other Food Group shops and restaurants, our goal is
reducing CO: emissions while also maintaining a pleasant space for our customers.
Our energy-saving efforts to reduce the burden on the environment include reviews
of air conditioner temperature settings and lighting requirements as well as daily
shop operation, such as diligently extinguishing back area lighting and monitoring
basic utility usage.

These efforts have achieved a steady year-on-year decline in shop monthly power
usage. We will continue to promote a well-established and thorough energy con-
servation effort.

Monthly electricity usage per
Mister Donut shop

(kwh)
8000

7.575 7 449
6,992 6,986

7.000 6,651

6,000

2016 2017 2018 2019 2020 (Fv)
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Aiming to Enhance Environmental Value

Climate change-related opportunities

External environmen- . . . o
- Category tal changes Impact on business Financial impact

Action on Climate Change

Duskin positions the risks and opportunities associated with climate change as critical management issues. In order to

advance information disclosure based on the recommendations of the Task Force on Climate-related Financial Disclo- « More common use of
sures (TCFD), we classify and study climate-related risks as risk associated with the transition to a low-carbon economy sﬁisé)i::l%?/ next-generation . bg\év:sr storage battery | o iotal cost of vehicle maintenance
and risk associated with the physical impacts of climate change. automobiles
© Lower expenses
* More common use of
O.Lt).portu- Energy renewable energy  Lower electricity costs | © Lower product and service costs
I Governance nites SONICES device and technology
We established the Sustainability Committee, which consist of the Outside Directors, the Operating Officers, and the « Greater demand for
Standing Audit and Supervisory Board Members. This committee, serving as an advisory body to the Board of Directors, Markets * New consumer environmentall * Greater demand for circular economy « Higher profits
) . } L ) ) ) ) preferences h v products and services gnerp

studies and deliberates the basic policies and key issues associated with climate change. responsible products

We also established the Quality Assurance & Environment Committee, which studies and determines agreements concern-
ing environmental conservation and improvement issues, and the Environmental Liaison Committee, which manages the
progress of environmental policies, as sub-organizations under the Sustainability Committee. This structure helps the Board
of Directors to identify and monitor actual risks and opportunities, and to enhance climate change-related governance.

I Risk management

We conducted a qualitative provisional climate change risk assessment to evaluate the possibility of climate change
having a significant impact on the financial performance of our businesses.
Environmental management structure

Through a careful review of the results, we have identified the key drivers that could ultimately have a major impact on the
business continuity of the Duskin Corporate Group and franchisees. We will continue to employ scenario analysis to eval-

Chief Environmental Officer

President and CEO Production & Support ' .
Logistics Group Plants uate and assess the risk posed by these key drivers.
l[’e'egate the task (1S0 14001) Supervise

Assist

Environmental Affairs Administrator | e Adopted scenarios

of

Operating Officer mestode s pirect Selling Support - . R . .
Inquire Quality Assurance & iorrectt Group Offices ¢ [IPCC RCP 8.5 scenario: Global average temperature rise of at least 4°C from pre-industrial levels
Board . lH Id meeti ; epor . .
ot Sustainability o meeines Risk Management (150 14001) ¢ [IPCC SR 1.5 scenario: Global average temperature rise kept below 1.5°C

(Energy Management

(UGN Cogperate | Quality Assurance & Environment | gperate
4 Administrator)

Committee
Study and determine agreements concerning
environmental conservation and improvement issues

lHuId meetings

Environmental Liaison Committee | operate
Ensure that decisions made by the Quality
Assurance & Environment Committee are
widely known and thoroughly implemented

Directors

I Indicators and targets

To contribute to achieving a decarbonized society, we have established two targets to be met by 2030: shifting 50% of
the energy consumed for the Duskin Group’s business activities to renewable energy by 2030 and reducing CO: emis-
sions at company-owned facilities by 46% from their 2013 level.

Food Group Support

(Energy management)

'

In FY2020, due to the coronavirus pandemic, employee travel and commuting declined, with the result that Scope 3
I Strategy energy consumption and emissions were lower than the previous year.
Unusual weather and other effects of climate change are becoming increasingly serious, and how to respond to climate
change has become an issue of global concern. To help realize a decarbonized society, which is a target established in
the Environmental Policy, we are analyzing multiple scenarios in the near-future time span from 2030 to 2050 concerning
physical changes brought about by climate change around the world as well as socioeconomic trends. Based on these
analyses, we estimate the financial impact on Duskin’s business performance, investigate what kind of measures to take
in response and formulate strategy.

Also, to ensure accurate and transparent information disclosure, Scopes 1, 2, and 3* energy consumption and CO:
emission figures have been certified as accurate by a third party.

* Scope 1: Greenhouse gas emissions directly emitted by the Duskin Group
Scope 2: Indirect emissions from the use of electricity, heat or steam supplied by other companies
Scope 3: Indirect emissions not included in Scopel and Scope2 (emissions by other companies engaged in activities related to the business)

Climate change-related risks

External environmen- . . . o
- Category tal changes Impact on business Financial impact

CO: emission (t- CO;)

Compared with

. e Stronger GHG (green- . Ao
rgg"g%{tggﬁgl house gas) emission © Higher carbon tax rates Higher tax costs ‘ gr!%hggrcv(i)s; of product JeEER 13,195 13,139 12,776 12,325 12,365 6.0%
regulations
© Progress in energy-sav- = © Delayed development of next-generation Scope 2 20,381 21,191 20,318 19,555 19430 -4.7%
Transition ; : ; )
h Technologies ing technologies among |~ products (developed through manufacturer e Lower profits
risks Competitors t|e_ups) Scope 8 536,614 428,916 406,461 424,851 410,666 '235%
Market§ and e Higher market sensitivi- ‘ Eé\;ﬁ;;mn%nsttfgg{ndo ot ° Higher GHG emission reduction initiative * Higher capital control Total 570,150 463,246 439,556 456,730 442 461 -02 4%,
reputation ty to climate change reduce GHG emissions costs and adjustment costs
. e Higher flooding frequency at plants, shops
Acute * Higher average and offices; higher power outage frequency .
temperatures e Larger typhoons ’ o ; e Higher recovery costs
o Higﬁer tzghoons ‘ tFi’(r)(rJ](;urement and logistics channel disrup- |, Lo%ver sales until Duskin has endorsed the Task Force on Climate-related Financial Disclosures (TCFD) estab-
Physical * Higher sea levels frequency « Increased number of employees standing by |~ "¢cOVerY lished by the Financial Stability Board (FSB). Along with analyzing the risks and opportunities Tcm
risks * New rainfall patterns at home due to disasters posed by climate change, Duskin will properly disclose climate change-related information and D
Chronic < Higher verage  Lower yields of farm | . . contribute to building a sustainable society.
temperatures product such as wheat | ¢ Higher raw material costs e Higher cost of sales
and coffee
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Approach to corporate governance Initiatives to strengthen corporate governance

We are strengthening corporate governance, as we believe it to be one of the most important issues for management. In
2017 we created a Directors Evaluation Committee and introduced an Operating Officer System in 2018. With the aim of
ensuring the independence of the Directors Evaluation Committee and maintaining its effectiveness, we changed it to
consist of only independent directors and to function as an advisory body to the Board of Directors.

Duskin ensures the implementation of all of the principles contained in the Corporate Governance Code. For additional
information, please refer to the Corporate Governance Report on our website. (Available in Japanese only)

(I https://www.duskin.co.jp/sus/governance/corporate/pdf/governance.pdf

Five key characteristics of corporate governance

Of the nine board members, three are Outside Directors.

The ratio of Outside Directors on the Board of Directors remained
at 33%, as it was in FY2019.

Ratio of Outside
Directors on the
Board of Directors

33%

Of the nine board members, two are women.

Duskin is offering greater opportunities for women, who are
essential to our business growth. One of our efforts is to ensure
board diversity by promoting the appointment of female Directors.

Ratio of women on
the Board of
Directors

22

All Directors, including Outside Directors attend every Board of
Directors meeting and actively engage in discussions on the
company’s business growth and on how to increase our corpo-
rate value in the medium and long term.

This attendance rate reflects the average attendance rate for the
Board of Directors meetings since the general meeting of share-
holders held in June 2020.

Board of Directors
attendance rate

100%

To ensure the effectiveness and transparency of appointments to
and evaluations of the Board of Directors, Duskin established the
Directors Evaluation Committee, which is composed only of
independent directors and functions as an advisory board to the
Board of Directors.

Establishment of a
Directors Evaluation
Committee

The Operating Officer System expedites the execution of compa-
ny business by delegating decision-making authority for matters
concerning a particular division to the officer in charge of that
division. Delegating authority in this way enables the Board of
Directors to focus on deliberating on important agenda items and
on supervising the execution of company business.
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Building a structure that
allows Board members
to comprehensively
deliberate on
important matters

Taking into account amendments to laws and changing society, we will continue to work toward further improvements in
corporate governance.

FY Specific initiatives
® — 2021 Share-based remuneration-type stock options replaced with a restricted stock remuneration plan
Hybrid virtual shareholders’ meeting (a meeting in which online participants do not have voting rights) held
@ — 2020 Succession Plan to train and develop next-generation management launched
Operations restructured into groups; COO and CFO designated
o 2019 Advisory body function of the Directors Evaluation Committee switched to the Board of Directors
instead of to the President
® — 2018 ‘ Operating Officer System introduced
The number of Directors decreased from not more than 15 to not more than 12
‘ Independent Outside Directors account for at least one third of all Directors
®— 2017 A share-based remuneration-type stock option program established
Directors Evaluation and Nomination System introduced
‘ Directors Evaluation Committee organized
®— 2016 Analyzation and evaluation of the effectiveness of the Board of Directors started
® — 2015 ‘ Outside Directors and Audit and Supervisory Board Members Council established
The number of Outside Directors increased from two to three
‘ Posting of shareholders’ meeting notice on the web (earlier than distributing printed version) started
® — 2014 The number of Outside Directors increased from one to two
® — 2013 Participates in Electronic Voting Platform
® — 2008 The number of Outside Audit and Supervisory Board Members increased from two to three
® — 2007 ‘ The Directors’ retirement benefit program terminated
® — 2006 Management philosophy included in the Articles of Incorporation
A basic policy for the Internal Control System established
‘ Risk Management Committee established
Duskin stock listed on the first section of Tokyo Stock Exchange and Osaka Securities Exchange*
The cash equity markets of Tokyo Stock Exchange and Osaka Securities Exchange were integrated on July 16, 2013.
@ — 2003 Quality Assurance Committee (now Sustainability Committee) organized

Compliance Promotion Committee (now Compliance Committee) established
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Corporate Governance

Basic policy

Upholding Founder Seiichi Suzuki’s philosophy of Prayerful Management, we are committed to each of our business
operations to sow the seeds of joy for people and communities. Our interpretation of corporate governance is for all of
our employees to incorporate his earnest wish, as reflected in the philosophy, in our everyday activities.

Duskin positions the strengthening of corporate governance as one of its highest priorities to build a stronger relationship
with stakeholders, increase corporate value over the medium to long term, and achieve sustainable growth. Duskin is
further bolstering its structure, organization and systems to ensure transparent and sound management. Duskin also
places compliance at the center of all our corporate activities to continuously improve our corporate value.

Corporate governance structure

Duskin corporate governance uses an audit and supervisory board system. We have introduced the Operating Officer
System to streamline the Board of Directors’ decision-making process and strengthen its supervision of company busi-
ness. To ensure the system'’s effectiveness, we have also set up the Directors Evaluation and Nomination System. Addi-
tionally, to ensure that the process of determining the remuneration of individual directors is objective and transparent,
we have established the Directors Evaluation Committee as an advisory body to the Board of Directors. At the Board of
Directors, Directors monitor and supervise other Directors’ performance. The Audit and Supervisory Board consists of
independent outside Audit and Supervisory Board Members capable of objectively conducting audits and internal full-
time Audit and Supervisory Board Members, who are well acquainted with our business operations and have skills
needed to gather information. Under this system, the Audit and Supervisory Board Members, internal and outside,
perform accurate audits. We consider this structure highly effective as it supports customer-oriented management while
ensuring sound and efficient business operations. This system also enables us to swiftly and precisely respond to
changes in the business environment.

Corporate governance structure (as of May 2021)

General Meeting of Shareholders

Audit and Supervisory
Board (Members)

Outside Directors Board of Directors Accounting Auditors

and Audit and

Supervisory Board .

Members Council Business

Strategy Meeting :

Directors Evaluation

Committee Investment

Assessment !

Committee

Sustainability — i

) Operating Officers’ Board Budget Meeting :
Committee

President and CEO

Risk Management |

Committee
Operating Officers Auditing
Compliance Business segments, Meetings
Committee subsidiaries We hold various meetings where
proposals, advice and reports are

made regarding business execution.
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Board of Directors

Meeting attendance by Board Members and Audit and Supervisory Board Members mBoard of Directors @Audit and Supervisory Board s Chair O Member A Observer

CligEE PliEsED e DITEEHEIRS Sustainability | Risk Management | Compliance
U ancisloe = on S Committeey Commigtee Comr:nittee
Board Members Counci Committee

Teruji Yamamura
Kazushi Sumimoto
Tetsuya Wada
Naoto Miyata
Hiroyuki Okubo
Taku Suzuki
Tomoya Yoshizumi
Nobuko Sekiguchi
Yukiko Tsujimoto
Takashi Yoshida

Hideyuki Naito

Takaaki Oda

Sachiko Kawanishi

Kyoichiro Arakawa

President and CEO
Director and COO
Director and COO

Director and CFO
Director and Operating
Officer

Director and Operating
Officer

Outside Director
Outside Director

Outside Director

Audit and Supervisory
Board Member

Audit and Supervisory
Board Member

Outside Audit and
Supervisory Board
Members

Outside Audit and
Supervisory Board
Members

Outside Audit and
Supervisory Board
Members

W19/19

W19/19

W19/19

W19/19

W19/19

W19/19

W19/19

W19/19

W14/14

W19/19 @12/12

W19/19 @12/12

W19/19 @12/12

W19/19 @12/12

W19/19 @12/12

@]
O
(@]
(@] *
(@]
(@]
A @)
(@]
(@] (@]
(©]
(@]

Note: Board meeting attendance for Yukiko Tsujimoto reflects attendance after her appointment on June 23, 2020.

I Business Strategy Meeting: Chaired by Teruji Yamamura, Representative Director, President and CEO
Main function: discuss companywide business strategies, business portfolios and the allocation of Duskin
Group resources from a medium- to long-term perspective

The Business Strategy Meeting is for all Directors and division managers to discuss companywide business strategies,
business portfolios and the allocation of Duskin Group resources from a medium- to long-term perspective.

Advisory bodies

I Outside Directors and Audit and Supervisory Board Members Council: Chaired by Tomoya
Yoshizumi, Outside Director

Main function: make recommendations for increasing corporate value over the medium to long term

Duskin has an Outside Directors and Audit and Supervisory Board Members Council, which is an advisory council for

the Board of Directors. Its purpose is to provide beneficial views for ensuring effective corporate governance, while

enabling Outside Directors to gather information without affecting their independence. This makes it possible to monitor

and supervise Duskin’s management from a transparent, fair and objective viewpoint.

I Directors Evaluation Committee: Chaired by Tomoya Yoshizumi, Outside Director

Main function: provide necessary advice in response to consultations from the Board of Directors in selecting candi-
dates for Directors and Operating Officers and in determining their remuneration

The Directors Evaluation Committee was established as an advisory body for the President and CEQO to consider Director

and Operating Officer candidates and their remuneration, which requires the approval of the Board of Directors.

As of April 2019, this committee, which had been an advisory body for the President and CEO, was changed to an
advisory body for the Board of Directors to improve the effectiveness of the Directors Evaluation and Nomination System.
The committee now consists of only independent directors, resulting in greater transparency and objectivity.

I Sustainability Committee: Chaired by Minoru Okada, Operating Officer

Main function: determine medium-term framework and annual action plans regarding sustainability and deliberate
on how to address unresolved sustainability issues

To achieve corporate growth and contribute to building a sustainable society, we have the Sustainability Committee,

which is an advisory council for the Board of Directors. The purpose of the committee is to determine priority issues and

the scope of action for ESG and SDGs to implement CSV strategy across the Duskin Group.
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Corporate Governance

Business execution

I Operating Officers’ Board: Chaired by Teruji Yamamura, Representative Director, President and CEO
Main function: deliberate important matters related to business execution

For the President and CEO to conduct business operations based on the basic management policy established at the
Board of Directors meetings, Duskin has an Operating Officers’ Board, a deliberative body to examine important busi-
ness matters.

I Budget Meeting: Chaired by Teruji Yamamura, Representative Director, President and CEO

Main function: monitor budget progress for each business division, identify the discrepancies between forecasts
and actual results and discuss measures to be taken

The Budget Meeting is held to monitor budget progress for each business division, identify the discrepancies between
forecasts and actual results and discuss measures to be taken, as well as to share information on such issues.
I Investment Assessment Committee: Chaired by Naoto Miyata, Director and CFO

Main function: Raise the quality of plant, equipment and similar investments, and monitor the effectiveness of these
investments after they are implemented

The Investment Assessment Committee was established to raise the quality of investments in new business develop-
ment as well as plants and equipment, and to monitor the effectiveness of these investments. The committee meets to
deliberate as needed.

Evaluating Board of Directors effectiveness

Duskin analyzes and evaluates the effectiveness of the entire Board of Directors annually in order to

Outline achieve medium- and long-term sustainable growth and stronger corporate value.

The FY2020 analysis and evaluation process and results and FY2021 plan are as follows.

Analysis and evaluation ProcCess Target and period: 15 meetings of the Board of Directors held between April 2020 and December 2020

1 2 3 4
Third party expert Outside Directors and Audit Board of Directors Implements measures
Distributes questionnaires to all and Supervisory Board Discusses the for improvements

Members Council recommendations for

Analyzes, evaluates the results, improving the Board’s
provides a summary for the effectiveness.
current year and makes
recommendations for the
following year to the
Board of Directors.

Directors and Audit and
Supervisory Board Members,
and collects the replies.

based on the results
of discussions.

FY2020 issues FY2020 initiatives

(i) * Clarified Directors’ responsibilities to supervise their business areas
* Appointed a Chief Operating Officer (COOQ) for the Direct Selling Group and for the Food Group

Increase effectiveness of e Appointed Chief Financial Officer (CFO)

supervisory functions and
1 broaden discussions on

strategies for enhancing

corporate value

(i) Directors in charge attended important business division meetings and supervised the divisions and the
entire value chain. In addition, Outside Directors continued to attend product and service development
meetings and provide feedback.

(iii) The Investment Assessment Committee, which was established in the previous fiscal year, conducted
preliminary research and evaluation of investment proposals prior to deliberating on at Board of Directors

meetings.
Further broaden discussions (i) Reviewed new companies and new businesses launched in the previous fiscal year or earlier and
) aimed at optimizing business deliberated on future initiative for these businesses
portfolios on a companywide (i) Based on a portfolio assessment by business, deliberated on optimizing business portfolios on a
level companywide level

(i) Revaluated the compensation and benefits system and revised the compensation structure for Operating
Officers to strengthen the link between Operating Officer performance and compensation

Deepen the discussions of

organizational functions and
3 the role of Operating Ofﬁgers (ii) Launched Succession Plan and started periodic training

that respond to changes in e Started education program to train managerial personnel

the business environment and e Set up personnel talent pool, and raised the transparency of the Director and Operating Officer selection

strategies process by, for example, revising nomination form format
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FY2021 initiatives

1. Further strengthen the Board of Directors’ supervisory function in order to implement clearer growth strategy,

Conduct a thorough debate
about strategies to enhance
corporate value and increase
effectiveness of supervisory

optimize the business portfolio and ensure steady progress on executing key strategies

2. Supervise how and in which domains Duskin utilizes its strengths to respond to a changing social environment
while advancing Digital Transformation and strengthening the entire value chain

function 3. Accelerate the pace of evaluating, selecting and training future management personnel, including Board of
Directors members, and reflect the results in the company’s management structure

Number of proposals made to the Board meetings and the time devoted to deliberation

Number of proposals

(Number)
2001 174
151
160 - 62
51

100 - 25 5

50 - 87 95

0

2019 2020 FY)

W Matters resolved Matters discussed M Matters reported

Election policies for the Board of Directors

I Selection standards

Average time per deliberative session

()

3:.00
2:30
1:58
2:00
1:00
0
2019 2020 (FY)

Duskin selects candidates for election as Directors from among individuals who fulfill the criteria of possessing the char-
acter, knowledge and integrity to serve as a Director and who have no health issues that would interfere with performing

the duties of a Director.

Internal Director candidates

The Representative Director requests recommendations
from the current Directors and Audit and Supervisory
Board Members.

The Representative Director evaluates the nominee’s
qualification as a Director and the degree to which
he/she practices the management philosophy and
selects a person who can have a positive effect on
the organization’s vitality and continuously execute
medium- to long-term strategies of Duskin Group.

The Board of Directors makes final selections after
thorough discussions, with advice from the Directors
Evaluation Committee.

Outside Director candidates

e Duskin selects individuals who can maintain indepen-
dence and have no special financial relationship with
Duskin Group.

® These individuals must also have a business career
and professional knowledge needed for enabling the
Board of Directors to perform its supervisory and
advisory functions.

e These individuals must also be able to provide useful
advice from a multifaceted perspective in order to
maintain the transparency and soundness of manage-
ment and the fairness of procedures.

The Board of Directors makes final selection among
candidates who meet the aforementioned criteria.

Under the provisions of Article 427, Paragraph 1 of the Companies Act, Duskin has contracts with Outside Directors that
limit their liability as provided in Article 423, Paragraph 1 of this act. The maximum liability under the contracts is the

amount as provided in laws and ordinances.
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Reasons for selections of Outside Directors

m Reasons for election

Extensive experience and insight in corporate management as a Member of the Board and Corporate Vice President at Ajinomoto
Co., Inc., where he was engaged in strategic production planning, the Medium-Term Management Plan and implementing M&A
Tomoya strategies for the Ajinomoto Group. Mr. Yoshizumi supervised business operations from April 2011 in North America as General
Yoshizumi Manager, North America Division and President of Ajinomoto North America, Inc. Mr. Yoshizumi was appointed an Outside Director
because he is expected to provide Duskin with advice based on his past experience and expertise from the perspective of overall
management supervision and raising corporate value in the medium- and long-term.

After working as a management consultant, Ms. Sekiguchi joined Capcom, where she served as a Managing Corporate Officer

Nobuko responsible for corporate planning that included preparing the Med-Term Plan, managing the annual budget, working on organiza-
. X tional reforms, and M&A. She held a leading role in reforming Capcom’s personnel system. Ms. Sekiguchi was appointed an Outside
Sekiguchi Director because she is expected to provide Duskin with advice based on her past experience and expertise from the perspective of

overall management supervision and raising corporate value in the medium- and long-term.

As a Director at Procter & Gamble Japan, Ms. Tsujimoto has a wealth of experience and insight in corporate management. As part

Yukiko of her tenure at the company, Ms. Tsujimoto has been responsible for overseeing brand marketing and communications, as well as
N serving as brand publicity leader for the Asian region. Ms. Tsujimoto was appointed an Outside Director because she is expected to
Tsujimoto provide Duskin with advice based on her past experience and expertise from the perspective of overall management supervision

and raising corporate value in the medium- and long-term.

Note: All three are independent directors.

Standards for independence of Outside Directors and Outside Audit and
Supervisory Board Members

To ensure the independence of an Outside Director or Outside Audit and Supervisory Board Member, Duskin selects a
member in accordance with our own selection criteria as well as the independence standards of the Enforcement Rules
for Securities Listing Regulations of the Tokyo Stock Exchange.

When selecting the candidates, Duskin confirms that they comply with all items of the criteria. Then, the Board of Direc-
tors makes the final decision.

Note: Independence standards for outside directors established by our company are stipulated in our annual securities
report (available in Japanese only).

L https:/www.duskin.co.jp/sus/governance/corporate/

Directors’ remuneration

Duskin positions Directors’ remuneration as an important issue for our corporate governance. To raise Directors’ motiva-
tion to achieve medium- and long-term sustainable growth and enhance corporate value, Duskin established the Direc-
tors Evaluation and Nomination System. With this system in place, their contributions and capabilities are determined
and reflected in their remuneration.

The methods used in calculating Director remuneration and actual remuneration in FY2020 are as follows.

Process and calculation methods of Director remuneration and actual remuneration
Methods applied in FY2020

Directors Outside Directors Audit and Supervisory
Board Members

* The determination of remuneration by the Board of Directors is based | ® A certain amount is set as e Compensation is

on officer remuneration survey data provided by an external research base compensation and determined within the
Decision- organization comparing Duskin to companies of a similar size and bonuses for Outside amount resolved at
making companies in similar business sectors and with similar operations. Directors, after taking into the general sharehold-
process * The Board of Directors makes the final decisions, taking into account their backgrounds ers’ meeting.

consideration the advice of the Directors Evaluation Committee, after and other matters.

thorough discussions (see page 57).

The remuneration consists of basic compensation (fixed compensa- ® A certain amount is set as * Remuneration for each
tion), a performance-based bonus (short-term incentive) and base compensation and Audit and Supervisory

BemunemEien share-based-remuneration-type stock options* (medium- to- long-term bonuses for Outside Board Member is
incentive). Directors, after taking into determined based on
* This is to allocate share acquisition rights in an amount not exceeding account their backgrounds discussions with those
50 million yen per year in lieu of a portion of basic remuneration. and other matters. members.

Note: Compensation is determined within the amount resolved at the general shareholders’ meeting. In July 2021, we introduced a restricted stock remuneration plan in place of the share-based
remuneration-type stock option plan.

Actual remuneration (Fy2020, thousands of yen)

Type of remuneration

Category Total remuneration | Basic remuneration (Fixed amount) | Bonus (Performance-based) Stock option Number of directors
0 |

Directors 206,549 | 157,727 | 20,800 | 28,022 |
Note: The numbers above include three Directors who retired as of the 58th Ordinary General Meeting of Shareholders on June 23, 2020.
Outside Directors 23,300 | 18,600 | 4,700 | — | 4 |
Note: The numbers above include one Outside Director and one Audit and Supervisory Board Member, both of whom retired as of the 58th Ordinary General Meeting of Shareholders on June 23, 2020.
Standing Audit and Supervisory Board Members 50,550 46,350 4,200 — 3
Outside Audit and Supervisory Board Members 30,000 25,200 4,800 — 3

Note: The numbers above include one Audit and Supervisory Board Member who retired as of the 58th Ordinary General Meeting of Shareholders on June 23, 2020.
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Internal control

Duskin Group has followed a philosophy of “unifying business and morals” as its core value. To realize our management
philosophy, we have formulated the following Code of Conduct Statement to serve as a compass and Duskin Code of
Conduct to define concrete standards of conduct for our business operations.

Code of Conduct Statement: Aiming to be a trustworthy and reliable company
@ We always think of customers in everything we do. @ We are ethical in all our actions.

@ We observe the law in all that we do. @ We take pride in everything we do.

Successor development plan

Duskin formulated its succession plan in FY2019 to foster next-generation management and successors to our chief
executives. We have created an educational program to train those with the appropriate qualities, as well as a selection
process for executive officers and candidates for director positions. We launched these operations in FY2020 and regu-
larly share information and report to the Board of Directors on the progress. The President and CEO conducts monthly
individual meetings with all Operating Officers. Quantitative assessments of their performances and improvements are
made every six months in line with the Directors Evaluation and Nomination System, with the opportunity used to provide
further guidance as well as to review their capabilities and performance with them.

Training Directors and Audit and Supervisory Board Members and deepening
their knowledge of Duskin

Starting in FY2020, Duskin has been preparing a succession plan and putting in place an executive-class training plan.
Duskin provides periodic training that Directors and Audit and Supervisory Board Members need in order to perform
their decision-making and executing duties, and training that operating officers need in order to perform their business
duties. When appointing Outside Directors, the President and CEO explains the candidates about Duskin’s management
philosophy. After confirming their agreement on the philosophy, the President and CEO further explains Duskin’s busi-
ness strategy and business operations. In addition, to help them deepen their knowledge of Duskin, the company pro-
vides them opportunities to visit major business sites, training facilities and plants.

Policy related to acquisition and holding of cross-shareholdings

The policy for cross-shareholdings is to hold a suitable number of shares only when there is a legitimate reason for
owning these shares. Investments in stocks for which there is no legitimate reason for ownership are reduced or eliminat-
ed. Every year, the Duskin Board of Directors determines if the ownership of each cross-shareholding is proper or not.
Decisions are based on the need for each cross-shareholding regarding business activities, such as business alliances,
maintaining and strengthening business relationships, Duskin’s cost of capital, share price movements and other factors.

Constructive dialogue with investors, analysts and shareholders

Duskin conducts a variety of investor relations (IR) and shareholder relations (SR) activities to earn trust in the company’s
management, receive a proper evaluation of the company and achieve sustained business growth and medium- to
long-term growth in corporate value. Our senior management and Directors protectively respond to the requests of
individual or institutional investors to meet with them. Information, evaluation and opinions gained through IR and SR
activities are reported at meetings of the Board of Directors twice each year.

We strive to improve our IR tools, including our website, that are useful for individual investors and shareholders in mak-

ing investment decisions. Duskin proactively discloses the financial results, business strategies, sustainability-related
information, news and other topics of interest.
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Our Business Foundation

Message from Outside Directors

Three Outside Directors look back
on the issues addressed in the 2020
Corporate Report and give their
views on Duskin’s future direction
and what the company needs to do
now to enhance corporate value.

Issues discussed in the
2020 Corporate Report

In the 2020 Corporate Report,
Outside Director Yoshizumi and
Outside Director Sekiguchi discussed
such issues as the lack of comments
and the need for constructive
proposals from a companywide
perspective from Internal Directors.
They also discussed applying
selection and concentration as a way
to effectively allocate managerial
resources, how best to handle
digitalization and the need for
stronger corporate governance.

62 CORPORATE REPORT 2021

Outside Director

Z Tomoya Yoshizumi

Joined Ajinomoto Co., Inc. in 1978. Named a Member of the Board in
2007. Served in leadership positions, including President of Amino
Acids Company, and General Manager, North America Division, Bio-
science & Finechemicals Business Division, Ajinomoto Co., Inc. and
President of Ajinomoto U.S.A. (now Ajinomoto Health & Nutrition North
America, Inc.). An Outside Director of Duskin Co., Ltd. since June 2017.

To meet our ROE targets is a manage-
ment’s responsibility to our shareholders

The Board of Directors, including Internal Directors, give
their opinions much more frequently, including topics
beyond their own area of responsibility, and discussions
have become more multifaceted and energetic as a result.
This has made it possible to talk about withdrawing from
underperforming businesses, and in my opinion Duskin is
making solid progress on evaluating the viability of its
businesses from a “selection and concentration” perspec-
tive. To further build this momentum, | will continue to
express my opinions as an Outside Director representing
our shareholders. | hope this will help accelerate the pace
of optimizing and strengthening the overall value chain,
which is another priority for Duskin.

The succession issue is one of the Outside Directors and
Audit and Supervisory Board Members Council’s priorities.
| am chairman of the Directors Evaluation Committee,
which includes two Outside Directors. At the Committee
meetings, we are deliberating how best to transparently
and impartially evaluate next-generation leadership candi-
dates who have produced results within each business
group. If that works well, | think it will further raise the effec-
tiveness of the Board of Directors. We are also looking at
human resource education with an eye on the Group’s
next-generation leadership. Clearly showing what kind of
human resources we need is a management responsibility,
and we are therefore discussing this issue with those in
charge of personnel affairs.

Duskin conducts business guided by the philosophy of
Unifying Business and Morals, and in order to practice this
philosophy as a publicly listed company, achieving our
ROE targets is a vital responsibility of all of management. |
believe it is the role of Outside Directors to support the
President and Group COQOs in their efforts to meet these
performance targets and to contribute to meeting these
performance targets and returning some of those results to
our shareholders. With a sense of responsibility and a
sense of urgency toward our shareholders, | will therefore
continue to advocate for effective management.

Outside Director

Nobuko Sekiguchi

After working at a foreign affiliated company and as a management
consultant, Ms. Sekiguchi joined Capcom Co., Ltd. in 2005, where she
was appointed as a Corporate Officer. While there, she was engaged
in leadership roles including Head of Corporate Planning & Human
Resources Division. An Outside Director of Duskin Co., Ltd. since June
2019.

Duskin is a pioneer of product rental
and SDGs

Compared to last year, discussions at Board of Directors
meetings have become much more substantial. Besides
discussion about proposals from individual business lines,
there is a great deal more discussion about the company
in the medium-term of three to five years and about overall
company strategy. Last year | mentioned the need for more
constructive proposals from the Board of Directors, and
since then our Corporate Planning team, which guides
medium-term strategy not only actively included the
proposals on the company strategy in the agenda, but also
they have prepared materials with concrete numbers that
make it possible to have productive discussions. From a
corporate governance perspective, | do not think there are
very many companies capable of such frank discussion,
and in the future | hope that we can contribute more time
to discussing strategy. | want to encourage Internal Direc-
tors to express their opinions even more than they have so
far.

Currently, increasing sales is an issue at Duskin, and a
growth strategy is key to achieving sales growth. Duskin
has been in the rental business for mop and mat products
for some time, and the company has long advocated
SDGs. Duskin also has superb services, and | think that
the company has yet more potential for enhancing brand
value. Moreover, it is my opinion that Duskin needs to
leverage these strengths toward the new challenge of
achieving a digital transformation of the company’s overall
business model, including franchisees all over Japan. |
have also attended, as an observer, the information system
meetings that the company started last year in order to
better understand the IT and digital challenge.

There is growing awareness within the company for the
need for digital training for executives, and we will continue
to apply Duskin’s resources to an all-out effort aimed at
meeting the needs of the next-generation of consumers.

Outside Director
Yukiko Tsujimoto

Ms. Tsujimoto joined Procter & Gamble Far East Inc. (now Procter &
Gamble Japan K.K.) in 1986. After resigning the position of Director at
Procter & Gamble Japan in 2014, she assumed the post of
Representative Director at shapes Co., Ltd. An Outside Director of
Duskin Co., Ltd. since June 2020.

Understanding Duskin’s strengths,
building a “third pillar” to help support
the company 50 years from now

While | have served as an Outside Director for just one year
so far, my impression is that Duskin practices effective
governance not only in form but in substance. | can attend
company meetings as an observer when | think it neces-
sary, and | can obtain sufficient information about manage-
ment issues by, for example, asking those involved to
explain in advance the details of a presentation given at a
Board of Directors meeting. It is easy to express opinions
at Board of Directors meetings, and to my mind as an
Outside Director they are easy to work with.

At Duskin, | would say that employees listen to the various
opinions of other people and really try to do what needs to
be done. Besides fulfilling my role as an Outside Director
on the Board of Directors, and informed by my past experi-
ence and knowledge, | make an effort to contribute to
enhancing corporate value. Taking part in new product and
service development meetings and stating my opinions
about things like customer understanding and develop-
ment processes are among such efforts.

Duskin’s strength is a business model—and the brand
power that accompanies it—that forms a single line extend-
ing from the product planning stage, through sales and
services, and directly to the customer. In line with a chang-
ing social environment and customer needs, | hope that
Duskin headquarters will take the initiative in using advances
in technology to form even more robust, direct connections
with our customers, including market segments that until
now have posed challenges to the company.

Currently, Duskin’s business rests on two main pillars:
clean service and Mister Donut. In the future, Duskin needs
to further strengthen its business foundation by working
hard on nurturing a third pillar. As a member of manage-
ment, | am always thinking about what kind of company we
want Duskin to become 50 years from now and working
hard to contribute to making the company a profitable and
growing business.
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Risk Management

Risk management policy

The risk that is a part of the business environment is becoming increasingly diverse and complex. Some risks are extremely
difficult to predict in advance, such as the coronavirus pandemic that has been spreading worldwide since last year. None-
theless, Duskin is making efforts to assess all kinds of risk in advance. We have taken measures to prevent coronavirus
infection in order to avoid and minimize any damage it might cause to company operations should it become a threat.

Risk management system

Duskin has prepared Basic Rules on Risk Management and has established a risk management department and as-

signed supervisors according to these rules. We have also established the Risk Management Committee as an advisory
body to the Board of Directors. At our subsidiaries, we appoint risk management supervisors appropriate to the compa-
ny’s scope and nature of business, and we practice comprehensive and the Duskin Corporate Group risk management.

Furthermore, we have set up a secretariat office consolidating all risk management-related operations and clerical work
within the Risk Management section of the Quality Assurance & Risk Management so that any section in charge of risk
management and secretariat office can work together on preparing a response should the company be exposed to risk.
In addition to these measures, we will deploy a response task force should an event occur that has a high potential for

exposing the Duskin Corporate Group to risk.

Common types of risk and their countermeasures

Gategory Desoription of risk

Difficulty in obtaining consent and
cooperation from franchisees, which leads
Business model to suspension or delay of business plans

Franchise system
( Y ) Termination or cancellation by franchisees,

lawsuits with franchisees, violations of laws
and ordinances by franchisees and scandals

Have sufficient communication with franchisees to obtain consent for
cooperation and sharing expenses when developing and introducing new
products and services as well as opening new shops and renovating
existing shops.

Implement comprehensive programs to provide guidance and training to
franchisees while continuing to develop relationships with them.

Decline in market size of the Clean Service
. business
Changes in
business

environment Mister Donut business risks: changes in

market trends, competition and consumer
preferences; higher cost of ingredients

Develop products, expand sales channels, and respond to diversified
payment methods; expand the Care Service businesses, which are
expected to grow, by recruiting new franchisees.

Expand the business through: new openings in urban and suburban
areas; shop renovations and relocations to meet customers’ needs and
locational factors; value-added menu development; business
development mainly in Asia.

Quiallity problems of products provided by

Product safety i, pirect Selling Group

Objectively check safety and reliability of the products starting with the
development stage; focus on maintaining quality standards even after the
launch of products, by conducting quality checks from time to time.

Food poisoning and violation of laws and
ordinances, including Food Sanitation Act, at
our shops and restaurants

Food safety

Develop and operate an internal food safety management system,
including the establishment of hygiene management guidelines and
regular voluntary inspections using third-party experts.

Liabilities for accidents occurred when
offering a service. Health hazards arising
from service defects or problems involving
equipment and materials

Service quality

Prepare manuals on accident prevention and emergency response, and
thoroughly improve the skills of employees through education and training.
Since service staff need to have certain technical skills, we will maintain a
consistent level of service quality through training and licensing systems.

Product Difficulties in manufacturing products due to
manufacturing unexpected natural disasters and other

(Procurement) emergencies

Procure products from multiple suppliers except where the products
purchased rely on specific singular suppliers because of a unique
production technology.

Suspension of business operations or
damage to facilities caused by large-scale
natural disasters such as earthquakes,
typhoons and floods

Natural disasters

Establishment of a safety confirmation system, preparation of response
manuals and maintenance of a business continuity plan to minimize the
damage caused by natural disasters; conduct disaster response drills.

How the pandemic will progress remains
unclear, but should it continue for the long

Coronavirus term, or should it become more severe, it

Implement countermeasures to prevent spread of infection and ensure
safety, with customer safety the top priority. As a franchisor, we support

pandemic has the potential of having an even areater all our franchisees to ensure that every shop and sales unit around the
. P . 9 9 country stays in operation.
impact on business performance
. Significant problems such as personall Formulate regulations such as Personal Information Protection Rules;
Information information leaks caused by insufficient conduct training for executives and employees; hold seminars for

Security measures to counter external threats such
as cyberattacks and inadequate IT security

franchisees; develop and operate a system for safeguarding and
managing personal information, including measures for IT system security.

Regarding climate change and other environmental-related risk, see pp. 52-53 of this report.
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Compliance

Basic policy and framework

At Duskin, “compliance” means putting ourselves in the place of others and thinking and acting according to their expec-
tations. To ensure a healthy business operation and raise corporate value in the long term, and so that every employee
earns the trust of our customers and of society in general, our daily business conduct is guided by the Duskin Code of

Conduct and we always strive to observe compliance.

The third edition of Duskin Code of Conduct (Available in Japanese only)

% https://www.duskin.co.jp/sus/governance/standard/

Initiatives to promote compliance

I Compliance Committee

Duskin has set up the Compliance Committee as an advisory body to the Board of Directors. The Compliance Commit-
tee monitors the effectiveness of the Code of Conduct, and it conducts surveys on compliance-related issues and
requests appropriate actions to remedy them. In FY2020, the number of major compliance violations was zero.

I Compliance training sessions

To ensure that its members understand and faithfully observe the Duskin Code of
Conduct, the Duskin Group holds compliance training sessions every year for all
directors and employees. In FY2020, Duskin conducted corporate risk management
training for directors and management-class employees and Personal Information
Protection Law and insider trading training for regular employees. We will continue to
provide training that fosters deeper appreciation and understanding of corporate
compliance.

I Whistleblower hotline

In accordance with the Whistleblower Protection Act, Duskin operates a direct notifi-
cation hotline system that includes the Corporate Compliance section as the system’s
in-house contact and an outside law firm as its external contact. The system can be
used not only by full-time employees but also by part-time and dispatch employees.
Moreover, a whistleblower can remain anonymous so that he or she cannot be fired,
transferred, discriminated against or otherwise treated unfairly for using the hotline. In
FY2020, the number of hotline users increased due to anxiety and other factors
caused by the coronavirus pandemic and by distributing new hotline posters at all
business locations aimed at making the availability of the hotline better known.

I Insider information management

Compliance training participants
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Duskin has formulated Rules on Insider Information Management and the Detailed Rules on Insider Information. All
information on Duskin’s businesses, operations and performance is gathered and controlled at the IR Section, which is
responsible for the handling of information. We disclose our information based on the belief that the timely and appropri-
ate disclosure of corporate information to investors is the basis of a sound securities market. We are committed to ensur-

ing the fairness and soundness of the securities market.

Day of Resolve

At the Duskin Group, May 31, 2002 is known as the day of the Large Meat Dumpling incident*. On that day, the
Duskin Group was issued a partial suspension of business order by the Osaka Prefectural Government due to a
violation of the Food Sanitation Act. To remember the lessons of this event, and to ensure that they serve as a guide
in the future, the Duskin Group has established May 31 as the Day of Resolve, a day on which every employee writes
a message to consumers and to society in general reaffirming their pledge to always observe compliance. It has
been nearly 20 years since the Large Meat Dumpling incident, and observing the Day of Resolve every year contrib-
utes to raising our awareness of the importance of compliance and to preventing such an incident from ever hap-

pening again.

*The Large Meat Dumpling incident: A food additive unauthorized at the time in Japan was used for the Large Meat Dumpling menu sold at Mister Donut. While Duskin discovered this
problem at the early stage of the incident, the use of this food additive was not disclosed to the public until inquiries were made by the media. This resulted in severe social criticism.
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Our Business Foundation

Directors and Audit and Supervisory Board Members .o oconer 1. 2021

Board of Directors

Representative Director,
President and CEO

Teruji Yamamura
Number of shares owned:

34,585

Board meeting attendance in
FY2020: 19/19

Director and COO
Kazushi Sumimoto

Number of shares owned:
11,685

Board meeting attendance in
FY2020: 19/19

Director and COO

Tetsuya Wada

Number of shares owned:

2,700

Board meeting attendance in
FY2020: 14/14

Apr. 2018

Apr. 2009
Apr. 2007

June 2004

Jan. 1982

Representative Director, President and CEO
(to the present)

President and CEO

Director; Care Service Business Group, Rent-All and
Home Instead (now Life Care)

Director and Assistant General Manager, Clean Service
Business Group

Joined the Company

June 2020 Director and COO, Direct Selling Group
General Manager; Strategy Management, Direct Selling
Group (to the present)

Apr. 2020 Director and Executive Operating Officer, Direct Selling
Group General Manager; Strategy Management, Direct
Selling Group

Apr. 2019 Director and Executive Operating Officer; Corporate
Planning, General Affairs, Accounting, Public Relations,
Information System and Production & Logistics

Apr. 2018 Director and Senior Operating Officer, Corporate
Planning and Production & Logistics

Apr. 2017  Director, Corporate Planning and Production & Logistics

May 2016 Director; Corporate Planning, Life Care Development
Group, Rent-All, Uniform Service and Health & Beauty

June 2014  Director, Home Instead (now Life Care); Division
Manager, Rent-All

Apr. 1983  Joined the Company

Oct. 2020
June 2020

Apr. 2020

Apr. 2018

Apr. 1986

Director and COO, Food Group (to the present)
Director and COO, Food Group; Division Manager,
Food Business Development

Operating Officer, Food Group; Division Manager, Food
Business Development

Operating Officer; General Manager, Mister Donut
Business Group

Joined the Company

Director and CFO

Naoto Miyata

Number of shares owned:

1,400

Board meeting attendance in
FY2020: 14/14

Director and Operating
Officer

Hiroyuki Okubo

Number of shares owned:
2,985

Board meeting attendance in
FY2020: 14/14

Director and Operating

Officer

Taku Suzuki

Number of shares owned:

5,700

Board meeting attendance in
FY2020: 19/19

Apr. 2021 Director and CFO, Corporate Administration Group June 2021 Director and Operating Officer, Corporate Planning Apr. 2021 Director and Operating Officer, New Business
(to the present) Group (to the present) Development and Corporate Account (to the present)
June 2020 Director and CFO; Legal Affairs and Corporate Apr. 2021 Director and Operating Officer; President’s Office, Corporate June 2020 Director and Operating Officer; Rent-All, Health Rent
Compliance, Accounting and General Affairs Planning, Information System and Shared Services Center and Life Care
(to the present) Dec. 2020 Director and Operating Officer; President’s Office, Apr. 2018 Director and Senior Operating Officer; Rent-All, Health
Apr. 2020 Operating Officer, Accounting Information System and Shared Services Center Rent, Life Care, Uniform Service and Health & Beauty
Apr. 2018 Joined the Company Manager, Corporate Planning Apr. 2017 Director; Life Care Development Group, Rent-All,
General Manager, Corporate Account June 2020 Director and Operating Officer; President’s Office and Uniform Service and Health & Beauty
— Information System " . .
Apr. 2014  General Manager, Public & F\_nar)cwal In_smutlons Manager, Corporate Planning June 2016 Director, Product _\ngpecuon Center; General Manager,
Banking Dept., Sumitomo Mitsui Banking Corporation Production & Logistics
Apr. 2020 Operating Officer, Information System; Manager,
Corporate Planning Apr. 1989  Joined the Company
Apr. 2018 Operating Officer; Manager, Corporate Planning
Apr. 1985 Joined the Company
Director Director Director
Outside Director (Independent) Outside Director (Independent) Outside Director (Independent)
Tomoya Yoshizumi Nobuko Sekiguchi Yukiko Tsujimoto

Number of shares owned:

400

Board meeting attendance in
FY2020: 19/19

Number of shares owned: -

Board meeting attendance in
FY2020: 19/19

Number of shares owned: —

Board meeting attendance in
FY2020: 14/14

June 2017
June 2017

June 2015
June 2013

June 2011

June 2008

June 2007
Apr. 1978

Director, the Company (to the present)
Retired from Ajinomoto Co., Inc.

Advisor, Ajinomoto Co., Inc.

Corporate Vice President and General Manager, North
America Division, Bioscience & Finechemicals Business
Division, Ajinomoto Co., Inc.; President, Ajinomoto
North America, Inc. (now Ajinomoto Health & Nutrition
North America, Inc.)

Member of the Board and Corporate Vice President;
General Manager, North America Division, Bioscience &
Finechemicals Business Division, Ajinomoto Co., Inc.;
President, Ajinomoto U.S.A. (now Ajinomoto Health &
Nutrition North America, Inc.)

Member of the Board and Corporate Vice President;
President, Amino Acids Company

Member of the Board, Ajinomoto Co., Inc.
Joined Ajinomoto Co., Inc.
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June 2020 Outside Director, Audit and Supervisory Committee
Member, H:O Retailing Corporation (to the present)

June 2019 Director, the Company (to the present)
Mar. 2019 Resigned from Capcom Co., Ltd.

Apr. 2016 Managing Corporate Officer and Head of Corporate
Planning & Human Resources Division

Apr. 2011 Corporate Officer, Head of Corporate Planning Division
Apr. 2007 General Manager of Accounting Department

Nov. 2005 Joined Capcom Co., Ltd.

(Significant concurrent positions)
Outside Director, Audit and Supervisory Committee Member, H.O
Retailing Corporation

June 2020
Apr. 2018
Nov. 2014
June 2014
Apr. 2014
July 2012
June 2012

Apr. 2008
Mar. 2006
Apr. 1986

Director, the Company (to the present)

Kobe City Personnel Committee Member (to the present)
Representative Director, Shapes Co., Ltd. (to the present)
Resigned from Procter & Gamble Japan K.K.

Resigned from the position of Director, P&G K.K.
External Relations Director, Procter & Gamble Japan K.K.

Resigned from the position of Director, Procter &
Gamble Japan K.K

Director, P&G K.K.
Director, Procter & Gamble Japan K.K.

Joined Procter & Gamble Far East Inc. (now Procter &
Gamble Japan K.K.)

(Significant concurrent position)
Representative Director, Shapes Co., Ltd.

Audit and Supervisory Board Members

Audit and Supervisory
Board Member
Takashi Yoshida

Number of shares owned:
6,585

Meeting attendance in FY2020
Board meetings: 19/19

Audit and Supervisory
Board Member
Hideyuki Naito

Number of shares owned:
6,975

Meeting attendance in FY2020
Board meetings: 19/19

Audit and Supervisory Board
meetings: 12/12

Audit and Supervisory Board
meetings: 12/12

June 2016  Audit and Supervisory Board Member (to the present) June 2020  Audit and Supervisory Board Member (to the present)

June 2008 Manager, Legal Affairs and Corporate Compliance Apr. 2020 Senior Operating Officer, General Affairs

Apr. 2006 Section Chief, Legal Affairs, Legal Affairs and Corporate June 2018  Senior Operating Officer, General Affairs and Accounting
Compliance

June 2016  Director, Corporate Management; Manager, Accounting
Nov. 2007 Manager, Auditing
Apr. 1982  Joined the Company

Apr. 1985 Joined the Company

Audit and Supervisory
Board Member

Audit and Supervisory
Board Member

Outside Audit and Supervisory Outside Audit and Supervisory
Board Member (Independent) Board Member (Independent)
Takaaki Oda Sachiko Kawanishi

Number of shares owned: —
Meeting attendance in FY2020
Board meetings: 19/19

Number of shares owned:
900

Meeting attendance in FY2020

Board meetings: 18/19 Audit and Supervisory Board
Audit and Supervisory Board meetings: 12/12

meetings: 12/12

June 2014  Audit and Supervisory Board Member, the Company June 2016  Audit and Supervisory Board Member, the Company
(to the present) (to the present)

May 2002 Partner, Miyake & Partners (to the present) Aug. 2000 Senior Managing Director, Internet Disclosure, Co., Ltd.

Jan. 1995 Partner, Miyake Godo Law Office (to the present)

Apr. 1988 Registered at Osaka Bar Association, and joined Mar. 1992 Registered as Certified Public Accountant

Miyake Godo Law Office Oct. 1988 Joined Tohmatsu Awoki & Sanwa (now Deloitte Touche
Tohmatsu LLC)

Apr. 1981  Joined Honeywell Information Systems Japan, Inc.
(now NEC Nexsolutions, Ltd.)

(Significant concurrent position)
Senior Managing Director, Internet Disclosure Co., Ltd.

Oct. 1985 Passed National Bar Examination

(Significant concurrent positions)

Director, Audit and Supervisory Committee Member, New Japan
Chemical Co., Ltd.

Audit and Supervisory
Board Member

Outside Audit and Supervisory
Board Member (Independent)

Kyoichiro Arakawa
Number of shares owned:
5,600

Meeting attendance in FY2020
Board meetings: 19/19

Audit and Supervisory Board
meetings: 12/12

Mar. 2020 Representative, BP Asia Consulting Co., Ltd.
(to the present)

July 2017 President and CEO, Best Partners Co., Ltd.
(to the present)

June 2016  Audit and Supervisory Board Member (to the present)
Sept. 2007  Director MIT Corporate Advisory Services, Co., Ltd.

July 1997  Joined KPMG Century Audit Corporation (now KPMG
AZSA LLO)

Apr. 1997 Registered as Certified Public Accountant

Oct. 1992  Joined Showa Ota & Co. (now Ernst & Young
ShinNihon LLC)

(Significant concurrent positions)

President and CEO, Best Partners Co., Ltd.; Representative, BP Asia

Consulting Co., Ltd.

Operating Officers

Representative Director,
President and CEO

Teruji Yamamura
Auditing

Director and COO

Kazushi Sumimoto
Direct Selling Group
Strategy Management, Direct Selling Group

Director and COO

Tetsuya Wada
Food Group

Director and CFO
Naoto Miyata

Corporate Administration Group

Director and Operating Officer

Hiroyuki Okubo

Corporate Planning Group

Director and Operating Officer
Taku Suzuki

New Business Development,
Corporate Account

Operating Officer
Kazuyoshi Fujioka
Operations, Direct Selling Group

Operating Officer
Sachiko Hashimoto

Quality Assurance & Risk Management and
Human Resources

Operating Officer
Seishi Nemoto
Mister Donut Business Group

Operating Officer
Keiichi Emura
Planning & Development, Direct Selling Group

Operating Officer

Shinichiro Ueno
Public Relations and International

Operating Officer
Minoru Okada

Shared Services Center and Corporate Planning

Operating Officer
Keishi Morita
Production & Logistics
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Data Data

ESG Data (Environmental) ESG Data (Social)

Climate change Labor standards
Boundary Unit m Boundary Unit

Year-on-year comparison of energy consumption Chain business operators specified by o, 101.4 99.0 93.6 94.3 93.7 Number of employees Male Duskin Group No. 2,325 2,429 2,443 2,422 2,413
i i the energy saving law’ ° . . . l . -
intensity Female Duskin Group No. 1,203 1,344 1,370 1,380 1,406
Energy usage Electricity Duskin Group, franchisees, franchised plants  ThousandkWh 184,356 173,285 162,835 156,224 149,578 Total Duskin Group No. 3,528 3,773 3,813 3,802 3,819
City gas Duskin Group, franchisees, franchised plants ~ Thousand m* 6,089 6,179 5,751 5,751 5,733 Japan Duskin Group No 3453 3488 3530 3530 3.555
Propane gas Duskin Group, franchisees, franchised plants  Thousand m* 493 446 405 330 304 n - . s ’ ’ ’
Heavy oil Duskin Group, franchisees, franchised plants ~ Thousand L 8,521 8,269 8,161 8,009 7,652 Overﬁeas DUSkfn Group No. 75 285 283 272 265,
Kerosene Duskin Group, franchisees, franchised plants  Thousand L 738 742 663 643 685 Full»tlme employees DUSkfn Group No. 2,881 3,124 3,124 3,128 3,175
Total Duskin Group, franchisees, franchised plants  Thousand GJ 2,527 2,407 2,273 2,193 2,110 Part-time employees _ Duskin Group No. 647 649 689 674 644
CO: emission”® Scope 1 Duskin Group t-CO. 12,323 13,139 12,776 12,325 12,365 New employees New graduates Duskin Group No. 31 160 41 53 50
*1 Chain business operators specified by ~ Scope 2 Duskin Group t-CO:- 23,261 21,191 20,318 19,555 19,430 Mid-career hires Duskin Group No. 195 169 199 264 252
the energy saving Iaw:. ) Scope 3 (Greenhouse gas emissions from the entire supply chain) t-CO. 485,463 428,916 406,461 424,851 410,666 Employees promoted to permanent positions Duskin Group No. 100 111 36 37 134
- Head Office and Regional Offices Category 1 Purchased goods and services t-CO. 264,626 249,251 238,232 252,905 235,277 Employees who quit the company Duskin Group No. 131 158 257 286 195
+ Direct Selling Group: Domestio Category2 __Capital good tCo 14,834 14,215 15,093 22,930 31,426
company-owned offices, compa- ategory Fapll a %OO s r— - = L » y y ’ Labor union membership Number of members ~ Duskin Group No. 3,111 3,082 3,060 3,029 3,016
g’c'm'e“:% production and logistic Category3 0 in Seone 1 or Scope 2 +-C0: 2,135 2,118 2,115 10,875 5,339 Membership ratio Duskin Group % 100 100 100 100 100
Yokohama Central Plant) Category 4 Upstream transport and delivery t-CO: 29,544 29,174 28,462 26,996 25,383 Employees who have taken Male Duskin Group No. 0 2 1 2 3
- Food Group: Company-owned Category 5 Waste generated in operations t-CO- 1,313 1,217 1,132 1,265 1,264 childcare leave Female Duskin Group No. 58 35 51 51 49
facilities, part of affiliated companies, Cat 5 Busi 4 | +-Co. 2143 2099 2154 2017 778 -
business location and shops of ategory usiness trave -C0O: ) ) ) ) Employees who have taken Male Duskin Group No. 0 0 2 2 1
franchisees Category 7 Employee commuting t-CO: 2,299 2,224 2,237 2,219 1,860 nursing-care leave Female Duskin Group No. 1 2 4 1
*2 In FY2020, we reviewed the scope and Category 8 Leased assets (upstream) t-CO: N/A : f :
calculation method. (CO: emissions Downstream transportation and Retirees rehired Duskin Group No. 61 53 63 69 76
from franchised plants have been Category 9 Gejivery t-CO: N/A People with disabilities Number Duskin Group No. 172 177 201 199 211
retroactively transferred to Scope 3.) Category 10 Processing of sold products +CO» N/A employed Ratio Duskin Group % 2.34 2.41 2.70 2.68 2.81
Category 11 Use of sold products t-CO: 46,907 11,058 10,264 9,600 19,785 Number of employees Total Duskin Co., Ltd. only No. 1,954 1,991 2,020 1,974 1,988
Category 12 End-of-life treatment of sold products  t-CO: 232 169 135 151 158 Females Duskin Co., Ltd. only No. 607 643 685 697 717
Category 13 Down§tream Ieésed assets ‘ t-CO: 20,279 19,680 18,224 15,457 15,459 Female employee ratio Duskin Co., Ltd. only % 31.1 32.3 33.9 35.3 36.1
Category 14 arehises (enchiseesand fanchised g, 101,152 97,711 88,414 80,436 73,937 Employees in managerial  Total Duskin Co., Ltd. only  No. 349 375 372 371 357
Category 15 Investments cos N/A positions Females Duskin Co., Ltd. only No. 22 24 27 30 32
Total -CO: 521,047 463,246 439,556 456,730 442,461 Ratio gg; rfi:';“;g;sﬁigns Duskin Co., Ltd. only % 6.3 6.4 7.2 8.1 9.0
New employees (New Total Full-timers of Duskin Co., Ltd. No. 114 108 73 70 90
. . graduates and mid-career  Mid-career hires Full-timers of Duskin Co., Ltd. No. 86 69 33 26 45
Contamlnatlon; resource use hires) Ratio of mid-career
) Full-timers of Duskin Co., Ltd. % 75.4 63.9 45.2 37.1 50.0
hires !
Boundary Unit m Females Full-timers of Duskin Co., Ltd. No. 67 48 34 23 29
el Vehicles belonging to company-owned sales offices in Tokyo, - -
NOx emission Osaka and Aichi Prefectures t 0.12 0.08 0.05 0.04 0.04 Z{;tg)c;ozfefeesmales N NEW £\ ltimers of Duskin Co., Ltd. % 58.8 44.4 46.6 32.9 58.0
Use of chemicals Product!on and Iog!st!c fac?lft?es Dusk!n Group and franch!sed plants t 5,660 7,140 6,967 6,509 6,001 Emplovees who left the Total Ful-imers of Duskin Co, Ltd, No. 78 58 71 87 20
ploy
Detergent Production and logistic facilities  Duskin Group and franchised plants ~ t 1,766 1,756 1,712 1,699 1,605 company for personal
Waste subject to special control  Production and logistic facilties Duskin Group and franchised plants Nil Nil Nil Nil 0.99 reasons Ratio Full-timers of Duskin Co., Ltd. % 80.4 71.0 55.0 77.0 59.0
Waste geherated Production and logistic facilities  Duskin Group and franchised plants ~ t 14,937 14,458 14,070 14,336 13,481 Rate of paid vacations taken Duskin Co., Ltd. only % 50.7 56.3 69.4 735 69.4
Plastic waste t 515 541 495 598 688 Average age Male Duskin Co, Lid. only __ Age 460 46.7 470 474 475
Wastewater sludge t 11,640 11,348 11,100 10,888 10,159 -
. Female Duskin Co., Ltd. only Age 42.6 42.7 42.7 42.7 42.6
Factory-rejected mats and mops t 2,782 2,569 2,475 2,850 2,634 -
- — " - Total Duskin Co., Ltd. only Age 451 45.4 45.6 45.7 45.8
Resources recycled Production and logistic facilities  Duskin Group and franchised plants ~ t 1,744 1,456 1,367 1,426 1,515 A : - al Duskin Co.. Ltd. ol v 180 18.1 184 182 75
Recyclable waste t 334 339 335 350 380 Verage years ot service e usn o, Ld oy *ear : : : : :
Service equipment* i 710 540 520 570 629 Female Duskfn Co., Ltd. only Year 12.6 12.4 12.0 12.1 11.7
Cardboard t 700 577 512 504 506 Total Duskin Co., Ltd. only Year 16.3 16.3 16.1 16.1 15.4
Food waste generated Food Group Duskin Group and franchisees t 6,502 5,600 5,187 4,906 4,305 Tmh;ﬁ:évﬁzs
Waste reduced Food Group Duskin Group and franchisees t 876 1,433 1,728 1,793 2,373 Employee survey scores Duskin Co., Ltd. only % 3.76 3.79 ~  beenchanged 92.6
Recycling rate Food Group Duskin Group and franchisees % 36.3 40.3 42.6 50.6 55.0 starting in 2020.

i i ini Duskin Co., Ltd. onl: H . R B . b
Reduct;on rate of food loss with FY2000 Food Group Duskin Group and franchisees % 1.7 24.0 29.6 33.4 41.6 Training hours per employee per year ue fn © ony our 155 12.6 12.9 184 11637
as 100% Annual working hours per employee Duskin Co., Ltd. only ~ Hour 1,879 1,844 1,833 1,796 1,703
SJ;:ﬁe;;urchaS|ng ratio for office and other Head office and headquarters ~ Duskin Co., Ltd. % 100 100 100 100 100
Copy paper consumption Head office and headquarters  Duskin Co., Ltd. t 58.1 58.4 52.5 571 56.2
Perzﬁﬁtape of sales 2ﬁice with ISO 14001 : Health and Safety
certificati%n Based on number of employees  Duskin Co., Ltd. % 62.9 65.3 70.1 75.3 741

n — Boundary Unit
Number of vehicles certified as low . )
emission Duskin Group and franchisees 127 350 1,423 2,637 4,163 Ratio of employees who receive regular health checkups ~ Duskin Co., Ltd.only % 99.7 100 100 100 100
Fines for violations of environment-related Duskin Group, franchisees, Yen o o 0 0 0 Ratio of employees who receive workups Duskin Co., Ltd. only % 19.5 35.2 48.6 48.6 56.1
laws and regulations franchised plants Ratio of employees who maintain desirable weight ~ Duskin Co,, Ltd.only % 66.2 66.6 67 67.3 65.8
* Service equipment represents mop handles, air-purifier main units and water purifier main units. Smoking rate Duskin Co., Ltd. only % 29.5 26.1 28.1 23.9 25.6
Ratio of employees who engage in regular exercise  Duskin Co,, Ltd.only % 21.9 24.6 25.3 255 26.0
Water usages Work-related accidents Fatality Duskin Group Cases 0 0 0 1 0
. At workplace Duskin Group Cases 170 194 160 179 169
Boundary Unit Cases that required 4 Duskin G c 26 44 28 36 45
Water intake Production and logistic faciliies Duskin Group and franchised plants ~ Thousand m* 2,266 2,207 2,223 2,217 2,145 or more days of leave uskin Group ases
Drinking water Thousand m® 311 303 305 303 309 While commuting Duskin Group Cases 33 34 30 30 41
Industrial water Thousand m* 412 402 405 403 297 Cases that required 4 '
Duskin G C
Groundwater Thousand m’ 1,542 1,502 1514 1511 1,539 or more days of leave  Puskin Group ases 12 14 12 13 12
Water intake intensity 2016 as the base year of 100 % 100.0 98.0 97.6 100.2 102.8
Wastewater Production and logistic facilities Duskin Group and franchised plants ~ Thousand m* 2,152 2,096 2,112 2,106 2,038
To sewer systems Thousand m’ 1,850 1,315 1,325 1,321 1,278 Local communities
To rivers Thousand m* 802 781 787 785 759
Boundary Unit
Community cleaning event  Number of participants Duskin Group No. 32,428 4,236 22,295 20,385 200
Biodiversity hosting Amount of garbage  pgiin Grou k 654.4 2042 5,039 176.5 2.0
collected P 9 . : , . g
i On-site cleaning lessons for Number of schools ;
Boundary Unit m children 9 participated Duskin Group No. 500 676 716 670 —
Installed mats on the trails of , I . Number of children '
Hakusan National Park Direct Selling Group Duskin Co., Ltd. Pcs. 47 44 44 44 44 participated Duskin Group No. 45,348 55,964 61,390 54,407 =
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Data

Eleven-Year Highlights with Key Performance Indicators

Duskin Co., Ltd. and its consolidated subsidiaries

Fiscalyears ended Maren <1
Customer-level sales
Customer-level sales (Millions of yer) 424,322 414,401 411,494 407,225 401,561 394,850 384,547 382,104 376,994 380,425 359,582
Of which, the Direct Selling Group (Milions of yen) 279,314 275,830 274,665 276,956 270,390 274,005 272,633 272,577 271,811 271,189 253,178
Of which, the Food Group (Millons of yen) 125,061 119,479 115,484 106,426 105,631 95,549 86,058 81,148 76,741 79,714 80,148
Overseas and other businesses” (Millions of yer) 19,945 19,091 21,344 23,842 25,539 25,295 25,855 28,378 28,440 29,5621 26,255
For the fiscal year
Sales (Milions of yen) 177,320 171,118 168,163 167,745 167,987 165,203 161,880 161,031 158,699 159,102 153,770
Operating profit (Millons of yen) 10,937 9,841 9,197 6,641 5,067 5,372 6,069 7,557 7,954 6,577 4,651
Ordinary profit (Millions of yer) 12,613 11,609 11,027 8,322 7,083 6,707 7,554 8,978 10,011 7,929 6,633
Profit attributable to owners of parent (Millions of yer) 5,248 4,583 6,092 4,448 3,441 2,983 4,318 5,324 5,984 5,591 2,821
Comprehensive income (Milions of yen) 4,384 5,320 9,095 6,246 7,870 1,401 5,309 7,825 8,571 2,178 6,331
Depreciation (Millions of yer) 6,172 6,225 7,083 6,953 7,068 6,704 6,878 6,216 6,415 6,938 7,378
Capital expenditures (Millions of yen) 4,009 6,541 5,285 3,974 6,319 8,520 5,905 5,076 6,324 6,744 9,243
At fiscal-year-end
Net assets (Millions of yer) 148,565 149,604 152,811 151,903 155,196 143,648 142,108 147,786 149,884 142,031 145,836
Total assets (Millions of yen) 198,876 197,316 202,375 202,778 198,475 190,322 190,116 196,058 194,223 185,158 188,399
Interest-bearing debt (Millions of yen) 362 245 189 243 50 20 88 173 — — —
Cash flows
Cash flows from operating activities (Millions of yer) 14,032 14,057 16,269 12,086 6,251 11,199 15,803 13,111 13,606 8,850 10,103
Cash flows from investing activities (Millions of yer) -12,700 -8,686 -6,864 -14,004 5,515 - 2,826 -3,665 -7,909 -12,555 3,137 -5,019
Cash flows from financing activities (Millions of yer) - 9,749 -4,355 -5,980 - 6,553 -4,514 -12,952 -6,800 -2,232 - 6,671 -10,022 -2,563
Cash and cash equivalents at end of year qwilions of yen) 23,714 24,724 28,171 19,775 27,118 22,5083 27,902 30,877 25,237 27,167 29,674
Per-share data
Net assets per share (Yen) 2,262.41 2,314.38 2,407.88 2,446.24 2,544.09 2,569.53 2,651.76 2,758.28 2,876.63 2,872.99 2,948.85
Net income per share (Yen) 79.39 71.07 956.15 7113 56.19 52.18 78.95 99.63 112.38 109.95 57.19
Dividend per share (Yen) 40.00 40.00 40.00 60.00 40.00 40.00 40.00 40.00 50.00 56.00 40.00
Price per share at year end (Yen) 1,542 1,653 1,878 1,979 2,080 2,022 2,428 2,697 2,635 2,841 2,785
Financial indicators
Equity ratio %) 74.3 75.4 75.1 74.3 77.6 75.0 74.5 75.2 77.0 76.6 77.2
Return of equity %) 3.6 3.1 4.1 2.9 2.3 2.0 3.0 3.7 4.0 3.8 2.0
Return of assets %) 2.6 2.3 3.1 2.2 1.7 1.5 2.3 2.8 3.1 3.0 1.5
Price-earnings ratio 19.42 23.26 19.74 27.82 37.02 38.75 30.75 27.07 23.45 25.84 48.70
Dividend payout ratio %) 50.4 56.3 42.0 84.4 71.2 76.7 50.7 40.1 44.5 50.9 69.9
Stock information™
Capital stock (Millions of yer) 11,352 11,352 11,352 11,352 11,352 11,352 11,352 11,352 11,352 11,352 11,352
Outstanding shares (1,000 shares) 67,394 66,294 64,994 63,494 63,494 57,494 55,194 55,194 52,694 50,994 50,994
Treasury shares at end of year (1,000 shares) 2,092 2,009 1,913 1,915 2,947 1,948 1,749 1,750 679 1,659 1,650
Repurchase of company stock (1,000 shares) 934 1,016 1,203 1,500 1,030 5,000 2,100 — 1,429 2,679 —
Repurchase of company stock (@mount)  (willions of yen) 1,468 1,612 2,015 2,835 — 10,503 4,415 — 3,750 7,777 —
Shareholders  Individuals %) 41.5 41.3 41.5 39.8 40.0 411 40.2 38.7 40.2 39.4 40.2
Financial institutions %) 17.2 18.4 16.9 15.9 16.7 18.1 19.6 20.6 22.7 23.3 22.9
Domestic corporations %) 28.6 28.5 28.5 28.2 26.0 23.9 23.4 221 21.0 21.2 20.1
Foreign corporations %) 9.3 8.7 10.2 13.0 12.6 13.5 13.7 15.4 14.7 12.8 13.5
Treasury shares %) 3.1 3.0 2.9 3.0 4.6 3.4 3.2 3.2 1.3 3.3 3.2
Number of employees
Full-time employees (Persons) 3,458 3,422 3,512 3,552 3,487 3,538 3,528 3,773 3,813 3,802 3,819
Duskin Co., Ltd. (Persons) 2,033 2,039 1,952 1,936 1,928 1,960 1,954 1,991 2,020 1,974 1,988
Part-time employees® (Persons) 5,931 5,890 5,751 5,867 6,041 6,128 6,219 6,029 6,086 6,080 5,925
Duskin Co., Ltd. (Persons) 2,158 2,079 1,715 1,541 1,478 1,588 1,607 1,488 1,438 1,121 1,057
Number of locations
Total 9,217 9,304 9,912 10,087 10,425 11,067 11,610 12,359 13,675 14,688 16,858
Direct Selling Group 5,577 5,637 5,949 6,031 6,135 6,218 6,200 6,245 6,332 6,365 6,368
Food Group 1,435 1,450 1,422 1,398 1,354 1,314 1,195 1,119 1,037 1,003 985
Overseas and other businesses’ 2,205 2,317 2,541 2,658 2,936 3,535 4,215 4,995 6,306 7,320 8,000

*1 As of December 31 of the previous year
*2 Numbers of shares less than one thousand are rounded down.
*3 Annual average number of employees
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Data

Financial Information

Note: Amounts less than the stated units are dropped.

Financial Overview

1. Analysis of Business Performance

I Overview

The economy during the fiscal year ended March 31, 2021 (FY2020) declined dramatically due to the expanding corona-
virus pandemic, giving rise to extraordinarily challenging circumstances. During this period, the number of new infections
had declined but rebounded several times and again began to increase at the end of the fiscal year. There has yet to be
a definitive projection on the timing of the end of the coronavirus pandemic. The economy had begun to move gradually,
but the uncertainty we now face has intensified about the future. Amidst this environment, as we entered the final fiscal
year of the Medium-Term Management Policy 2018, we faced a dramatically changing business environment caused by
the coronavirus pandemic. In order to fulfill our most important responsibility, which is to maintain our franchise chain in
good standing, we have given priority to the safety of our customers, franchisees and employees as we implement sales
recovery measures, and at the same time established and carried out strategies to take changes in the business environ-
ment as growth opportunities.

Direct Selling Group, committed to helping our customers to fine-tune the rhythm of their daily lives, carried out research
and development on the virus-reducing properties of materials, adsorbents and disinfectants used in existing rental
products, in response to the increasing need for cleaning and hygiene services. The group focused on publicizing and
selling products that have been recognized and certified by third-party institutions. The group also developed and pro-
vided new products and services, such as hygiene management products, a hygiene service package combining clean-
ing and technical services, and hygiene management for event venues. Through these measures, we are remaking our
brand image into a company forging healthy environments in a broader sense, under the banner of “Creating Healthy
Environments” for both consumers and businesses. We have also implemented advertising initiatives to boost recogni-
tion amongst consumers.

The Food Group also has carried out a series of initiatives, mainly to address the coronavirus pandemic. At Mister Donut,
the Group’s primary business which has celebrated its 50th anniversary, we focused on takeout demand with MISDO
Meets and other services amidst declining dine-in demand. We have also hired actor and singer Masaki Suda to be our
50th anniversary promotional ambassador. In order to ensure customer safety, we installed doors to all of our showcases
at our cafeteria-style shops where customers pick up donuts from open showcases.

We also took steps to enhance our corporate governance. These steps included a review of the Operating Officer Sys-
tem to clarify the responsibilities of our Operating Officers and the launch of the successor development plan prepared
during the previous year to train management-level successors.

I Sales and operating profit

Consolidated sales for FY2020 fell on the previous year by 5,332 million yen (3.4%) to 153,770 million yen. This is mainly
attributable to declined sales for the Direct Selling Group due to the impact of the coronavirus pandemic while the Food
Group saw increased sales thanks to higher sales at Mister Donut. Consolidated operating profit fell by 1,926 million yen
(29.3%) to 4,651 million yen. In addition to declines in gross profit due to dropping revenues, profits fell due to installation
costs of showcase doors at the cafeteria-type locations at Mister Donut totaling of 1,137 million yen as well as advertising
costs used to promote the tagline “Creating Healthy Environments” implemented in the fourth quarter.

Cost of sales and ratio Selling, general and administrative expenses and ratio

(Millions of yen) (%) (Millions of yen) (%)
100,000 [~ 9,204 87,808  g6133 87,043 84,335 - 100 100,000 —100

80,000 80 80,000 [~ —80

66,606 65664 64,606 65482 64,783

O @) @) O (@)
aih Ilmlmlém

0 0 0
2016 2017 2018 2019 2020 (FY) 2016 2017 2018 2019 2020 (FY)

60,000 60 60,000 60

40,000 40 40,000 40

20,000 20 20,000 20

. Cost of sales —@— Ratio . Selling, general and administrative expenses —@- Ratio
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I Ordinary profit (non-operating income and expenses)

Ordinary profit fell on the previous year by 1,295 million yen (16.3%) to 6,633 million yen, though non-operating income
improved due primarily to increased sales at NAC Co., Ltd., an equity method affiliate.

I Profit attributable to owners of parent

Profit attributable to owners of parent fell 2,769 million yen (49.5%) on the previous year to 2,821 million yen. This was
due primarily to declines on a gain on sales of investment securities as well as relief money of 1,658 million yen allotted
mainly to franchisees in response to the significant impact of the coronavirus pandemic.

Sales (Millions of yen)

FY2019 2 159,102

) H
Direct Selling Group  -5,696

Food Group +297

Other businesses +480

Intersegment eliminations <= -413

FY2020

Operating profit (Milions of yen)

/ T
FY2019 6,577
Direct Selling Group  -2,823 =
Food Group -266
Other businesses +217

Intersegment eliminations ———= +946

FY2020
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Financial Information

Note: Amounts less than the stated units are dropped.

2. Analysis of Financial Position

I Assets

At the end of FY2020, total assets were 188,399 million yen, a 3,240 million yen increase from a year earlier. Current
assets amounted to 69,239 million yen, a 7,044 million yen increase from the end of the previous fiscal year. This is
mainly attributable to increases of 9,419 million yen in securities and 1,925 million yen in other current assets, while cash
and deposits decreased by 5,297 million yen. Non-current assets at the end of the fiscal year stood at 119,159 million
yen, 3,803 million yen less than a year earlier. This is mainly due to a decrease of 1,890 million yen in deferred tax assets
and a decrease of 1,286 million yen in intangible assets.

I Liabilities and net assets

Current liabilities at the end of FY2020 amounted to 34,587 million yen, 195 million yen more than a year earlier. This is
mainly due to an increase of 1,099 million yen in accounts payable-other, while income taxes payable decreased by

1,200 million yen.

Non-current liabilities totaled 7,974 million yen at the end of the fiscal year, 760 million yen less compared with the previ-
ous fiscal year-end. This is mainly due to a 749 million yen decrease in net defined benefit liability.

Net assets at fiscal year-end were 145,836 million yen, 3,805 million yen more than a year earlier, mainly due to an in-

crease of 2,806 million yen in valuation difference on available-for-sale securities.

Consolidated balance sheet (Summary) (milions of yen)

) Y7 T FY2020

Current assets

Non-current assets
Property, plant and equipment
Intangible assets
Investments and other assets

Total assets

| ___Fv201 FY2020

Current liabilities

Non-current liabilities
Total liabilities

Shareholders’ equity

Accumulated other comprehensive
income

Share acquisition rights
Non-controlling interests
Total net assets

Total liabilities and net assets
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62,195
122,963
50,360
10,922
61,680
185,158

34,392
8,735
43,127
134,482

7,256

50

241
142,031
185,158

69,239
119,159
50,152
9,635
59,372
188,399

34,587
7,974
42,562
134,768

10,740

60

268
145,836
188,399

7,044
-3,803
-208
-1,286
-2,308
3,240

195
-760
-564

285

3,483

9

26
3,805
3,240

3. Cash Flow

Cash and cash equivalents (cash) at the end of FY2020 amounted to 29,674 million yen, an increase of 2,506 million yen

from 27,167 million yen at the end of the previous fiscal year.

I Cash flow from operating activities

Net cash provided by operating activities increased from
8,850 million yen in the previous fiscal year to 10,103 million
yen. Major components of cash flows were profit before
income taxes of 4,315 million yen, depreciation of 7,486 million
yen, an increase of 1,850 million yen in accounts payable-oth-
er, 2,137 million yen in income taxes paid, and an increase of
1,740 million yen in accounts receivable-other.

I Cash flow from investing activities

Net cash used in investing activities totaled 5,019 million yen
compared with 3,137 million yen provided in the previous fiscal
year. There were expenditures of 19,029 million yen for the
purchase of securities and investment securities, 5,031 million
yen for the purchase of property, plant and equipment and
2,324 million yen for the purchase of intangible assets, and
proceeds of 22,004 million yen from sales of securities and
investment securities.

I Cash flow from financing activities

Net cash used in financing activities decreased from 10,022
million yen in the previous fiscal year to 2,563 million yen. The
payment of 2,563 million yen for cash dividends was the
primary use of cash.

4. Capital Investments

Cash flow from operating activities

(Millions of yen) 15.803

16,000 -
13,111 13,606

12,000

8,000

4,000

2016 2017 2018 2019 2020 (FY)

Cash flow from investing activities

(Milions of yen)
5,000 - 3,137

0

-5,000

-10,000 - 7,909

-12,555
2016 2017 2018 2019 2020 (FY)

-15,000 -

Cash flow from financing activities

(Milions of yen)
0

-3000
-6000

-9000

-10,022
2016 2017 2018 2019 2020 (FY)

-12000 —

Capital investments during FY2020 totaled 9,243 million yen, the major components of which are as follows.

Major capital investments (Millions of yen)

[Segmont | nvestments | Amount]
Reconstruction of sales-office operation systems 944
Direct Plant renovation; expansion and renewal of plant 580
Selling  facilities
Group  Reconstruction of the money-collection agency 579
system
Remodeling to and new opening of Mister Donut 708
Food new-concept shops
Group  Construction of an online ordering system for
) 295
Mister Donut
Other Lease assets at Duskin Kyoeki Co., Ltd. 3,165

Capital investments

(Milions of yen)
10,000 9,243

8,000
6,000 [~
4,000

2,000

2016 2017 2018 2019 2020 (FY)

Note: The figure for FY2020 includes assets for lease in the leasing business.
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Third-Party Guarantee

To bolster the trustworthiness and accuracy of the information presented in Corporate Report
2021, Duskin receives a guarantee of accuracy from an independent third-party organization
regarding primary non-financial indicators presented in this report.

SusA

Sustalnability Accounting Co.,Ltd,

Independent third-party
verified items

* Number of employees (Duskin
Group)

* Number and ratio of females in
managerial positions (Duskin Co.,

Ltd.) Independent Assurance Statement
July 29, 2021
* People with disabilities employed Mr. Teruji Yamamura
(Duskin Group in Japan) President and CEQ

* Energy usage (Duskin Group, DURESN CO, LT0.

franchisees and franchised plants) 1. Purpose

We, Sustainability Accounting Co., Ltd., have been engaged by DUSKIN CO., LTD., (“the Company") to provide
limited assurance on the Company's performance indicators during the fiscal year 2020, which indicate 3,819
* Water intake (Production and employees  (consolidate), 9.0% of female employees and 32 female employees in  managerial

logistic facilities) positions(non-consolidate), 2.81% of people with disabilities in domestic company(as of June 1, 2021), 2,110 TJ
of total amount of energy ption (includes Franchised shop and Franchised plant), 12 kt-CO2 (scope 1), 19
ki-CO2 (scope 2) and 410 ki-CO2e (scope 3) and 2,145 thousand m” for the water consumption (collectively, “the
Performance Indicators™). The purpose of this process is to express our conclusion on whether the Performance
Indicators were calculated in accordance with the Company’s standards. The Company is responsible for
caleulating the Performance Indicators. Our responsibility is to independently carry out a limited assurance

* CO: emission (Scopes 1, 2 and 3)

engagement and to express our assurance conclusion.

2. Procedures Performed

1 Srandard

on Assurance Engagement
3410 (ISAE 3410). The key procedures

We ducted our in d with I
3000 (ISAE 3000) and I ional Standard on A E
we carried out included

Interviewing the Company's responsible p ] to und d the Company’s standards
Reviewing the Company's standards
Performing cross-checks on a sample basis and performing a recalculation to determine whether the I

e 1

Performance were cal d in i with the Company’s

3. Conclusion

Based on the procedures performed, nothing has come to our atention that causes us to believe that the
Performance Indicators have not been calculated in all material respects in accordance with the Company’s

standards,

‘We have no conflict of interest relationships with the Company.

—— F/'__J
2

Takashi Fukushima
Representative Director

-

Sustainability Accounting Co., Ltd.

On the publication of Corporate Report 2021

Duskin has been publishing its Corporate Report since FY2016. The report brings together in a single publication our
medium- and long-term value creation vision and growth strategy, information about our ESG and other initiatives and
financial and non-financial information.

In the 2021 Report, we make an effort to deepen understanding of our value creation story and our future initiatives to
address our CSV materiality and business challenges. Along with messages from our Outside Directors as in the last
year’s version, the 2021 Report also features a message from our CFO, the officer advancing our growth investment, and
a conversation among three employees about their career vision for the years ahead.

Preparation of the 2021 Report was led by the IR Section of Corporate Planning with the assistance of a number of
relevant company departments within the Duskin Group. As head of the Corporate Planning Group responsible for
editing the report, | hereby state that the report was prepared properly and that its contents are accurate.

The Corporate Report is a valuable tool for deepening the dialogue among shareholders, investors and other stakehold-
ers, and we intend to continue improving the content and transparency. | look forward to hearing the frank opinions and

feedback from all those who read this Report.
September 2021
Hiroyuki Okubo
Director and Operating Officer
Corporate Planning Group
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Business Development Manager and Area Manager

These positions are Duskin employees who support operations and
management for franchisees. These managers are responsible for
helping franchisees’ business development as well as identifying their
business challenges and giving advice.

‘

Contact Center

Duskin Contact Center was renamed in 2018 from Duskin Call Center
with an aim to serve as a comprehensive customer contact point. In
addition to the toll-free call center (0120-100-100) function, our Contact
Center operates and manages other communication channels,
including emails and chats, to enhance customer satisfaction.

Customer-level sales

Customer-level sales is the total of domestic and overseas sales at
company-owned and subsidiary units and the estimated sales at
franchised units. It is a barometer for the amount of joyful transactions
generated with our customers.

Daily Life Fine-Tuning Services

The Direct Selling Group introduced this new concept to explain the
value of our services. With a singular phrase, “Fine-Tune Everyday Life,”
customers can understand how Duskin helps them achieve more
harmony and balance in their lives by addressing their needs at home
and work.

DDuet

Serving as a contact point for customers, DDuet is Duskin’s member-
ship website for those who are not covered by our direct selling
channel. This website communicates our sales campaign, receives
order placements and provides useful information to help make
household chores easier.

Duskin — origin of our company name
Duskin is a word combining “dus” from the English word dust and the
“kin” from Japanese word meaning rag or “zokin.”

Duskin Family

Duskin Family is a term for our entire group of companies united by
Duskin’s management philosophy and sharing a common destiny. It
includes Duskin Co., Ltd., consolidated subsidiaries, affiliated compa-
nies accounted for by equity methods and franchisees (shops, offices
and plants).

Duskin School

This is our comprehensive training center for all Duskin brands,
supporting development of our people with experienced instructors
and wide-reaching training programs.

Dust control products

These are cleaning products treated with our adsorbent that captures
dust without the use of water. This technology is applied mainly in the
production of our mops and mats.

Four-leaf clover company badge

The design of Duskin’s company badge consists of a capital D for
Duskin and a four-leaf clover. The four-leaf clover, which typically
symbolizes good luck, was included with the hope that our employees
find the ability to live a happy life based on work, family, hobbies and
faith.

Franchise system

This is the business model Duskin pioneered in Japan. When starting
up, a franchisee is provided with a franchise package, including
manuals, business know-how, management support and training to
operate the business. This system enables all franchisees to provide
the same high-quality service and be recognized as a singular unique
brand.

Franchisee Council

This is a voluntary association organized based on the idea that
franchisor and franchisees are partners, sharing a common destiny.
The goal of this council is to help the franchisor and franchisees work
together, encourage one another and grow together.

Franchisor and franchisee

Duskin headquarters (franchisor) and its franchisees nationwide are
not simply connected by a franchise agreement and consistent
operational systems, but are united by the same management philoso-
phy. Sharing a common destiny under the slogan of “sowing the seeds
of joy,” the Duskin franchise network is united and grows together.

‘

Hataraki-san (Employees)

At Duskin, all employees, from the president to non-management level
employees, should be equally regarded and respected. They are called
Hataraki-san, which means the people who make things easy for
people around them.

Hygiene Master

These are specialists with expertise in hygiene management. Our
specially trained Hygiene Masters provide customers with comprehen-
sive solutions for sanitation.

Mister Donut College

This is a training facility established in 1971 right after the first Mister
Donut shop opened, on the site of one of Duskin’s first buildings. This
facility is fully equipped and staffed for trainees to acquire their
licenses.

Mister Donut Founding Day

January 27, 1970, was the day when our founder Seiichi Suzuki
decided to start the Mister Donut business. Accordingly, Mister Donut
declared January 27 to be Mister Donut Founding Day. Each year on
this day, shop crews voluntarily clean their communities. Our shops
across the nation donate a part of the sales to The Duskin AINOWA
Foundation to help people with disabilities achieve independent living
and total participation in society.

Prayerful Management

This is Duskin’s Management Philosophy. To live this philosophy, we
pray that each one of us takes “Each day as a chance to begin our life
anew to sow the seeds of joy to people around us while making us
spiritually ready for possible losses.” This philosophy declares that
Duskin places the greatest importance on humanity in this world driven
by economic pragmatism where human needs tend to be less focused
on.

Production and logistic facilities and franchised plants

These are Duskin’s plants where used and collected dust control
products are washed, treated and processed. Products are also
distributed from these locations. Franchised, company-owned and
affiliated plants total 45 nationwide.

Royalty

This is a fee paid by franchisees for the right to use the franchisor’s
trademarks and know-how. The royalty fee structure at Duskin is a
percentage of sales.

Sales representatives or “concierges”

Duskin’s sales representatives, totaling 61,000 nationwide, deliver
rental products to residential customers. With our long-term strategy,
ONE DUSKIN, our sales representatives are serving as “concierges”
who proactively provide services tailored to our customers’ needs.

Specified Commercial Transactions Act

This law is to prevent business operators’ illegal or malicious solicita-
tion while protecting consumer interests. For direct selling business
operators, it is prohibited to continue to solicit consumers once they
decline the offer.

‘

Unifying Business and Morals

“Morals” refers to the compassion and kindness we have toward
others that remains constant even as times change. “Business” refers
to the products and services that we change to stay in step with
changing times. A unity of business and morals and the consistent
pursuit of growth underlies every action that Duskin undertakes.
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Corporate Information

Corporate information (as of March 31, 2021)

Name Duskin Co., Ltd.
) 1-83 Toyotsu-cho, Suita-shi, Osaka
Head Office 564-0051

Representative  Teruji Yamamura, President and CEO
Date established February 4, 1963
Capital stock 11.3 billion yen

Number of 1,988 (Duskin Co., Ltd. only)
employees 3,819 (Consolidated)

Subsidiaries and affiliates (as of June 30, 2021)

® Direct Selling Group Food Group Other businesses

Consolidated subsidiaries

(Japan)
® Duskin Serve Hokkaido Co., ® Wakura Duskin Co., Ltd.
Ltd. ® Ono Duskin Co., Ltd.
® Duskin Serve Tohoku Co., ® Duskin Product Hokkaido
Ltd. Co., Ltd.
® Duskin Serve Kita Kanto Co., ® Duskin Product Tohoku Co.,
Ltd. Ltd.
® Duskin Serve Tokai Hokuriku ® Duskin Product Higashi Kanto
Co., Ltd. Co., Ltd.
® Duskin Serve Kinki Co., Ltd. @® Duskin Product Nishi Kanto
® Duskin Serve Chugoku Co., Ltd.
Shikoku Co,, Ltd. ® Duskin Product Tokai Co.,
® Duskin Serve Kyushu Co., Ltd.
Ltd. ® Duskin Product Chu Shikoku
® Duskin Towada Co., Ltd. Co., Ltd.
® Duskin New Idol Co., Ltd. ® Duskin Product Kyushu Co.,
@ Duskin Ina Co., Ltd. Ltd.
® Duskin Echizen Co., Ltd. MD Food Co., Ltd.
@ Duskin Yatsushiro Co., Ltd. MD Food Tohoku Co., Ltd.
® Duskin Kagoshima Co., Ltd. MD Food Kyushu Co., Ltd.
@ Duskin Okinawa Co., Ltd. Katsu & Katsu Co., Ltd.
® Duskin Shuttle Tokyo Co., Ltd. Ever Fresh Hakodate Co., Ltd.
® Azare Products Co., Ltd. ['tz;chiya Dairy Products Co.,

® Kyowa Cosmetics Co., Ltd. } )
@ Chugai Sangyo Co., Ltd. Duskin Kyoeki Co., Ltd.

® EDIST Co., Ltd. Duskin Healthcare Co., Ltd.
(Overseas)

Duskin Hong Kong Co., Ltd.
Duskin Shanghai Co., Ltd.
Big Apple Worldwide Holdings Sdn. Bhd.

Equity method affiliates

(Japan)
® NAC Co,, Ltd.

(Overseas)

Duskin Serve Taiwan Co., Ltd.
Mister Donut Taiwan Co., Ltd.
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History

1963 Feb. Sani-Clean Company established.

Suita Laundry Plant opens as our first plant, manufacturing dust
control products.

1964 June Company name changed to Duskin Co., Ltd.

Oct. Home Duskin products launched throughout Japan.

1967 Sept. Mop sewing plant (now operated by Wakura Duskin Co., Ltd.) opens.

Full membership in International Franchise Association (IFA) granted,

1969 Aug. in a first for a Japanese company.

1971 Jan. ServiceMaster business launched.
Apr. Mister Donut business launched. First shop opens in Minoh, Osaka.

Business renting industrial wiper cloth reutilizing scrapped Home

July Duskin cloths launched.

Cosmetics sales business (now called Health & Beauty) launched

1976 Nov. i igh a tie-up with AGA Co., Ltd.

1977  Apr. Pest control business (now called Terminix) launched.

Mat manufacturing plant (now operated by Ono Duskin Co., Ltd.)
opens.

1978 Jan.

Comprehensive rental business renting daily commodities (now called

Oct. Rent-All) launched.

Dec. Uniform rental business (now called Uniform Service) launched.

Management service of medical institutions (now operated by Duskin

1982 July Healthcare Co., Ltd.) launched.

1989  July Merry Maids business launched.

1990 Sept. Corporate Headquarters, Duskin Pia, completed in Esaka, Osaka.
Sept. Ever Fresh Hakodate Co., Ltd. established.

1993 Oct. New franchise system, Duskin Serve 100 launched.

1994 Dec. Dust control business launched in Taiwan.

1999 Feb. Katsu & Katsu business launched.
Apr. Catering business (now called Drink Service) launched.

Nov. TruGreen business (now rebranded as Total Green) launched.

Home Instead Senior Care business (now rebranded as Duskin Life

2000 June Care) launched.

Quality Assurance Committee (now called Sustainability Committee)

2003 Apr. initiated to establish quality assurance structure within the company.

Compliance Promotion Committee (now called Compliance
Apr. Committee) initiated to build compliance structure within the
company.

2004  July Health Rent business launched.

Comprehensive capital and business alliance established with Mitsui

Sept- ¢ Co,, Lid.

Oct. Mister Donut business launched in Taiwan.

2006 Nov. Dust control business launched in Shanghai, China.

Duskin stocks listed on the first section of the Tokyo Stock Exchange
and the Osaka Securities Exchange.

Note: The cash equity markets of the Tokyo Stock Exchange and the Osaka
Securities Exchange were integrated on July 16, 2013.

Dec.

Capital and business alliance with MOS Food Services Inc. estab-

2008 Feb. ished.

Azare Products Co., Ltd. and Kyowa Cosmetics Co., Ltd. acquired as

2010  Oct. wholly owned subsidiaries.

Hachiya Dairy Products Co., Ltd. acquired as a wholly owned subsidi-

2012 May ary

2013 Nov. Bakery Factory business launched.

2014 Mar. Chugai Sangyo Co., Ltd. acquired as a wholly owned subsidiary.

2015 May First Mister Donut shop opens in Jakarta, Indonesia.
Oct. Pie Face business launched.

Oct. Duskin Museum opens.

2016  Apr. Home Repair business launched.

2017 Feb. Big Apple Worldwide Holdings Sdn. Bhd. acquired as a subsidiary.

2018 Sept. Capital and business alliance with NAC Co., Ltd. established.

2019 Jan. Katsu & Katsu Co., Ltd. established.

Stock Information

Stock summary (as of March 31, 2021)

Fiscal year-end March 31

Annual general meeting

of shareholders June

Securities code 4665

Stock listing Tokyo Stock Exchange (First section)
Trading unit 100 shares

Number of authorized 200,000,000 shares

shares

Number of shares 50,994,823 shares

issued

Shareholders 40,563

Shareholder registry Sumitomo Mitsui Trust Bank, Limited
administrator 1-4-1 Marunouchi, Chiyoda-ku, Tokyo

Independent auditor Ernst & Young ShinNihon LLC

Types of Shareholders

\ M Individuals, other: 40.23%
W Financial institutions: 22.05%
Other domestic corporations: 20.09%
[ Foreign corporations: 13.52%
M Securities firms: 0.87%

Treasury shares: 3.24%

e’

Third-party ESG evaluations

Major Shareholders (Top 10 shareholders)

No. of shares | Ownership

owned ratio
(1,000 shares) (%)

The Master Trust Bank of

Japan, Ltd. (Trust Account) 8,521 (B
Nippn Corporation 1,800 3.64
Custody Bank of Japan, Ltd.

(Trust Account) 1718 8.48
Duskin Employee Stock 1,602 304
Ownership Plan

Hirokata Ogasawara 1,415 2.86
Duskin Fr.anchlsee Stock 1,046 211
Ownership Plan

Custody Bank of Japan, Ltd.

(Trust Account 7) 1,082 209
Sumltomp Mitsui Banking 840 170
Corporation

MOS Food Services, Inc. 760 1.54
Sumitomo Realty & 749 151

Development Co., Ltd.

Note: Treasury shares are not included in the ownership ratio.
*In-house name (see P.77 Glossary)

Duskin continues efforts to address various issues from the perspective of environmental, social and governance (ESG)
criteria. These efforts have been recognized and awarded by socially responsible investment (SRI) rating agencies and

external organizations.

FTSE Russell: FTSE Blossom Japan Index

The FTSE Blossom Japan Index is a share price A
index calculated and maintained by FTSE Russel of £, “i
the U.K. As a Japanese corporation with exceptional L o
business performance from an ESG perspective, -
Duskin has been made a component of the index. FTSE?;:%”""

The MSCI Japan ESG Select Leaders Index

Duskin has been included in the MSCI Japan ESG Select Leaders Index
with its highest rating, AAA, for the fourth consecutive year. The MSCI
Japan ESG Select Leaders Index developed by MSCI (U.S.) is composed
of companies with high ESG

performance selected from the 2021 CONSTITUENT MSCI JAPAN
MSCI Japan IMI Top 700 Index. ESG SELECT LEADERS INDEX

The MSCI Japan Empowering Women Index (WIN)
Duskin has been included in the MSCI Japan Empowering Women
Index (WIN) as a company that excels in gender diversity from
among the MSCI Japan IMI

Top 700 Index. 2021 CONSTITUENT MSCI JAPAN .

EMPOWERING WOMEMN INDEX

JPX Group: S&P/JPX Carbon Efficient Index
Duskin has been included in the S&P/JPX Carbon
Efficient Index, an environmental stock index for ESG
investing, newly selected by Government Pension
Investment Fund (GPIF), the world’s largest pension fund.

Sompo Asset Management: Sompo Sustainability Index
Duskin has been selected as one of the 300 members of the Sompo
Sustainability Index, an investment index created by Sompo Asset Manage-
ment Co., Ltd. The index is used among the socially o

responsible investment funds for pension trusts and 202

institutional investors who invest in a wide range of

companies rated highly for their environmental,

social and governance (ESG) performance. Sompo Sustainability Index

Sumitomo Mitsui Banking Corporation ESG/SDGs
Assessment Syndication

Based on the standards created by The Japan Research
Institute, Limited, an SMBC Group policy institute,
Duskin has received the highest rating (AAA) for ESG/
SDGs-related activities and information disclosure.

Nikkei Smart Work Management

Duskin has received a high assessment as a company that puts Smart
Work Management into practice to maximize the performance of the orga-
nization based on three factors: diverse, flexible f—

working styles, a system that generates new Smart Work
businesses and the ability to open new markets. 20m
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