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Executive Summary

Strategic Capital, Inc.’s (SC) goal is to unlock enterprise and shareholder value through dialogue with
the Company’s Executive Management (“Management”).

SC and the funds managed by our company are shareholders of Daidoh Ltd.(“Daidoh” or the
“Company”). In order to increase shareholder value, we propose the following to Daidoh.

i Strengthen disclosure related to current stock options
ii Abolish stock option plan for corporate auditors

iii Clearly state in the Articles who is eligible for the stock option plan and the
exercise price

iV Abolish current stock option plan for Directors and introduce a new plan
Y Cancel treasury stock
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Core business continues to lose money

Daidoh’s core clothing business has seen a continuous decline in sales (it increased in FY2017 due to an M&A), and operating income has
been in the red in all but FY2018 for the last 10 years. As a result, the Company has been losing continuously losing even on a consolidated

basis.
Net Sales and Operating Income
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Stock price that halved over the last 10 years

The stock price has also continued its downwards trajectory. Over the past 10 years, the TOPIX has increased approximately 2.5 times
(including dividends), while the Company’s value has more than halved (including dividends) , significantly eroding shareholder value.

Although the stock price has increased since Oct 2022, there has been no significant change in fundamentals, instead it may have been
influenced by SC purchasing the shares starting Oct 13, 2022.
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Stock Price

Valuation well below dissolution value

While the PBR of the Company seems to be around 1.19x, the book value of the net assets does not account for the unrealized gains on
rental real estate, which amount to more than JPY 20B. Adjusting the PBR by accounting for the after-tax unrealized gains on rental real
estate, the PBR is 0.32x, well below dissolution value.
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Unrealized gains on rental RE after taxes calculated as (MV of properties as of FY ending
March 2022 - book value) X 0.7 market capitalization as of April 5, 2023. Data Source: Quick Astra Manager D
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Problems with the stock Option plan (”SOP”) Composition and Calculation Method of Officers'
) ] ] Remuneration
The Company’s stock option plan is as follows: The Company sets the standard amount of total

. . . . . . remuneration for each executive position, which consists
* Exercise price: 1yen (ach|S|t|on rlghts granted to acquire shares at 1 yen) of three components: "base remuneration,” which is a

* Number shares: based on total remuneration at each position (lower stock price, fixed remuneration, "stock-based compensation (stock
greater number of shares gra nted) options)," and "bonuses," which are short-term incentive
. . . . remuneration linked to performance.
* Exercise period: 30 years and exercisable 1 to 5 years after retirement

(1) Base Remuneration

. . . . <omitted>
In other words, the number of shares increases as the share price declines during the (2) Stock-based compensation (stock options)

period when the management team is active, and the design allows for greater profit if ,,/"Stock—based compensation is paid to directors and

the successor is able to raise the share price after retirement. corporate auditors to motivate them to improve the stock
gl price over the medium and long term. The amount paid is
- . . b BB WS O OB A ik /// determined based on the standard amount of total
In add|t|0n, the plan IS dESIgned Wi, R OSBRI LT B 0 I 16 2 3 ik, BESRMTHD AR compensation for each position.
so that corporate auditors, who L R R e RS T (3) Bonuses
are tasked with auditing the LM e e || comitted> |
duties of the directors, are also it AT AR HERRERAEERE L In view of their roles and independence, no bonuses are
’ (2) BB (R b7 - 4TS 50 paid to outside directors or outside corporate auditors.
eligible, raising questions on both BRI LT, SRR EAOBBESE A A s L CHAEIA S L TR0 £, LRI, B0 However, stock-based compensation (stock options) are
the plan design and the recipients. .u,z1(:,«;fif;v;.;mummm»w)Ja;ezfs:m1.&:-:.:.&',1;L THYET paid to motivate them to improve corporate value over
G 5K 5 & the medium to long-term
,,,,, »
Data Source: Annual Securities Report,
< ﬁ abbreviated provisional translation by SC D
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Number of shares granted increases every year

The stock price has fallen significantly since the Status of Stock Options Granted

introduction of the current SOP, resulting in an Valation Uit Grantees
increase in the number of share granted from Date Mo Sroree | IBendes S ez Director Auditor | Executive Officer
19,700 in 2006 when the current plan was 6/29/2005 26,400 ! ) > 4
7/10/2006 19,700 1 1,366 7 4
introduced, to 92,500 in 2022. 7/9/2007 24,600 1 1,068 7 4
7/7/2008 26,200 1 480 7 4
7/6/2009 55,600 1 213 7 4
7/5/2010 64,000 1 275 7 4 4
7/4/2011 53,800 1 385 7 3 5
7/2/2012 56,300 1 251 6 3 5
7/1/2013 75,000 1 361 6 4 9
7/7/2014 72,100 1 318 6 4 8
7/6/2015 79,600 1 332 7 4 7
7/5/2016 81,600 1 260 8 4 8
7/4/2017 89,400 1 314 6 3 8
7/3/2018 91,100 1 296 6 3 9
7/2/2019 86,800 1 227 7 3 9
7/2/2020 95,100 1 160 6 3 11
7/1/2021 91,500 1 174 6 3 10
7/1/2022 92,500 1 155 6 3 10
Total 1,181,300

Data Source: Created by SC based on Annual Securities Report
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Damaged to shareholder value, damage to the value of employee voluntary retirement and J-ESOP

Since the Company introduced the SOP, the Company’s stock
price has experienced a significant decline. While it briefly Share price after introduction of SOP

exceeded 1,800 yen the year following the introduction, since

2,000 100,000

then it has continued to fall and was trading at only 258 yen Start of SOP:
1,197 yen

1,800
as of April 5, 2023. 1,600

- . . . 1,400
In addition, due to continued losses in the core clothing 200

business, the Company has made 150 voluntary retirements, 1,000
and no additional contributions have been made to the ESOP 800
since contributing 428,500 shares on Apr 1, 2009, and zzz

1,500,000 shares on Dec 13,2012. 200
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In this way, management has continued to enjoy an SOP with

an exercise price of 1 yen and guaranteed to yield a profit,

while continuing to damage shareholder value and the value of D 20 sourced NN

the J-ESOP with a slumping stock price while also asking D » | bateof | cost | Estper
X Eligible Company Eligible persons Number | Applied

employees to take a voluntary retirement due to a

SO (R) —Stock Price (L)

retirement | (million yen)| employee

Daido Ltd (+ Daido Forward) |Employees over 40/working at HQ 20 18| 4/20/2022 95 5.3
dete rIOFatlng bUSIneSS. Daido Forward Permanent/temp store employees 100 104| 2/10/2022 224 2.2
Daido Ltd Employees over 50/groups domestic corps 30 29| 10/20/2017 300 10.3

Data Source: Created by SC based on Annual Securities Report
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Proposed stock option plan

Therefore, SC makes the following suggestions Details of proposal

* Specify in the Articles that the number of stock
options held by each Director, corporate auditor
Corporate Auditor and Executive Officer, and the deliberations of Disclosures and executive officer and the details of
deliberations by the Nomination &
Remuneration Committee must be disclosed.

First, disclose the number of stock options held by Directors,

the Nomination and Remuneration Committee, to increase

transparency.

. . . . ) Abolish SOP for * Abolish the current SOP for auditors approved at
Next, abolish the SOP for corporate auditors since their role is to Corporate the 2006 AGM

Auditors

“audit the execution of duties by Directors”, and so are not

Amendments
to the Articles

appropriate targets of the SOP. « Specify who is eligible and the exercise price

In addition, we propose that the target persons and the exercise - Abolish the current SOP for Directors approved

price be clearly stipulated in the Articles of Incorporation. Abolish SOP for at the 2006 AGM
Directors and * Introduce a new stock-based compensation plan

introduce a (expectation that the same plan will be
new plan introduced for executive officers)

* Corporate auditors exempted from new plan.

i >
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W, !l
Proposed stock option plan cont’d

A new plan will be proposed for the Directors subject to
the abolition of the current SOP. The new plan will be

Overview of new stock-based compensation plan

\ JPY 600
linked to PBR but the amount of book per share (BPS) used 750k Sha:‘;s

to calculate PBR will be set to 487 yen which is the amount [year Total number of shares granted over 2-year period to
for FY2018 just before current CEO Tsukasa Nabewari be less than 1.5 million shares (approx. 4.6% of total

. . o/s excl treasury) taking into account stock dilution
became a Director. We would like the goal to exceed 1x

PBR be based this BPS because the BPS has been declining
in recent years.

We expect the Board to introduce a similar plan for

Stock-based
remuneration

executive officers within the overall number of stock grants
and annual maximum amount and hope the Company will

work together to increase shareholder value. Furthermore, JPYO Calculate based on BPS for FY
0 shares ending March 31, 2019

/year

given the many problems with the SOP, we expect the

. . . . L~
Directors, corporate auditors and executive officers to 0.5x 1.0x 1 5x
voluntarily waive any stock option currently held. T ——
FY2024

i >
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Treasury stock equal to approx. 9.5% of O/S shares

As of March 31, 2022, the Company held
approx. 3.6 million shares of treasury stock
excluding the J-ESOP, equal to 9.5% of the

. 14.0%  13.8%
total outstanding shares. 14.0% 133%  13.1%

Ratio of treasury stock to total number of issued shares

The situation in which the Company 12.0%

10.9% 10.8% 10.6%
continues to hold a large number of 10.1%  10.3% 10.1% 10.0 9.99 . "
10.0% 9.6 9.5
treasury shares, means that the
shareholders’ shares could be diluted at 8.0%
. . y 6.3 6.2¢ 6.09 6.0°
any time. We would like the Company to 6.0% 5.39 5.6
promptly cancel the treasury shares.
4.0%
2.0%
0.0%

2013/03 2014/03 2015/03 2016/03 2017/03 2018/03 2019/03 2020/03 2021/03 2022/03
B Pct treasury stock excluding J-ESOP [ Pct treasury stock

Data Source: Created by SC based on Annual Securities Report |
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Revisions

05.10.2023 Announced the rejection of Shareholder Proposal
04.26.2023 Campaign website opened
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Important Legal Disclaimer

* This presentation is a reference translation of the original website in Japanese. In the event of any differences between the original Japanese
version and the English translation, the original Japanese version shall prevail.

* This presentation is composed of analysis of Strategic Capital, information from our activist activities and release from companies.
Information and documents in this presentation are composed of materials we believe to be trusted and latest, however we do not guarantee
the accuracy, completeness etc.

* We are not responsible for any judgement using information in this presentation. All copyrights and other intellectual property rights belong
to us. Reproducing all or any part of the contents of this site is prohibited without author's permission.
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