Our Business Evolution

The 59 Years of Our Corporate History

‘\'I/' Business fields expansion

Recruit Group was founded in 1960 as a small
advertising agency specializing in university

newspapers. Two years later, we published our
“Invitation to Companies,” a collection of job listings
for university students, through which we established
our business model referred to as the “Ribbon
Model.” Since then, we have widened our range of
HR business, while also expanding into the life events
field, including education, housing, automobiles,
bridal, and the lifestyle field including travel, dining,
and beauty. Recently, we have introduced software as
a service (SaaS) business tools to support operations
within small and medium-sized enterprises (SMEs),
such as retailers and restaurants.

1960 1970 1980
L 1
1960 1976
Foundation. Launched operations in the
1962 housing information industry

Published Invitation

to Companies which
consolidated recruitment
information for university
students and established the

in response to the recession
precipitated by the ail crisis,
and achieved rapid growth.

1980

Launched “Travailler,”
Japan’s first career change
magazine for women,
published 5 years prior to
Japan’s legislative enactment
of The Equal Employment
Opportunity Law.

Digital transformation

Recruit Group began using computers at a time
when their use was still limited, putting digitization
into practice for increased efficiency. Following the
introduction of a supercomputer in the 1980s, we
transitioned from paper magazines to online media

in the 1990s, and then to mobile platforms. Not

only did this allow for faster and more convenient
delivery of information, but it also transformed how

individual users and enterprise clients interact,

through the development of groundbreaking tools

such as online reservation systems. Today we
are accelerating our businesses utilizing digital

solutions including SaaS.

1984

Launched the magazine Car
Sensor, a business born from
a training program for new
employees, focused on the
used car market.

1990
Launched Jalan, an

innovative travel magazine.

1993

Launched Zexy, a bridal
information magazine born
from our new business
proposal system, “Ring.”

2000

While the Group expanded

its businesses in the field of
life events such as housing
and bridal, it launched lifestyle
information magazine Hot
Pepper (now Hot Pepper
Gourmet) which contains

@ Globalization

In the 2000s, Recruit Group entered the global
market with a bridal business in China. Although
this ended as a withdrawal, the failure helped

us to shape our mergers and acquisitions (M&A)
strategy, and we later succeeded in expanding
in the US, Europe, Australia and beyond. The
acquisitions of Indeed in 2012 and Glassdoor in

2018 have led to the successful establishment of
our HR Technology business, spearheading the

growth of the Group as a whole and bringing the
number of countries we serve to over 60.

2011

Launched Juken Sapuri
(now Study Sapuri), an
online learning service

for college entrance exams,
then expanded into
languages and other fields,
successfully growing into as

2013

Released AirREGI, a

POS cash register app for
SMEs such as retailers

and restaurants, using
smartphones and tablets

to enhance operational
efficiency of their businesses,

2015

Expanded the functions

of AirREGI and launched
AirPay, a payment system
service that can handle various
payment methods including
credit cards and electronic
money, QR (see p53).
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2016

Established Recruit Finance
Partners. Reinforced

our expansion into the
management support domain
by providing loans to SMEs.

FY2018
Consolidated Revenue
2,310.7bn yen

46%

Overseas

54%

2018

Launched AirSHIFT, an

app for the management

of shift work using a SaaS
solution, thereby contributing
to operational efficiency in
the service industry where
labor shortages are a major

“Ribbon Model” (see p26). dining guides and coupons. affordable high-quality online contributing to the development problem.
learning platform. of their core services.
1968 1971 1985 1987 1995 2000 2012 2015 2016
Introduced the Established Recruit Against the backdrop of Established Supercomputer  Launched Mix Juice (now Launched ISIZE Travel, Developed SALON BOARD, Established Recruit Institute ~ Established a Fintech
IBM 1130 Computing Computer Print, a company  the privatization of Japan’s Research Institute, aimed ISIZE) marking the start of a platform for making a cloud-based online of Technology (now Promotion Division and
System, becoming the first specialized in digitized telecommunication industry, at developing insights into our online media business. accommodation reservations reservation management Megagon Labs) to work with  launched digital innovation
company in Japan to use this  pre-production processes launched Information how to meet the challenges 1996 online. system that improves 2012 external organizations on efforts in the financial industry 2018
. . ' . . - ) . g Acquired Glassdoor, a
roundbreaking computer. focused on adopting leading-  Network Service operations  and opportunities of the operational efficiency at . research and development of ~ Launched Indeed Hire, ’
< g g g Digitized our job information 2007 Acquired Indeed (founded

edge publishing technologies.

and Remote Computing
Service operations.

approaching era of a data-
driven society.

magazines. Launched today’s
Rikunabi and Rikubani

Launched Hot Pepper
Beauty, an online reservation

beauty salons through
digitization such as replacing
paper-based reservation

NEXT. service. —
1985 2004 2010
Established Recruit U.S.A. Launched the bridal Acquired US-based

to support Japanese
companies with local hiring
in the US.

information magazine Zexy in
China. Its failure a few years
later helped shape a new
M&A-focused strategy for
global expansion.

staffing company, The

CSI Companies, and
implemented our Unit
Management System (see
p60). From this acquisition,
we started the global
expansion through M&As.

in 2004), which ran a job
search engine in the US. This
marked our full entry into the
HR Technology business,
which has revolutionized the
HR industry with the use of
disruptive digital innovations.

2011

Acquired Staffmark,
Advantage Resourcing,
expanding our business field
in the US and Europe.

Al, machine learning, sensors,
and other new technologies.

an innovative service that
goes beyond the existing
advertisement business
(see p42).

2015

Acquired the staffing
companies Chandler
Macleod and Peoplebank

in Australia, companies with
leading market positions and
strong business fundamentals
in this growth market.

2016

Acquired USG People (now
Recruit Global Staffing),

a leading European staffing
company with a presence

in the Netherlands, France,
Germany, and Belgium among
other countries, marking our

full entry into Europe.

leading online job and
company information site
founded in 2007. Glassdoor
has developed a database
of information and reviews
posted by users, bringing
transparency to the job
seeking process and
strengthening our HR
Technology business.

Japan

2019

2019

Air BusinessTools
Accelerating the expansion of
our SaaS business through
Air BusinessTools, a group
of cloud-based operational
and management support
services.

2018

Launched Indeed
Assessments. Continued
to introduce new services
that improve efficiency in the
recruiting and hiring process.

10



I Performance Highlights

Three-year historical summary (FY2016 - FY2018)

11

al

Consolidated results:
Adjusted EPS™ 3-Year
CAGR 15.5%

Greatly exceeded the
FY2016-2018 target of
“high single-digit growth”
that we set in our mid-
term strategy in May 2016.

Media & Solutions:
No.1 in revenue
in almost all major
businesses

“ Adjusted EPS = adjusted profit / (number of shares issued at the end of the
period - number of treasury stock at the end of the period).
Adjusted profit = profit attributable to owners of the parent + adjustment
items (excluding non-controlling interests) + tax reconciliation related to

certain adjustment items.

il
;

HR Technology:

approximately 4x
growth in revenue
US$2.94 billion in FY2018,

compared to US$0.77 billion
in FY2015.?

Staffing: 5th largest
in revenue globally™
Our Staffing segment EBITDA

margin increased through
productivity improvements.

Recruit Holdings.

recurring income/losses.

Recent Achievements

Global footprint:
Services provided in
over 60 countries

45,000+ employees
around the world.

As of March 31, 2019

¥

Consolidated results
for FY2018

Revenue
2,310.7bn yen

YoY growth: +6.3%

EBITDA™
293.2bn yen

YoY growth: +13.5%

Adjustment items = amortization of intangible assets by acquisitions + non-

"2 The financial results of operating companies in the HR Technology segment

on a US dollar basis, which differ from the consolidated financial results of

&%)

19.3% ROE for FY2018

Significantly exceeded our target of 15%.

AT A GLANCE
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AN

41.7% of managers globally are female

The Group continues to promote gender diversity
in our managerial positions.™®

As of April, 2019

Read more on p32

HR Technology  Indeed
Monthly Unique  Over 250 million®

Visitors Glassdoor
Over 60 million®

Read more on p41

Almost 42% CO, reduction™

Greatly exceeded our target of 25% reduction
in CO, emissions by FY2020 as set by our
Japan-based businesses in FY2008.

As of March 31, 2019

Read more on p84

3 SIA (Staffing Industry Analysts), “Largest Global Staffing Firms 2018”

4 EBITDA = operating income + depreciation and amortization + other operating
income/expenses.

*s Average monthly unique visitors in the three months ended June 30, 2019, based

on Google Analytics service.

Almost 1,000 ideas submitted to Ring

Recruit Group’s new business proposal
system, and a symbol of a corporate culture
that emphasizes the importance of innovation.

2019 submissions, as of June 30 2019

Read more on p54

°| Hoo=

AirREGI: Over 420,000 accounts

422,000 registered accounts for AirREGI, a
cloud-based POS cash register linking with
various SaaS applications to support SMEs.

As of June 30, 2019
Read more on p50

6 Peak monthly unique visitors during the three months ended June 30, 2019, based
on Google Analytics service.
7 Compared to FY2008.
8 All of those in managerial positions that have subordinates, calculated from Recruit 12

Holdings, SBU Headquarters, and primary operating companies of each SBU.



I Our Group Structure

Our Group operates the business through three Strategic Business Units (SBUs). This structure
supports business expansion on an individual SBU basis, allowing each SBU to operate
businesses in a self-sustaining manner while also allowing Recruit Holdings to focus on its
holding company functions, including further enhancement of its corporate governance and
monitoring of the Group companies.

HR Technology

Through its leading online job search platforms and
recruiting solutions, HR Technology SBU focuses on
improving the job search experience for job seekers,
and recruiting and hiring activities for employers. This
SBU includes the operations of Indeed in more than
60 countries and the newly acquired operations of
Glassdoor and has achieved the highest growth rate in
all three SBUs of the Group in recent years.

Media & Solutions

The Media & Solutions SBU consists of Marketing
Solutions and HR Solutions, and has achieved the top
market share in revenue for many of the core businesses
in Japan, while maintaining the ability to generate high R —
EBITDA margin. Marketing Solutions offers online and H N ILA 1"«| uty
print-based advertising and marketing media services

mainly in Japan, in a multitude of businesses such as

Housing and Real Estate, Bridal, Travel, Dining, and ARTATTY

Beauty. It also provides SaaS solutions to support our

SME clients’ efforts to improve their operational efficiency

and managerial processes. HR Solutions supports

individual users’ job search activities and enterprise

clients’ recruiting activities through its job boards and

placement services.

suumo 994

Staffing

The Staffing SBU consists of Japan and Overseas
operations including North America, Europe, and
Australia, and primarily offers temporary staffing services
for clerical, manufacturing, light industry, and various
professional positions. This SBU provides diverse job
opportunities and flexible ways of working, to match the
various needs of job seekers and enterprise clients in an
ever-changing global work environment.

>> Refer to p39/40 for SBU performance summaries.

AT A GLANCE
OUR BUSINESS EVOLUTION PERFORMANCE HIGHLIGHTS / OUR GROUP STRUCTURE
FY2018 Performance
Consolidated Revenue Consolidated EBITDA
Staffing HR Technology Staffing HR Technology
55.8% 14.1% 28.3% 16.2%

2,310.7
Dillilon yen

Media & Solutions

31.2%

Historical Performance

Consolidated Revenue
(in billions of yen)

2,310.7
21733
3269
19419 o
1327 6799 7214
658.2
1,2988 1,290.2
11708
FY2016 FY2017 FY2018

HR Technology Media & Solutions Staffing

293.2
billion yen

Media & Solutions

Note: EBITDA = operating income + depreciation and amortization + other operating income/expenses.

The sum of the three segments does not correspond with consolidated revenue and EBITDA due to

Eliminations and Adjustments, such as intra-group transactions.

58.8%
Consolidated EBITDA
(in billions of yen)
EBITDA
margin
293.2
12.7%
2584 47.4
23272 14.5%
306 172.4
16.7
156.1
1515
23.9%
oo . 82.9
6.4%
FY2016 FY2017 FY2018
14
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I SBU Performance

Summaries

BUSINESS STRATEGIES
MESSAGE FROM OUR CFO / SBU PERFORMANCE SUMMARIES / HR TECHNOLOGY SBU / MEDIA & SOLUTIONS SBU / STAFFING SBU

Segment Revenue

(in billions of yen)

Segment EBITDA™

(in billions of yen)

HR Technology

Focuses on improving the job search
experience for job seekers and
recruitment and hiring activities for
employers including SMEs through its

2185
online platform and recruiting solutions
using advanced technology.
1327
FY2016 FY2017  FY2018
Media & Solutions
Comprised of Marketing Solutions
and HR Solutions, providing 658,22 679.9°2
matching services to individual users
and enterprise clients including © o 2004
. . £ g
SMEs in a multitude of markets and 3 % 3696 3785
businesses. 23
« S 2819 2944 3168
T2
o
a
FY2016 FY2017  FY2018
Staffing
Primarily offers temporary staffing
services mainly in Japan, North 1,2988
America, Europe, and Australia, for 11708
various job types including office = 632 509.2 5425
clerks, in a multitude of industries. o,
wv
54
9 7074 7895 747.7
g
(@]
FY2016 FY2017  FY2018

" EBITDA = operating income + depreciation and amortization + other operating income/expenses

"2 The sum of Marketing Solutions and HR Solutions does not correspond with segment revenue and

EBITDA due to Eliminations and Adjustments, such as intra-group transactions

30.6

16.7
FY2016 FY2017 FY2018
15157 15617
Q0 v
€5 109.8
£% 870 952
T O
S v
a
S 747 745 79.2
T 3
o
wm
FY2016 FY2017 FY2018
72.7
65.6
43.0
c 338
3 294
i
389 39.8

Overseas
uJ
(o))
nJ

FY2016

FY2017 FY2018

FY2018 financial results by segment

Segment revenue increased 49.6% YoY, supported by a
favorable economic environment and tight labor market,
resulting in increased sponsored job advertising revenue
from new and existing clients at Indeed. Revenue from
Glassdoor, which was acquired in June 2018, also
contributed to revenue growth.

Revenue growth in US dollar terms was 54.0%

YoY3, assuming IFRS 15, which we adopted in the
beginning of FY2018, had been applied in FY2017

on a pro forma basis.

Segment revenue increased 6.1% YoY, primarily driven
by increased revenue in the Beauty business, where an
increase in the number of beauty salon clients lead to

growth in online beauty salon reservations, and Housing

and Real Estate business in Marketing Solutions.

HR Solutions also contributed to revenue growth,
primarily due to increased revenue in the Recruiting in
Japan business, which focused on enhancing its brand
value, strengthening user attractiveness, and reinforcing its
sales structure in an extremely tight Japanese labor market.

Segment revenue for FY2018 decreased 0.7% YoY
resulting from a decline in revenue in Overseas
operations primarily due to an uncertain outlook for
the European economy, the negative impact of foreign
exchange rate movements, and the adoption of IFRS
15, while revenue in Japan operations increased
reflecting a tight labor market.

"3 The US-dollar based revenue reporting represents the financial results of operating

companies in this segment on a US dollar basis, which differ from the consolidated

financial results of Recruit Holdings.

Segment EBITDA increased 55.0% YoY. To support
future revenue growth, we continued to invest in sales
and marketing activities to acquire new individual users
and enterprise clients, and in product enhancements to
increase user and client engagement.

Segment EBITDA increased 10.4% YoY. Both HR
Solutions and particularly Marketing Solutions recorded
higher EBITDA.

Segment EBITDA increased 14.1% YoY as a result of
improvement in operational productivity. In addition, in
Japan operations, placement fee revenue increased YoY
as a result of law revisions effective October 1, 2018
which encouraged enterprise clients to hire agency
workers directly and contributed to higher EBITDA.

presented on a gross basis with agent commissions classified in cost of sales are

now presented on a net basis.

*4 Recruit Holdings adopted IFRS 15 in the beginning of FY2018, and changed its

accounting policy, and revenues from certain customers which were previously

40



HR Technology SBU

The HR Technology SBU consists of the operations of Indeed, an online job search engine,
and the operations of Glassdoor, an online job and company information site. HR Technology
has maintained the highest growth of all the SBUs, and in the three-year period from FY2015,
sales on a US dollar basis increased nearly fourfold from $770 million to $2.94 billion.™?

Business summary

Founded in 2004 and acquired by Recruit Holdings in 2012, Indeed
utilizes aggregation technology, a hosted job platform, and a

Operational data FY2018
No. of employees Financial performance

Over 250 million
monthly unique

proprietary search algorithm to simplify the job search experience visitors™

by creating a single destination for job seekers to find relevant job

openings. The job listings on Indeed are aggregated from thousands

Over 150 million

of company websites, job boards, staffing firm websites, and direct resumes’ Segment revenue:
job postings on Indeed’s online platform. Indeed helps employers 326.9 billion yen
recruit and hire talent through job advertising, providing an efficient 9,500 YoY growth:
platform to post jobs and source candidates through multiple pay-per- employees™ +49.6%

performance pricing models. Indeed also offers employers the ability

to directly source candidates from its database of millions of resumes

and is continuing to develop new recruiting solutions. Indeed has

Segment EBITDA:

offices in 29 cities across 14 countries, helping people find jobs in 47 .4 billion yen

more than 60 countries.

Founded in 2007, and acquired by Recruit Holdings in 2018,
Glassdoor combines job postings with millions of reviews, salaries,

YoY growth:
+55.0%
Over 60 million
monthly unique

and insights shared by users to increase transparency and help visitors™
people everywhere find a job and company they love. Glassdoor helps
employers hire talent at scale through recruiting solutions including job 960 employees™

advertising, job posting, and employer branding products.

Global presence

As of August 31 2019
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PDY S
)

Service coverage
Indeed Offices

Glassdoor Offices

1 The US dollar-based revenue reporting represents the financial results of
operating companies in this segment on a US dollar basis, which differ from
the consolidated financial results of Recruit Holdings

‘2 Approximate, as of March 31, 2019.

"3 Approximate, as of June 30, 2019.

@,
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o®

*»

“ Internal data based on Google Analytics service; Average monthly unique
visitors in the three months ended June 30, 2019.

S Internal data based on Google Analytics service; Peak monthly unique
visitors in the three months ended June 30, 2019.
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Mid-term strategy

The HR Technology SBU aims to maintain growth
through the continued expansion of our existing
online job advertising services. We intend to pursue
further growth by utilizing technology and automation
to simplify the job search experience and lower

the cost-per-hire for employers. We are expanding
our capabilities through internal investments and

will consider acquisitions to advance in these

areas. The HR Technology SBU aims to improve

the efficiency of our HR Matching business across

Client success stories
Austin Capital Bank: Indeed Hire

Founded in 2006, Austin Capital Bank is a national leader
in US financial services innovation. In June 2017, the
bank was experiencing rapid growth and its hiring needs
grew as a result. President and CEO Erik Beguin and
COO Stephanie Rankin found themselves overwhelmed
with a large volume of resumes and unable to screen

the hundreds of applicants. It was then that they turned
to Indeed Hire, who assigned a hiring specialist who
quickly came to understand their needs and deftly
identified the right candidates for them. “Using Indeed
Hire has been a huge time saver for us and has actually

BUSINESS STRATEGIES

ARIES / HR TECHNOLOGY SBU EDIA & SOLUTIONS SBU / STAFFING SBU

the Group by leveraging our industry expertise and
through collaboration with the Media & Solutions and
Staffing SBUs (see p19/20 for information on the HR
Matching market). Together, Indeed and Glassdoor
are committed to reaching more job seekers and
employers by growing the business in key markets
around the world. We expect that our non-US
operations, which in FY2018 accounted for almost
30% of HR Technology SBU revenue, will represent an
increasingly larger portion of our business over time.

makes hiring easy

made our recruiting and hiring process enjoyable” said
Erik. “It’s efficient, reasonably priced and it makes hiring
easy, allowing us to focus again on critical operations
functions. We plan to keep using Indeed Hire.”

Takashi Nishimura, General Manager at Indeed, explains
that Indeed Hire is the next step in the evolution of a
business with a singular focus—to help people get
jobs. “We built Indeed Hire to provide an end-to-end
recruitment solution at a fraction of the industry-average
cost, helping employers lower their costs and helping
more job seekers find the right job for them. Leveraging
Indeed’s technology and data, we have dramatically
simplified the entire process through automation, while
backing it up with highly skilled specialists. Our simple
success-based pricing model aligns our interests
directly with those of our enterprise clients including
SMEs, and our hiring professionals are seen as an
extension of their talent attraction teams.” Takashi
continues “This innovative approach places us at the
forefront of the evolving HR market, enabling us to fulfill
our focus of improving the experience for job seekers
while helping employers find great hires.”
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HR Technology Leadership Messages

Simplifying the job search process

with innovative technology

(recruir

Recruit Rldings Co., i

Isn’t there a better way?

Recruit Group has been evolving its HR business

since it was founded 59 years ago in order to meet the
changing needs of the HR industry. What we have always
considered important is to continue asking “Isn’t there

a better way?” One answer can be found in the HR
Technology SBU, which uses technology to improve job
search activities of individual users and recruiting activities
of enterprise clients in a simple and efficient manner.

We made a full-scale entry into this field in 2012 with
the acquisition of Indeed. Not so long ago, searching for
a job was a burdensome process whereby job seekers
had to use a wide variety of sources, including print
media and online job boards, to try to find a job that met
their needs. Founded in the US in 2004, Indeed uses
aggregation technology to bring together job listings
scattered across the Internet onto a single site, making
the job search process much more efficient. We have
made it easy and efficient for people to find and get
jobs in more than 60 countries.

In addition, Glassdoor, acquired by Recruit Group

in 2018, facilitates transparency in job searching by
providing word-of-mouth information that helps people
choose a job, including reviews of the work environment
and information on salaries.

Hisayuki Idekoba
Head of HR Technology
SBU

Indeed and Glassdoor are working towards a common
goal of making it easier to help people get jobs, while
helping employers recruit and hire talent. Utilizing each
company’s respective strengths, we are committed to
achieving this goal.

Beyond online job advertising

Our core business of online job advertising has grown
significantly over the last few years, and we will continue
to expand our business on a global scale. At the same
time, we will seek to expand into new markets beyond
our existing online job advertising business.

For example, the recruitment market is significantly
larger than online job advertising, and we see a huge
opportunity to disrupt this market and deliver a better
solution to job seekers and employers. Indeed Hire,

first launched in 2016, is a product uniquely positioned
to tackle this new opportunity. Designed to meet the
needs of businesses that do not have the time to review
hundreds of resumes, the service leverages our data and
strength in machine learning to deal with many of the
repetitive and manual steps involved in traditional job
placement and search. The result is a pay-per-hire full-
service recruiting agency that helps improve each step of
the hiring process for everyone.

BUSINESS STRATEGIES
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Expanding our services through M&A

We have also evolved our existing products and
services through M&A. For example, through

the acquisition of Interviewed.com in 2017, we
launched Indeed Assessments in 2018, which brings
a comprehensive library of assessments to help
employers screen candidates for their aptitude,
cognitive abilities, and specific skills that fit their hiring
needs. The ability to immediately identify the job
seeker’s skills has made it possible for individual users
to find the jobs that suit them best, and for clients

to quickly identify qualified candidates, significantly
reducing the time and cost of hiring.

Risk management
Lowell Brickman

Executive Officer, Risk Management, HR Technology SBU,
General Counsel and Secretary, Indeed

One of the biggest challenges for a technology
company experiencing growth is finding that delicate
balance between the expansion of services and
assurance that all products are completely risk free.
An easy way to mitigate risk is to simply say “no” to
anything new, but of course, that’s bad for business.
Our risk management team is told to put themselves
in the shoes of the business person, understand their
objectives, and develop a course of action whereby
they can say “yes,” allowing the project to move ahead
but in a legal, safe way.

The introduction of SBU Risk Management Committees,
reporting to the Risk Management Committee at our
holding company, has helped make risk management

a key priority in our SBU. We have a Risk Management
subcommittee, a committee underneath the main
committee, which has representatives from product,
legal, privacy, and engineering. With this system, we

try to ensure that the highest levels of our company are
made aware of potential issues in advance, resulting in
the prioritization of preventative actions.

For further information on Recruit Group's risk management, see p79/80

The HR industry continues to rapidly evolve. In particular,
the pace of advancements in technologies such as
machine learning is remarkable, and we are entering a
genuinely exciting time for the industry. Our goal is to
contribute to enriching people’s lives by using innovative
technologies to eliminate the challenges of job searching
and recruitment, making these processes more efficient.

Taking advantage of the strengths of our Group, which
has a history of turning every change in the industry
into an opportunity, we will continue to innovate so that
growth in the HR Technology SBU can help drive the
growth of the entire Recruit Group.

Another challenge for our HR Technology SBU, which has
been accelerating its M&A strategy, is ensuring that all
new subsidiaries of the SBU are also maintaining effective
compliance and privacy practices. To handle this, we
take a three-step approach: we require that they obtain
permission from the SBU headquarters in certain high-
risk areas, we have them report back to us to confirm

that they have put requested safeguards and training

in place, and we track their activities through reporting.
While what we’re doing is not easy, with carefully thought-
out systems in place, highly-skilled engineers, and a
company culture that promotes compliance, we believe
we can scale both safely and securely, while allowing new
companies a measure of independence.

When it comes to data security, our engineers play

an absolutely essential role in securing our systems.

We work closely with our highly skilled employees,
including those from Indeed and Glassdoor, to develop
and maintain policies and processes designed to
protect our data. This can be quite a challenge when
operating in so many countries. Our team of attorneys,
privacy and security analysts, and engineers all over the
world, work together in this task.
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Indeed Stories

How Indeed wows the world
Chris Hyams CEQ, Indeed

Indeed’s mission is to help people get jobs. After family
and health, for most people a job is the most important
thing in their life. This mission is what gets us up in the
morning and what keeps us up at night. It grounds us in
the incredible impact we have on society.

Indeed was founded in 2004 with two key principles,
starting with the cornerstone of our mission: putting job
seekers first in everything we do. In every decision about
our products and our business, the question we ask

is, “What’s best for the job seeker?” This might sound
obvious, but it’s a revolutionary idea. We bring millions of
jobs from all over the world into one place, and make it
simple and fast for people to find the right opportunity.

The second principle of our business is delivering the most
value to employers. Our core business model is pay-for-
performance, which means that our incentives are aligned
with our clients. If we deliver candidates, we get paid; if
we don’t, we don'’t get paid. This model ensures that our
primary focus is on driving better results and more value.
Indeed wows the world by putting job seekers first and
delivering the most value to our clients. This combination
offers a competitive advantage under a variety of market
conditions. Over time, the job market will undoubtedly
experience ups and downs in line with economic cycles.
In more challenging times, we can offer job seekers
greater choice, and at the same time offer employers a
more efficient method of finding the right talent.

One of Indeed’s greatest strengths is our employees.
They are inspired to be part of a company that has a
positive impact on society by helping millions of people
around the world find jobs. Our pay-for-performance
business model relies on continuous innovation to help
job seekers find jobs better, and to help employers hire
better. It’s essential that our people are empowered

to be innovative and entrepreneurial in their work.
Diversity and inclusion is a key element of innovation,

as the people we serve represent every demographic in
the world. Indeed is for everyone, so the more diverse
experience and thought we bring to the company, the
better we are at identifying and solving new problems.

Being a part of Recruit Group has given us a strong
competitive advantage. The Group has decades of
operating experience in markets that have undergone
significant transformations since the 1960s. This
experience has provided insight into how to think

about long-term sustainability and growth that few
technology companies our age are likely to figure out on
their own. We have also learned from Recruit Group’s
successful hands-off approach to M&A. Indeed has run
autonomously with a consistent mission and focus, but
with the added strength of the Group behind us. This is a
technique that we have extended to the companies that
we have successfully incorporated.

Overall, this is a very exciting time for Indeed. | look
forward to continuing to scale our current business,
while also leading innovation in new markets like the job
placement industry, so we can positively impact the lives
of even more people around the world.

Our stories: The Orange Chair

Putting job seekers first is a fundamental principle

that has been with us from the start at Indeed. It’s

a philosophy that guides us in our work every day,

and has become ingrained in our company culture.
Several years ago, as our young company was growing
rapidly, our CTO, Andrew Hudson, wanted to ensure
that this idea remained front and center. To remind
team members to always ask, “What’s best for the job
seeker” with every decision, he ordered an orange chair
to be put in every meeting room, so the job seeker
would always have a seat at the table. Since then,

the orange chairs have kept us focused every day on
putting job seekers first, and we’ve grown to help over
250 million unique visitors per month find jobs.
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Sustainability at Indeed

Our activities to help promote a sustainable society

Helping people facing challenges
in finding employment

Through a partnership with the international nonprofit
organization Goodwill, Indeed has committed to help one
million job seekers who are facing challenges such as
disabilities, having a criminal record, or undergoing difficult
life transitions, to find employment by 2024. Indeed is
doing this by offering online assessments and event
management, and training tools to Goodwill job seekers.

Supporting athletes’ careers

Through an official partnership with the Irish Olympic
team for Tokyo 2020, Indeed will collaborate with the
Olympic Federation of Ireland Athletes’ Commission

and together create a program of workshops, mentoring,
and job placements for athletes to help them manage
their careers alongside their athletic endeavors and plan
for their future professional lives.

insiaeinc

Earth day and the Go Green Initiative

Earth day and the
Go Green Initiative

Employees actively participate in the voluntary
environmental initiatives “Earth day” and “Go Green.”
Activities include picking up garbage, planting trees
to repopulate species, and promoting environmental
awareness within the organization.

Supporting athletes’ careers
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Glassdoor Stories

How Glassdoor brings transparency to the job market
Robert Hohman Co-Founder and CEO,” Glassdoor

Our mission of “helping people everywhere find a job and company they love” is extremely
important for our operations and employees. Before Glassdoor there was very little
transparency in the jobs market, but by providing information on what it’s really like to work

at a company, we are enabling people to make informed choices, leading to better work
environments and fair pay worldwide. Right from the start, it was clear that Glassdoor’s mission
fits perfectly with Recruit Group’s philosophy of “Opportunities for Life.” It’s also a Group that
celebrates the unique strengths of the businesses within it, allowing Group companies to run
autonomously. This empowers individual businesses such as Glassdoor to pursue independent
goals in line with their strengths, and also has a positive impact upon talent retention.

Going forward, a key driver for Glassdoor’s growth will be global expansion. Perhaps the
biggest change since joining Recruit Group has been our ability to invest in our long-term
vision, which has meant faster international expansion. During calendar year 2019, Glassdoor
launched 8 new sites, including several in Asia, Europe, and Latin America. Working alongside
Indeed brings further advantages: with Glassdoor’s recognition as a leading destination for

job seekers to learn about companies and job opportunities, and Indeed’s industry-leading
technology and data, we are in a unique position to leverage their respective strengths to serve
job seekers in a deeper way than has ever been done before, and help employers of all sizes
recruit and hire top talent.

Next chapter to begin: CEO appointment

Glassdoor recently announced a change of leadership, with Christian Sutherland-Wong,

Christian Sutherland-Wong

Glassdoor President and COOQ, being promoted to Chief Executive Officer, effective as of
January 6, 2020. Robert Hohman will remain with Glassdoor as chairman. Appointed as COO
in early 2018, Christian oversees day-to-day operations, strategy, and business for Glassdoor.
He joined the company in 2015 and previously held roles at LinkedIn and Bain & Company.

“I am honored and thrilled to lead Glassdoor into our next chapter” said Christian. “My
vision is to build on Glassdoor’s excellence, as a business and as an employer, that Robert

has established over the past twelve years.”

“I have full confidence that Christian will build on the success he’s brought to Glassdoor,

President and COO Glassdoor” doing what’s best for job seekers, employers, and our employees,” said Robert. “| am
extremely proud of what Glassdoor has accomplished and it is well-positioned to further
disrupt the employment industry.”

Client success stories
Forrester Research:
Attracting smart,
motivated and
curious employees

47 “as of August 31, 2019.

Forrester Research is one of the most influential research and advisory
firms in the world. It’s an idea company powered by exceptional employees
who have the talent and courage to challenge business norms. Finding that
91% of hires used Glassdoor, Forrester embraced the platform, providing

a space for employees to tell the Forrester story in an authentic, engaging
manner. This led to a 24% increase in overall ratings, and a 325% increase
in candidate awareness. Forrester’s Employee Experience Specialist Else
Ross noted, “Glassdoor is an authentic way employees can take an active
role in attracting and inspiring future colleagues. In doing so, they are
making an immediate and meaningful impact on our brand.”
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Sustainability at Glassdoor

Our activities to help promote a sustainable society

Employee gathering event at Glassdoor

Advocating for fair pay

Glassdoor is committed to advocating for and
educating on fair pay practices around the world.

The company publishes economic research and holds
many events to promote equal pay for equal work.

As of June 2019, Glassdoor itself has no gender pay
gaps within its workforce.

Training recruiters

Glassdoor holds an annual “Glassdoor Recruit” event
during which recruiting professionals gather and
employers can learn and sharpen their talent acquisition
and hiring strategies. In 2018, a wide variety of topics
such as “building and scaling a diversified workforce”
and “eliminating bias to hire the best” were covered.

Reducing COz on
Bike-to-Work Day

Glassdoor encourages employees to commute by
bicycle and holds an annual “Bike-to-Work” day. Every
year, employees worldwide join this event to help the
environment by reducing their CO, foot print.

Unconscious bias training
for every employee

Every employee at Glassdoor receives unconscious

bias training, which aims to nurture a workforce in which
every employee understands themselves and can feel
empathy for those around them. These insights help

in the development and provision of services through
having a better understanding of individual users’ needs.
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In our Media & Solutions SBU, a number of vertical media platforms and related businesses are = Mid-term Strategy

divided into two major operations: Marketing Solutions and HR Solutions.

We intend to focus on achieving further growth of our existing advertising businesses in both
Marketing Solutions and HR Solutions, by providing valuable information and services to
individual users and help enterprise clients including SMEs to effectively attract users and
recruit and hire talent, in various business areas such as Housing and Real Estate, Bridal,

Marketing Solutions focuses on Housing and Real Estate, Bridal, Travel, Dining, as well as Beauty
and various other areas through our media which are mainly our online platforms. With this focus,

we provide individual users a multitude of choices, and advertising services for enterprise clients Total number of Accounts Travel, Dining, Beauty, and Recruiting in Japan.
including SMEs to aid them in attracting individual users. We also support SMEs with operational
and management support services through Air BusinessTools, our SaaS solutions. CAGR We believe that we have identified a significant untapped opportunity in providing value-added
Classified 31.0% SaaS solutions to SMEs, which can help their businesses potentially reduce operational and
In HR Solutions, we provide services that support individual users’ job search activities and Ads managerial costs.
enterprise clients' recruiting activities through our media and online platforms and placement services. ?86;, With our nationwide sales force deepening relationships through frequent interactions
FY2018 with SMEs, we will expand our SaaS solutions with the provision of Air BusinessTools, a
Revenue Saas comprehensive bundled suite of cloud-based solutions to support day-to-day management
. . . Billions of yen and operations, including reservation, CRM, POS system, payments, workforce management,
Business summary Main service (VoY growth) hiring functions and other areas. Combining the SaaS solutions with our existing advertising
Marketing Solutions 400.4 (+58%)" FYeol4 FY2018  pysinesses can enhance the growth of the Media & Solutions business. We have seen
. Registered accounts for our SaaS significant expansion of our Saa$S solutions in recent years. The number of registered accounts
Housing and The Housing and Real Estate business operates SUUMO, an online platform and print suumo 104.1 (+6.1%) solutions? Increased at a GAGR of 31% for Saa$S solutions™? has surpassed that of advertising accounts (see the chart on the left). The
Real Estate media, which provides information related to home purchases, sales, rentals, and renovation e from March 31, 2015 to March 31, Saa$S business contributes not only to increasing revenue per client and lowering the churn rate
services. SUUMO Counter offers in-person conslltation services for purchasing newly built 2019. Growth in registered accounts for with existing clients, but also to expanding our enterprise client base, especially among SMEs
condominiums and custom designed homes. Saa$ solutions? significantly exceeded such as smaller retailers. By further accelerating the expansion of our SaaS business, we will
Bridal The Bridal business operates Zexy, a magazine and online platform, which provides 54.9 (-09%) the grgwth in aéCOUﬂtS for classified support the operational and managerial functions of our SMEs to help their businesses work
comprehensive information to organize customized wedding events. Zexy also provides in- acvertising senvioes. smarter, as we have since the founding of Recruit Group.
person consultation services for selecting wedding facilities.
We will aim to generate stable revenue growth and maintain the current high level of adjusted
Travel The Travel business operates Jalan, an online platform and print media, which provides 61.6 (+4.7%) EBITDA™ margin by executing the strategies mentioned above.
information about hotels, guided tours, and sightseeing locations in Japan. The Jalan online
platform also offers an online booking service in addition to providing travel information.
Dining The Dining business operates Hot Pepper Gourmet, an online platform and print media, H HOTPEPPER 38.8 (+4.0%) :
which provides information about restaurants as well as discount coupons. The Hot Pepper TILX Founded in 1960 Now & Future
Gourmet online platform offers various services to users such as online booking and a
scheduling function for invited guests. Internet Ads
Beauty The Beauty business operates Hot Pepper Beauty, an online platform and print media, which 72.0 (+12.5%) Paper Ads Booking media Saas
provides users with information about hair treatments, relaxation, and other beauty treatment
salons. The Hot Pepper Beauty online platform offers an online booking service as well as a
searching functionality to find available time slots of selected hair stylists, nail technicians, etc. |_ St . + Higher ASP™
r H"_ rong Ad ~— Massive + Lower Churn
Others Others include Car Sensor, an online platform and print media providing information on pre- 68.7 (+6.0%) Media SME Client + New Long-
owned automobiles for potential buyers, Study Sapuri, an online learning support platform for . |_ Brands Ad Base tail clients
students and adults. Also, we provide Air BusinessTools, which are cloud-based operational 15 74 177 I) 2 J
support services for SMEs such as shops and restaurants.
HR Solutions 316.8 (+7.6%)*
Recruiting Recruiting in Japan operates online job boards (Rikunabi for new graduates and Rikunabi 283.9 (+4.9%)
in Japan Next for professionals), employment placement service Recruit Agent, and an online platform
and print media for part-time job seekers, TOWNWORK. "2 Registered accounts for SaaS include multiple accounts of the same enterprise clients including
SMEs for different types of SaaS solutions offered mainly through Air BusinessTools. The accounts
of classified ads and Saa$ include the freemium users. The accounts are as of fiscal year end.
Others Others in HR Solutions offers HR development business in Japan and 32.8 (+383%) "3 Adjusted EBITDA = operating income + depreciation and amortization (excluding depreciation of

right-of-use assets) + other operating income/expense

placement service in Asia. " Average Selling Price

" The sum of Marketing Solutions and HR Solutions does not correspond with segment
49 revenue due to Eliminations and Adjustments, such as intra-group transactions. 50
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Media & Solutions Leadership Messages

Transforming ourselves through diversity

59 years of commitment to change

The Media & Solutions SBU has inherited and
improved upon Recruit Group’s core businesses while
continuing to provide new values by tackling the
challenges faced by individual users and enterprise
clients. Our ability to change ourselves in response

to the needs of the society and time in which we live
is our strength, and it provides the foundations and
infrastructure that support our SBU.

For example, when we started the online reservation
service for our Beauty business in Marketing Solutions
in 2007, there were less than 100 appointments booked
per month through our online reservation platform.
Now, over 300,000 salon appointments are booked
online in a single day. More than a decade has passed
and the business has continued to evolve: revenue for
the Beauty business in FY2018 was 72 billion yen, an
increase of 12.9% compared to the previous fiscal year,
turning it into a sustained high-growth business.

Making appointments online is very common these
days. If a service achieves widespread popularity,
neither individual users nor enterprise clients are
surprised by it or appreciate just how convenient it
is compared to the past—it’s just a given that these
services exist. In this way, we are now planting as

Yoshihiro Kitamura
Head of Media &
Solutions SBU

many seeds as possible so that in ten or twenty years,
when we look back at today, we can say, “That was

it! That was when we changed the game!” This is why
continuous change and innovation is essential.

A place where unique talents gather

Currently, in the Media & Solutions SBU, we are
transforming our advertising business, which has been
our core business since the foundation of the Group,
using technology such as SaaS solutions.. Through

this process we are maintaining the constant pursuit of
evolution and trying new approaches to push ourselves
to challenge the status quo. We believe that the attitude
of humbly seeking improvements inspires us to find
better ways of doing things, which ultimately delivers
more value to the world.

Within the Media & Solutions SBU, our people are

a core strength. We come from a wide variety of
backgrounds, and everyone has different areas of
experience and capabilities. Here, these many unique
talents are gathered in a single place. Sometimes,
former employees return to the company or become
involved in our business in a new way —both things that
we welcome. The breadth of diversity of our employees
is reflected in the results of our internal survey. Their
unique talents complement each other, resulting in new

BUSINESS STRATEGIES
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ideas and new value. It is crucial that we provide a
supportive environment for our people to generate
ideas, which is how we can create new value.

The evolution of technology and the
strengthening of governance

While helping fuel our transformation, the evolution
of technology brings new risks. Consequently,

we recognize that it is essential to manage these
appropriately. In particular, to maintain a sustainable
business, the protection of personal information
and cybersecurity, as well as other aspects of risk
management, are critical. For this reason, the entire

Risk management
Kentaro Mori
Corporate Executive Officer,

Risk Management, Recruit Co,, Ltd.

Up until now, in the Media & Solutions SBU, we have
promptly responded to changes in the business
environment through quick decision-making based

on our delegation system. At the same time, it is
necessary to take a holistic viewpoint that accounts for
both increasingly complex industry regulation and the
expectations of society.

Operating many online platforms as we do, privacy
management, including the protection of personal
information, is one of the most important aspects

of our business. We will increase the effectiveness

of our risk management and further strengthen our
governance system. Specifically, we plan to establish a
team dedicated to privacy management and integrate
legal functions in the Media & Solutions SBU in Japan.
Also, we have established an Advisory Committee on
data utilization which is comprised of both internal and

Media & Solutions SBU is strengthening governance

in a way that supersedes organizational divisions.

We consider the evolution of technology to be an
inescapable force, similar to gravity. Going against it

is difficult, and if we are to realize a better world, we
must embrace it. We are committed to pushing forward
with our transformation, making full use of the latest
tools available to us, while always keeping the extreme
importance of risk management and compliance in mind.

external members to more appropriately reflect the needs
of society, including our users. We have committed

to revising our privacy policy to be more user-centric.

We will also continue to provide our employees with
ongoing training focused on privacy issues and personal
data protection to reinforce the importance of privacy
management.

We believe that the goal of risk management is the
improvement of our enterprise value and the prevention

of damage to it. Because each of our businesses has
earned a competitive position in its marketplace, it is even
more important to ensure that each business is scrutinized
from both legal and ethical standpoints. Moving forward,
we will identify priorities and execute highly effective risk
management while carefully monitoring advancements in
technology and social trends.

Recruit-CSIRT: Cybersecurity award winners

Recruit-CSIRT provides early detection to prevent cyberattacks, minimizing
damage to Recruit Group’s businesses in Japan. In February 2018, its
advanced security measures and exemplary CSIRT activities were
recognized and awarded the Encouragement Prize by the Minister of
Internal Affairs and Communications.

For further information on Recruit Group’s risk management, see p79/80
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Media & Solutions Stories

Air BusinessTools

Air BusinessTools is our SaaS solutions, a comprehensive
bundled suite of cloud-based solutions to support
management and operations of SMEs, such as small
retailers, in areas including reservations, CRM, POS

system, payments, workforce management, and hiring
functions. These value-added Saa$S solutions contribute
to enhancing the efficiency and productivity of SMEs,
by reducing their operational and managerial costs.

Marketing Cash & Payment Workforce Operation
Management Management Management Management (RPA™)

A

POS
(AIrREGI)

] CRM Payment
Reservation (AirPay)

Management

AirPay: Electronic in-store
payment service

AirPay is a payment service provided as a
function of Air BusinessTools that supports 26
types of payment methods*2 including credit
cards, e-money, QR, and points. Being able to
use various payment methods in a single store
benefits both customers and SMEs.

The Japanese government’s promotion of
cashless payment methods has also increased

demand for in-store payment services and as
such has helped fuel the adoption of AirPay.

Supported payment solutions

O AicPAY

credit cards transport cards  e-money
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2 As of August 31, 2019
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Client success stories
AirPay supports small
businesses near Mt. Fuji

Tatsuya Kijima Yudai Hayashi

Travel Sales Management Head of AirREGI Business
Division, Regional Strategy ~ Unit, Internet Business
Development, Development Division,
Recruit Lifestyle Co, Ltd. Recruit Lifestyle Co,, Ltd.

With Mt. Fuji being designated a World Heritage site,
the city of Fujiyoshida is seeing a significant increase

in tourists, including international visitors. However,
very few of the local shops and hotels had accepted
cashless payments, so we looked to address the fact
that the city is not sufficiently equipped to meet the
needs of consumers. With even more local revitalization
plans in line for the future, AirPay is being introduced
to more than 100 shops within the city, including

shops on Mt. Fuiji itself, and the entire region is moving
towards accepting cashless payments, becoming able
to better accommodate tourists. Tourists from overseas
and mountain climbers do not carry much cash, so
being able to accept credit cards and other payment
methods to facilitate easy transactions ties directly into
the revitalization efforts of the region. Shops that have
begun accepting these payments have shared feedback
such as, “It is so easy to operate even for a small shop
like us,” and “Our sales have increased thanks to the
introduction of AirPay.” In March of 2019, we entered
into a comprehensive cooperation agreement with the
city of Fujiyoshida for further local revitalization. We will
take this initiative to other areas of Japan promoting
cashless payments nationwide.

New business proposal system “Ring"

The Media & Solutions SBU functions as a hub for our
new business proposal system “Ring,” which is open
to all employees of Recruit Group. Ring started in 1982,
and has produced numerous businesses including

the bridal information platform “Zexy” and the online
learning service “Study Sapuri.”

The themes are not limited to existing areas for Recruit
Group, and all business proposals are welcome. Ring
is the very embodiment of our Group’s basic principle
of creating new value, and it gives participants an
opportunity to turn their own ideas into proposals to
seek the support and resources to make them a reality.

In 2019, almost 1,000 new business proposals were
submitted through Ring. More than 70% of these
proposals were outside the scope of the proposer’s
primary job responsibility, and in this way Ring has
become a vehicle for innovation that goes beyond
departments and work duties.
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Sustainability at the Media & Solutions SBU

Our activities to help promote a sustainable society

Students using online learning service Quipper in the Philippines

The foundation of our business model is to connect
people who seek opportunities and organizations that
provide them in various areas of daily consumption.

This concept is directly aligned with Goal 10 of the

UN Sustainable Development Goals (SDGs), which

is the elimination of inequality among people and
nations. Meanwhile, the outcomes produced by each

of our services are different. By helping improve the
productivity of SME clients with our Air BusinessTools,
we believe that we will contribute to SDG Goal 8, which
is focused on job satisfaction and economic growth. Our
services for pursuing further education help advance
progress towards SDG Goal 4 of quality education for
all. By toppling these “SDGs Dominos” (see p25), we will
contribute to the realization of a sustainable society and
economy in which no one is left behind.

We are committed to continuing to create positive
change for society while protecting the rights of all
stakeholders, including users and clients, by running

our core businesses while implementing such initiatives.

We believe that this will lead to our achieving our
sustainability objectives.
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Recruit / Recruit Jobs: physical
condition measurement for seniors

We support seniors who have given up working due to
age barriers, such as mismatches in job content with
physical capabilities. This nationwide program aims to
help such individuals find suitable work by measuring
and visualizing their physical strength, operational skills,
personality, and other personal traits. As of May 2019,
our program has been held at 30 locations nationwide.

Recruit; WORK FIT

“WORK FIT” is a free employment support program

to help anyone find their ideal job. This program is
customized not only for undergraduates, but also for
people who are unemployed, in reform schools, or
children in orphanages. Since 2011, approximately
30,000 people have participated in the program (as of
March, 2019).

Recruit / Recruit Office Support:
supporting athletes

Since 2018, we have had a sponsorship agreement with
five athletes and one coach to encourage compatibility
between work and athletic activities. Sitting volleyball
player Jun Tazawa has won numerous national
tournaments, while wheelchair tennis player Koji
Sugeno is fourth in the world ranking in the quad class
(as of September, 2019).

Recruit Sumai Company—LGBT-
friendly housing search support

We offer guidance on LGBT-friendly properties, advice
on buying homes, the introduction of shared mortgages,
and other support so that users can find a home without
obstacles, regardless of sexual orientation. Properties
and agencies that explicitly state that they will not
refuse consultation or move-in on the basis of a tenant
identifying as LGBT are recognized as LGBT-friendly.

Recruit Career:; “Sankaku”

We began offering working internships in 2018 as a
means for people to broaden their scope of personal
activities and have now had a total of over 2,000
participants. The program provides an opportunity

for business people to broaden their careers without
leaving their current positions, and engage with people
and tasks outside of their current job environment.

n
|

Recruit: “iction

Started in 2015, project “iction!” is focused on
concentrated working hours where employees can more
easily balance their working lives with parenting. We
have signed a cooperation agreement with the city of
Kitakyushu to support women’s employment with the
cooperation of the government and local companies.
Through this activity, the rate of social return on
investment (SROI) is about 14.6 fold, with a monetary
value of approximately 200 million yen.

Sitting volleyball athlete Jun Tazawa

iction! Project
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Staffing SBU

The Staffing SBU's purpose is to contribute to society by providing mainly temporary job opportunities
to as many people as possible. The social value we provide is best described as offering “Opportunities
for Life” around the world to people from all walks of life. We do this by offering them work and career
opportunities and at the same time helping enterprise clients establish an effective workforce to

continuously move them forward.

Today our operations span the world: North America, Europe, Australia, and Japan. We provide staffing
services in a wide range of markets, such as clerical, industrial, medical and technical. In addition to
temporary staffing and permanent placement, we offer solutions for professionals with highly specialized

expertise, such as IT, engineering, finance, and legal.

In Japan, our Staffing business provides a broad range
of staffing solutions across all industries and professions
- e.g., clerical, industrial, engineering, and IT. With our
brands, Recruit Staffing and Staff Service Group, we are
the leading player in the staffing market in Japan with a
presence in all major cities.

In the North America region, our Staffing business is
active with Staffmark Group and The CSI Companies.
Staffmark Group is a family of staffing brands in the
US and Canada, providing staffing solutions for small
businesses as well as large companies. Individual
brands include: Staffmark, Advantage Resourcing,
Advantage xPO, and the Atterro companies. Each

In Europe our Staffing business is positioned in the
Northwestern region, with staffing activities in Belgium,
France, Germany, the Netherlands, and in the United
Kingdom. With Start People, Unique, Secretary Plus,

In Australia, our Staffing business is represented by
the Chandler Macleod Group. It offers a broad range of
staffing services from various well established brands,
and provides a variety of opportunities for job seekers.
The Chandler Macleod Group spans the Asia Pacific

Recruit Staffing is particularly strong in providing clerical
job opportunities, especially in metropolitan areas such
as Tokyo, Osaka, and Nagoya. Staff Service Group
provides a wide range of job opportunities, with

its strong relationships mainly with local companies
including those in smaller cities across Japan.

providing expertise, connections, and technology to
connect job seekers and enterprise clients.

The CSI Companies designs staffing solutions for
companies across a wide range of industries focusing
on professionals in IT, finance, healthcare, pharmacy,
and office. It has a leading position in the professionals
market in the Southeast region of the US.

USG Professionals, and Advantage Resourcing as

our main brands, we have built strong local networks to
serve job seekers and enterprise clients across the
countries in virtually all market segments.

region, including Australia, New Zealand, China and
Singapore. Chandler Macleod Group’s brands include:
AHS Hospitality, Aurion, Chandler Macleod, Peoplebank
and Vivir Healthcare.
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M | d'term Strate gy In the Staffing business, we will aim to improve adjusted EBITDA margins™
by continuing to focus on operational efficiency.

Our Japan operations have high profitability in the global staffing industry,
and we will focus on maintaining its profitability. We will further aim to improve
adjusted EBITDA™ margin in our operations in North America, Europe and
Australia by further implementing the Unit Management System (see p60).

EBITDA and EBITDA margin

EBITDA (billions of yen) Japan Overseas
@ EBITDA Margin
7.9%
6.3% 56% 398
o2 389 :
43,0 6>
338 — e
51% =

294 4.9%

FY2016 FY2017 FY2018 FYe0l6 FY2017 FY2018

Revenue by region for FY2018

Europe Japan
North America 3 8 8 Z 5 4 2 5
2042 ' '
, billion yen billion yen
billion yen
Australia
1552
billion yen

*! Adjusted EBITDA = operating income + depreciation and amortization (excluding depreciation of right-of-use
assets) + other operating income/expense. 58

*2Sum of the individual companies sales before consolidation adjustments for North America, Europe and Australia.
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The Staffing Leadership Message

Creating a smart and agile organization

to contribute to society

The Staffing SBU is uniquely positioned to meet the
needs of both job seekers and employers through
leveraging decades of experience of relationship
building.

Investment in our employees and productivity
improvements are key factors in delivering outstanding
services for our agency workers on assignments and
enterprise clients. We will continue to improve upon
our commercial and operational excellence and are
committed to delivering meaningful added value to
our stakeholders and society in order to meet their
changing needs and expectations.

Our operational priority —productivity improvement —will
be realized through the leveraging of our strong local
market positions with a clear focus on value over volume,
driven by our Unit Management philosophy. This applies
not only to our existing products and services, but also
will help guide us as we work to establish new revenue
streams. This strategy, together with our empowered
employees, will strengthen our competitiveness while
supporting the transformation of the Staffing SBU into
an agile, technology-driven business to meet job seekers
and enterprise clients’ needs and to have an increasingly
meaningful impact on them.

Rob Zandbergen
Head of Staffing SBU

Our focus within our global network is to add value to
society. This is also at the heart of our business as we
aim to provide opportunities to people from all walks of
life by finding a workplace where they are safe, happy,
rewarded, trained, and developed. In line with this, we
consider respecting and advancing human rights an
essential part of our daily business.

Being aware of our responsibility, we take a proactive
approach to supporting and respecting the prosperity
of people and the protection of their rights, independent
of race, gender, religion, social status, or any other
characteristic, within the context of our activities and
operations.

With our position, we have the opportunity to provide

a meaningful impact upon the lives of hundreds of
thousands of people who currently face barriers to
employment, and by extension, their families and
communities. Within our staffing business, we also have
many initiatives that help improve the lives of people
who face barriers that leave them at a distance from
employment. Examples include activities and projects to
support immigrant populations, people with disabilities,
veterans, and minority groups in finding jobs.

With this approach, our Staffing SBU is strategically
positioned to deliver upon its commitment to society,
while maintaining sustainable growth in the years ahead.
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Strategy execution within the
Unit Management System

A crucial element in the success of the Staffing SBU,
whose business spans many countries and regions, is
the localization of products and services to fit the needs
of individual markets. To do this, we have introduced the
Unit Management System, a style of management that
provides individual businesses with the flexibility to
make decisions based on their deep knowledge of

local client need and market situation.

The Unit Management System divides an organization
into small units based on differences in the markets they
serve. Each unit is regarded as if they are a standalone
company and the Unit Manager is given authority to
make decisions. This arrangement allows each unit to
devise and execute actions to implement our strategic
priorities effectively for each market, with the aim of
maximizing their local profits.

Unit Management System

o
CEOA———*‘II.I

Responsible for
EBITDA margin * Each group is divided into units

This system is designed to enhance the sense of
ownership by the person responsible for each unit by
giving discretion to promote higher-quality decision
making.

In addition, common challenges and solutions in global
markets are categorized and shared within SBUs in
order to align each unit’s strategy to our overall strategy
quickly and simply, and to maximize each unit’s ability
to create value for their clients.

As each unit implements this process, productivity and

profitability will improve and contribute to productivity
improvements for the entire SBU.

Results

improvement of each e Authority is handed to each unit manager 1. Improvement in productivity

operating company in
the Staffing SBU

Unit
Manager —

unit's EBITDA margin

improvement

High Business Transparency

Responsible for each Unit A Unit B Unit C

® Clear Task Prioritization

e Continuous effort to achieve
goals

* Increased motivation

2. Human resources development &
. retention
Unit D

3. Ability to respond to environmental
changes

e Each unit makes its own statement of profit and loss (PL)

* PL/KPI of each unit are shared throughout the company
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Case studies
The Unit Management System

With almost three decades in the industry, Peoplebank, a Chandler Macleod Group company,

is South East Asia and Oceania’s leading IT and digital talent solutions provider. Peoplebank
joined Recruit Group in 2015, and its implementation of our Unit Management System (see p60)
demonstrates the effectiveness of this approach in managing our group companies.

In Australia, the IT recruitment market has had lower margins than elsewhere, and in

2014, when Peoplebank was proceeding with its own previous M&As’ post-acquisition
integration, the market experienced a significant decline. It was then that Peoplebank began
implementing the Unit Management System company-wide while refocusing on its core services.
All 35 top managers took part in Unit Management workshops, and subsequently, the company
has implemented significant changes. These include the simplification of its cost-allocation
methodology, re-alignment of short-term incentives with EBITDA, and the open publishing of
unit results every month while implementing incremental measurements weekly. Since 2015, the
company’s EBITDA margin has almost doubled. Today at Peoplebank, the Unit Management
System has become a core part of basic training for new hires. “The system has helped drive
Peoplebank’s business foundation with a high-performance culture,” said Peter Acheson,
longstanding Peoplebank CEO, and now CEO of Chandler Macleod Group. “Making small
incremental improvements is the only way to get there.”

Case studies
Supporting the challenges faced by the young
“Freeter”™ class through engineer dispatch

In Japan, the combination of an aging society and favorable economic conditions has led to a

shortage of workers in many industries. This situation is especially acute in the IT sector, where

it is estimated that by 2030 there will be a shortage of up to 790,000 workers.? At the same time,

there are approximately 1.4 million people under the age of 35 who are currently working as
“freeters” that find themselves struggling to form mid- to long-term careers and achieve incomes

above a certain level.?

In a bid to help meet the needs of both job seekers and employers, in 2012, Recruit Staffing
Information Services started an engineer dispatch service. Under this program, inexperienced
engineers—including members of the young freeter class—continue to receive training while
gaining experience at client businesses through our Career Design Style program. Rather than
setting the number of job matches as a measure of success, we focus on post-job matching
management indicators of the engineer’s career development. We work with clients to provide
OJT* which leads to professional licenses, and have developed a scheme for salary increases
based on experience. We have continued to achieve solid growth year after year, and as of the
end of March 2019, the number of our dispatch engineers has exceeded 1,000. Through this
program, we will continue to support young people in building their careers and help clients who
are facing a lack of engineers. In this way, we can bring further value to society by tackling social
problems while also helping individuals to achieve personal growth.

1 “Freeter” is a term used in Japan to describe people who are either unemployed or only work part-time, and was originally used to
refer to young people who deliberately chose a more ‘free’ lifestyle over starting a career.

2 “Survey Results Concerning the Latest Trends in IT Personnel and their Future Estimates--Report, Abridged Version,” Ministry of
Economy, Trade, and Industry (2016)

32018 Labor Force Survey Results” (Ministry of Internal Affairs and Communications, Statistics Bureau) (Accessed on August 31, 2019)

¢ An abbreviation for “On-the-Job Training.” Refers to professional training received at an actual workplace by performing real work.

«pe+ secretary plus
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Case Studies
Our people are the “Plus” in Secretary Plus
USG People Belgium's “Secretary Plus” Brand

Among the many staffing services provided by our group company USG People
Belgium, the “Secretary Plus” brand, which specializes in management support staffing,
delivers exceptional profitability and has one of the highest conversion ratios (EBITDA
divided by gross profit) in the Staffing SBU. In the staffing industry, competition for highly
skilled clerical talent is intensifying. In response to this, Secretary Plus Belgium has
established a clear differentiating brand strategy as well as a detailed follow-up system
to support agency workers. This has led to high satisfaction rates among both agency
workers and enterprise clients. Linda Cappelle, the company’s CEQO, said “Secretary Plus’
‘Plus’ points to the high level of added value that our people bring. The professionalism of
our staff and the enthusiasm of each employee who supports them are key factors in our
business growth, and strong teamwork is the very foundation of our success.”

Risk Management
Sander Weisz Global Director, Risk Management, Legal,
Compliance & Sustainability, Recruit Global Staffing

The introduction of the Staffing SBU Risk Management Committees in 2017 has had the
positive effect of focusing everyone’s attention on the key risks that require mitigating action.
Discussions held in the Staffing SBU Committee are subsequently reported to the Risk
Management Committee of Recruit Holdings.

Our Staffing SBU has operating companies around the globe, and to effectively manage

the risks that they face in the course of doing business, each operating company has its
own Risk Management Committee which holds regular meetings. A representative of the
SBU Committee attends these meetings and then shares the outcomes at SBU Committee
meetings for review and discussion. In this way, the Risk Management Committees within
the operating companies help our leadership teams focus on the risks that require mitigating
action, helping us realize our goals securely and efficiently.

In addition to this reporting system, each operating company is responsible for establishing its
own risk management systems based on Recruit Group’s policies and the SBU’s guidelines.
They periodically report to the SBU Headquarters’ risk management department on specific
risks that are unique to their local operating environments.

One of our most important operational risks is the frequent changes in labor laws all around
the world, and it is essential that we comply with all updated laws and local legislation.
Another priority is ensuring that our cybersecurity and data protection policies and systems
are managed extremely carefully in order to control risks in these sensitive areas. Overall, our
role as the risk management department is to support and assist each operating company
within the Staffing SBU in executing its strategies to help realize our collective goals.

For further information on Recruit Group’s risk management, see p79/80
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Sustainability at the Staffing SBU

Our activities to help promote a sustainable society

Refugee support activities in Myanmar

The Staffing SBU plays an integral role in the SDGs
Domino Effect (see p25 for details). By working to
create optimal matching between candidates and
clients, which directly leads to “SDG 10. Reduced
Inequalities,” we are also contributing to the
achievement of “SDG 5. Gender Equality.” This is
particularly the case in countries and regions where
female participation in the labor market is low. Through
this, we can also contribute to “SDG 8. Decent Work
and Economic Growth.”

Additionally, we firmly believe that it is important to
protect the human rights of all stakeholders, including
temporary agency workers as well as our management
and employees, and ensure diversity and inclusion while
operating our services. On this point, we adhere to the
United Nations Guiding Principles for Businesses and
Human Rights”, and continue to raise the standards of
our services, including our Staffing business.
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Advantage resourcing &
Staffmark - career support

e Supporting the Careers of Military Service
Members and Veterans. Provide career assistance
such as resume writing and partnering with
external organizations.

e Supporting Refugees. In addition to technology
and housing assistance, we helped over 300
refugees from Myanmar, providing training and
assistance with finding jobs for those who met
certain criteria in the US.

Chandler Macleod - contributing
to client companies’ diversity

Chandler Macleod is dedicated to contributing to client
companies’ diversity. For one of their clients, a solar
farm company, Chandler Macleod partnered with six
local community groups to provide training programs
for a diverse range of workers, helping to successfully
match multiple candidates including those from
indigenous populations, mature workers, long-term
unemployed, and female workers.

A local community support event

Recruit Staffing - supporting
students from overseas

In recent years, the number of undergraduate and
postgraduate foreign students has been increasing, but
it has not always been easy for them to find suitable
jobs after graduating school. To help support them in
their careers, Recruit Staffing created a service that
provides foreign students with opportunities to work
and develop professional skills while still in school.
Since the service was launched in 2015, approximately
500 foreign students have been employed by
approximately 120 companies across Japan.

Advantage Resourcing -
education on human rights

Advantage Resourcing organized a number of free
seminars and events for clients to address key
employment human rights issues such as the Modern
Slavery Act, as well as regular employment law seminars.

USG People Germany -
renewable energy

In Germany, while approximately 30% of power is
generated from renewables, at USG People Germany,
100% of energy consumed is sourced from renewables,
translating to an annual saving of 232 tonnes of CO,.
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Recruiting for a solar energy project in Australia

64



