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Business Strategy

The Brains behind the Company-Leased Housing Strategy

We aim to establish a position as the brains behind the company-leased housing strategy, a partner that works to resolve issues

related to company-leased housing for client companies and to become the first company that comes to the clients’ mind for all

matters related to company-leased housing.

Corporate sales policy as the brains behind the company-leased housing strateqy

We view the Leasing Business as social infrastructure and provide
stable rental housing to corporate and individual customers. Especially
in corporate contracts, we emphasize our role as the brains behind
the company-leased housing strategy, which provides comprehensive
solutions to all issues related to company-leased housing, somewhat
like a company’s main bank, and aim to position ourselves as a
trusted partner rather than merely a regular supplier.

To this end, we believe that the most important point is to have
clients management understand the value of utilizing our company
through working together and demonstrating the track record of

relationships of trust with customer companies. To build long-term
partnerships, we also strengthened our sales structure by establishing
additional sales departments, mainly in the Tokyo metropolitan area.
Furthermore, we are developing solution sales to comprehensively
resolve issues related to corporate housing for corporate customers by
thoroughly implementing strategies per customer tailored to individual
characteristics and needs.

For this fiscal year, we have set a numerical target of increasing
corporate uses by approximately 9,000 units. Our medium- to long-
term goal is to speedily achieve an occupancy rate of over 90%, and

operational efficiency and cost reductions. Specifically, the President to do so, we will continue our efforts to establish ourselves as the

and Sales Department heads are leading top-level sales in solidifying brains behind the company-leased housing strategy.

Steady expansion of corporate contracts

We aim to establish ourselves as the brains behind the company-leased

Number of units used by industry
housing strategy to our corporate customers, and our efforts have (Units)

. . . 296,301 300,482
led to an increase in the number of corporate contracts and their

272,566 26,814 280,811
composition ratio of sales. As of March 31, 2024, 42,335 companies

had signed corporate contracts for 300,482 units, marking a largest

level of units ever in use. Among these, by business type, the staffing

& outsourcing and hospitality industries are showing solid growth. In

particular, the hospitality industry has seen a significant increase due

to increased demand for corporate housing following the relaxation Y2010 2020 - 2022 2023

of COVID-19 regulations. Meanwhile, the construction industry, which
Construction Staffing & outsourcing Wholesale/retail Manufacturing Others

accounts for a large percentage, is experiencing sluggish growth in the Service ' Hospitality ™ Transportation

building field, so we hope to expand coverage to the entire construc-
tion industry by newly focusing on the civil engineering field.

We will assess economic trends in each industry and conduct sales activities.

Yuki Matsumura, Group Manager, Corporate Sales Promotion Office

Demand for company-leased housing fluctuates according to the economic trends in each industry, and
we believe it is important to roll out sales activities based on such fluctuating cycles. To this end, we have
designated logistics as a new industry of focus for sales activities in addition to our ongoing focus on the
staffing, construction, hospitality, and retail industries.

The logistics industry, which faces the 2024 issue with stricter regulations on overtime for drivers,
is required to secure human resources and implement work style reforms. Given such an environment,
a major issue for companies is how to arrange for housing for their employees, and we believe that
our service, which is for single persons, furnished, and requiring no key money deposit, can significantly
contribute to solving the company-leased housing problem in the logistics industry, so we have
included it among our industries of focus. In terms of regions, we are strengthening sales in the Tokyo
metropolitan area, where there are many potential corporate customers.
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Business Strategy

Strengthening EffortstoAcquire Foreign National Customers

We provide consistent support from apartment search to post-occupancy services for foreign nationals who feel anxiety in finding a

home in Japan in unfamiliar conditions.

uojjeal) anjea s, | zadejedoa

Foreign national users account for about 10% of the total number of units used

The influx of foreign workers has been rising against the backdrop of

Japan'’s labor shortages, among other factors. Over the past decade,

we have also seen an upward trend in the percentage of foreign o %12
national customers. Subsequently, due to the impact of the COVID-19 Units in use %
pandemic, there was a temporary decline, but with the subsiding of (Units) W ndividual contracts Corporate contracts Lg
the pandemic and the easing of entry restrictions, foreign national 20000 Z
customers are once again showing an increasing trend. 40,000 é
As of March 31, 2024, the number of units in use by foreign 1000 2“
national tenants totaled approximately 47,000, including 24,000 5
units under individual contracts and 23,000 units under corporate 20,000 E%
contracts, representing 9.7% of the total number of units in use at our 10,000 %
properties. This is the second largest segment following the number of
units used by corporate customers. We believe that, given the ongoing ’ Fv2018 | FY2019 | FY2020 | FY2021 | FY2022 | FY2023

shortage of workers in Japan and the need for better properties to
improve the treatment of foreign national workers, demand will con-
tinue to grow, so we will focus on gaining foreign national customers.

Leopalace21’s strengths

Leopalace21 offers multilingual support in five languages on its apartment search website, which serves as a portal for expanding use by foreign
national residents. In addition, we have established five IFCs (International Front Centers), which are sales offices exclusively for foreign national
customers, in Tokyo, Nagoya, Okayama, Osaka, and Fukuoka. Customer service for tenants by phone is available in five languages. Our strength lies
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in an established service framework that makes it easy for tenants to find an apartment and live without anxiety.

Dedicated to foreign
national customers

Establishment of IFC

Apartment search website Customer service by phone

Available in five languages Five languages

Juawabeue|y Ajiqeureisng g

The flexibility to choose from short-term to long-term contracts is also appealing.

Zhang Hao, Section Manager, International Contact Center, PM Sales Promotion Department

There are a wide variety of reasons why international customers choose our apartment units. First, the
apartments are fully furnished and equipped with home appliances, which greatly reduces initial costs
and efforts when moving in, and internet access is available from day one. Second, we offer 24-hour
multilingual support so that tenants can start the new chapters of their lives without being bothered

by language barriers. In addition to these advantages, the flexible contract terms, from short-term to
long-term, are very convenient for international customers who are staying for study or short-term work.
Recently, international students and skilled workers from Asia have shown an increasing trend, and

in the business sector, stays related to multinational corporations and startup projects are on the rise.
Moreover, there is growing demand for long-term housing due to the increasing number of young people
using working holiday visas and foreign nationals obtaining family residence or permanent residency.

uon3s eeq

Leopalace21 Integrated Report 2024 42



Business Strategy

Leopalace21’s DX Vision and Strategy

We aim to build a sustainable, flexible business foundation by advancing DX and responding swiftly to changes in society. DX is

an initiative to leverage digital technology to innovate business processes and enhance competitiveness. We aim to enhance the

customer experience, maximize operational efficiency, and create new business models through DX.

Themes and initiatives for promoting DX

Since being recognized as a DX-Certified Company in 2022, we have been collectively working to be selected as a DX Stock by 2025. To this end, we
have been implementing DX based on the following three themes:

L eopalace 21

DX VISION: Create new value by offering advanced solutions

for meeting people needs and expectations through DX.

Aim to be selected as a DX Stock by 2025, following our recognition as DX certified in 2022.

DX for
business transformation

We will fundamentally
review and innovate our
business models and
processes for our existing
businesses, particularly the
Leasing Business.

DX for value creation

We will implement
initiatives that leverage
digital technology to create
new value, as well as create
new added value as a
company to establish
competitive advantages.

Expanding DX promotion across Leopalace21 and Group companies

DX for human resources

and organizations

We will aim to increase our
employees’ knowledge of
digital technology and
create an effective, flexible
work environment for
business transformation and

new value creation.

Initiatives for DX for business transformation

In terms of DX for business transformation, we are working to achieve data-driven management, assurance of product quality and added value, and
strengthening of relationships with business partners under the aim of evolving into the Leasing Business that customers continue to choose.

Example initiative for DX for business transformation

i E OBl Automation of rent income status reports after move-in

When rent income and expenditure
statuses are visible, it's easy to
develop countermeasures.

&

Property owner inquiry information,
occupancy information, rent income information,
and use of parking lot information

I
14

il

Property
owner

* Occupancy information
* Rent income status
« Information on responses to problems

Other services

| can see the effects of sub-divided
real estate! | want to invest in.

9
BEN

Property owner

%

Property owner

Sales
representative

| found one matching
case with my
specified conditions!
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Information indicating the statuses of
property owners’ properties

Investment in sub-divided real estate
and property owner matching

Information on projects seeking cases in
accordance with Act on Specified Joint
Real Estate Ventures

Tax-saving benefits information

ion on requests for i
in sub-divided real estate

Next-generation property owner
candidate information

Desired conditions for real estate/
asset succession
Information necessary for procedures

Initial sales

Real estate information and
property owner information

(owned assets, family members, etc.)
¢

)

Income and expenditure simulation based on
asset and design information

| can picture it. My interest is
considered. | know the risks.

B A

€

Information necessary for owner
decision-making

Sales Property
representative owner
 Design image
 Proposal options (subleasing/sub-divided real estate/

v

Property
owner
Platform

Inspection data, construction progress,
and change information
&

buying/selling/asset succession, etc.)
* Estimate
 Income and expenditure plan
* Asset management simulation

Visualization of the current construction status

€

Property owner's current status
¢

On-site
camera

Construction Understanding the

€

Information needed for communication
during construction

manager situation is easy.
Highly transparent basis for
% @ changes and inspections.
Sales Property

representative owner
« Construction progress

v

 Sharing of construction status and fee changes
* Inspection results



Initiatives for DX for value creation

In terms of DX for value creation, we will implement initiatives that build on our existing Leasing Business by leveraging digital technology to create
new added value as a company while working to establish a competitive advantage. We will proceed with the development of new services by
leveraging open innovation with external partners and utilizing the latest digital technologies.

Providing an environment where tenants can live safely and comfortably will strengthen our competitiveness and accelerate our efforts to expand

business outside the company.

Farmer  Restaurant

Farmers and restaurants offer products at low prices,

helping to reduce food waste. Tenants can unwind physically and

mentally through si ing and
" leisure activities.
% Delivery /
Itis possible to develop P"?dum 'a'lﬂf?d to? a = Financial, insurance, and tourism services tailored to tenants
the preferences of tenants in each region. Hxn can be proposed (available on a corporate basis as well).
Hospilali = E} Travel  Financial/insurance
i i iders
Remote = . . PVOPOS&' of agencies service provi
medical care —@ _ SE Eg services
= - . s o
. A ¢ Suggestions based on health conditions and . : i
Electronic health records 5§ |2 o delivery suggestions tailored to i 1 Health information is collected through ¥ Tenants’ personal data such as
(health information, etc.) of & & £ H
tenants can be a((e’ssed H & tenants’ physical states can be provided. + wearable devices and installed sensors. i health information, can be checked.
: & Remote medical care appointments can also be made.: + H
Main data utilized — Main technologies utilized

Tenant attribute Tenants’ company | Tenants’ medical- Tenants' food R e EEEs Remote
data data related data service-related data 9 medical care

Initiatives for DX for human resources and organizations

In promoting DX, we are focusing on building a new organizational structure and developing talent. As part of this effort, we have introduced a DX

leader development program to foster the next generation of leaders.

Additionally, we are focusing on securing diverse talent, and promoting DE&I (Diversity, Equity, and Inclusion). We have created an environment
where members from diverse backgrounds collaborate through actively recruiting top talent both internally and externally. We also regularly conduct
training aimed at promoting DE&I as well as fostering a culture in which all employees understand and respect the importance of diversity. We aim
to foster the next generation of digital professionals by strengthening initiatives that support active participation of people with diverse perspectives,

including women and individuals with disabilities.

Business Division A Business Division B Business Division C Business Division D

____________________________________________________________________ 9

0g_o® 0 _0® Forming of 0g_o® g 0% |
@ . . o . . [ ) () !
l project teams across . . . . 1
.“ .“. business divisions l“. l“. i
e L | e - == = = I e S o 8 P EE| L e e
DX Assignment
O? Training for Dlscover_y of Job rotations In-h_uuse é of humar!
R potential = @ =#| recruitment resources in
“ leaders system & & business
resources divisions
¥ % *

HR policies are implemented across the entire company and in each business unit by
referring to proposals made by Al after it analyzes accumulated human resource data.
Users must understand the content and structure of Al analysis and proposals, as well as how to utilize them.

Human resources data _ Technology

W o E 2~ 9

K[

Work history Information E-learning training [l Performance appraisal i Health management
Development plan on skills management (MBO, OKR) Stress checks

Outlook

At Leopalace21, we have identified three key themes as domains for driving DX. In addition to promoting initiatives in each domain, we will work to

enhance the overall synergy effects.

Our ultimate goal is, beyond achieving the ideal state outlined in each roadmap, to establish a sustainable, flexible business foundation that
enables us to respond quickly to the rapid changes in society. Additionally, as we introduce new technologies and partnerships to create new mar-
kets, it is essential to manage external factors such as regulations, standards, and social norms that are deeply rooted in society. To address matters
in which we lack experience or knowledge regarding building external environments, we plan to utilize external expert resources.

Through these initiatives, we will establish leadership in the industry and attain sustainable growth by driving DX initiatives.

Leopalace21 Integrated Report 2024
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Business Strategy

Structural Reforms

Transitioning to a lean earnings structure through structural reforms

By continuously working on fundamental reforms such as cost control and strengthening the profitability of our core Leasing

Business, we have improved our financial position and achieved a lean earnings structure.

A higher operating profit margin than immediately prior to the construction

defects problem coming to light

Due to the construction defects problem surfacing and the impact of
the COVID-19 pandemic, we experienced operating losses for two
consecutive fiscal years in fiscal year 2019 and fiscal year 2020, but
by implementing structural reforms, we returned to positive operating
profit in fiscal year 2021. Improvements in the quality of contracts,
including the review of existing plans, along with cost control
measures such as revising both costs and SG&A expenses, contributed
to our posting of an operating profit margin in fiscal year 2023 that
exceeds the level of fiscal year 2017, which was immediately before
the construction defects problem was discovered.

Operating profit ratio
(%)

FY2016 FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023

Improved average unit rent for new contracts through the price-focused strategy

Although the average unit rent for new contracts remained at a low
level until the first half of fiscal year 2022 as part of our efforts to
improve occupancy rates, the shift to a price-focused strategy in the
second half led to the improvement. In fiscal year 2023, we flexibly
adjusted the price-focused strategy for leased properties to align
with each area'’s characteristics, and, supported by strong corporate
demand and the success of various initiatives, the average rent for
new contracts has trended above the levels seen in fiscal year 2017,
immediately before the construction defects problem coming to light.

For fiscal year 2024, we aim to maximize revenue by executing a
revenue optimization strategy with an improved occupancy rate and
appropriate pricing levels.

Occupancy Rate and Average Unit Rent for New Contracts (Index)

Average unit rent for new contracts
(Apr 2016 set as 100)

Occupancy rate (%)

95 —Occupancy rate = Average unit rent for new contracts 105
90 100
85 95
80 90
75 85

FY2016 ' FY2017  FY2018 | FY2019  FY2020 FY2021 FY2022 FY2023

Decreased cost of sales and SG&A expenses by cost optimization

The suspension of new orders in fiscal year 2019 led to a reduction
in the cost of sales in the Development Business, and factors such
as curbing future property maintenance, a decrease in the number
of units under management, and the contractual adjustments of
master-lease rent contributed to a significant decrease in the cost of
sales from fiscal year 2017 to fiscal year 2023.

Regarding SG&A expenses, personnel expenses decreased by
approximately JPY 19.6 billion from fiscal year 2017 to fiscal year
2023. In addition to the company-wide SG&A expenses reductions
that have been ongoing since fiscal year 2018, we have continued to
reform our earnings structure, including the voluntary retirement of
1,067 employees implemented in August 2020 and the consolidation
of 80 leasing sales offices from fiscal year 2020 to fiscal year 2021.

Leopalace21 Integrated Report 2024

Cost of sales SG&A expenses

pown JpY 80.9 billion ~l¢

434.7 (JPY billion) (JPY billion)
\> 353.8
731
\ 55

1

FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023

Down JPY 27.6 billion ol«

FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023



Business streamlining by focusing on the Leasing Business

We have positioned the Leasing Business as our core business and are promoting structural reforms, including a review of our busi-
ness portfolio. Aiming to maintain a lean corporate structure over the medium to long term, we are divesting or withdrawing from

non-core businesses.

Change in the net sales segment breakdown

Since the global financial crisis, we have shifted to a stock business centered on the Leasing Business, aiming to achieve a stable earnings structure
over the medium to long term. Sales of the Leasing Business, which accounted for 45.6% of total sales in fiscal year 2008, rose to 82.0% in fiscal
year 2017, and the percentage of sales from the Leasing Business rose further to 96.4% as the Company stopped accepting new apartment contract
orders following the construction defects problem coming to light in fiscal year 2017.

FY2008 FY2017 FY2023
. S Immediately before the construction After the construction defects
Before the global financial crisis . . . .
defects problem coming to light problem coming to light
5.4% 2.4% 1.1% 3.3% 0.3%
49.0% 45.6%
’ a ’ 14.4% ‘{ 82.0% a( 96.4%

Net sales

1pY 422.6 billion

Net sales

spy 530.8 biltion

Net sales

spy 733.2 billion

M Leasing [ Development [ Elderly Care [ Others

Changes in Group Companies

While continuing to liquidate Group companies related to non-core businesses, we have established Leopalace Green Energy to offer Leopalace
Green LP Gas and Leopalace Green Electricity, both of which have virtually zero CO2 emissions.

End of May 2018 End of March 2024

ASUKA SSI
Tenant household contents
insurance

Leopalace Leasing Corporation  Plaza Guarantee Co., Ltd.

Corporate housing agent Rent guarantee ASUKA SSI

Leopalace Leasing Corporation  Plaza Guarantee Co., Ltd. Tenanthoucenold contents

Leasing Business Corporate housing agent Rent guarantee Pe——
e e T G Leo_palace21 Busliness Wouri‘ & Leo PMC Co,, L_td.
Power generation Consulting (Shanghai) Co., Ltd. ~ Leasing management in Leasing Business
Tenant recruitment South Korea
Leopalace21 (Thailand) LEOPALACE21 VIETNAM Leopalace21 (Cambodia) Leopalace Power Corporation Leopalace21 Business Leopalace Green Energy
Co., LTD. Co.,, LTD. Co., Ltd. Power generation Consulting (Shang!lai) Co., Ltd. Cor_poratlon
Real estate brokerage and Real estate brokerage and Real estate brokerage and Tenant recruitment Environment
referral in Thailand referral in Vietnam referral in Cambodia

International LEOPALACE21 PHILIPPINES

Business PT. Leopalace Duasatu Realty

Leopalace21 Singapore
Real estate business in i

Leopalace21 Singapore

Real estate referral in the Investment consulting International

Philippines iz business Business (e i)
Investment management
Enplus Inc.
Relocation management
Development Morizou Co., Ltd. Life Living Co., Ltd. Lléizptarljscte :r::s:egf'e’sl;ﬁé E'de")/ G Alzu Llife GIe Co:, i
Business Custom-built homes Property development Business Elderly Care Business
management trust
Elderly Care Azu Life Care Co,, Ltd.
Business Elderly Care Business
. Leopalace Guam Corporation Leopalace Smile Co., Ltd.
Other businesses R busi Special subsidi
(9= Leopalace Guam Corporation WING MATE CO., LTD. Leopalace Smile Co., Ltd. esort business RECIUSYDSIIAY
other businesses Resort business Business travel management Special subsidiary
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