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Preparing for a New Stage

1849  Established as private business

“Sangetsu - Do” “Our First Phase”
(about 100 years)

1953 Re-established as a

corporation
SANGETSU CO., LTD “Our Second Phase”

(about 60 years)

2014 Mid-term Business Plan

2014 - 2016

Next Stage Plan G “Our Third Founding Phase”

= In the approximate 100 years from 1849 till 1953 of “Our First Phase” since Our Company was

founded, we operated as a family owned business.

= In the following approximate 60 years of “Our Second Phase” after our transition to become a
corporation in 1953, we developed the interior products business and

became a leading supplier of interior products in Japan under the strong leadership of

the Hibi Family.

= In “Our Third Founding Phase”, which started along with the current Mid-term Business Plan,
Sangetsu committed itself to achieving further strong growth as a real listed company with the
active participation of all of its employees.
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Mid-term Business Plan, 2014 - 2016

Next Stage
'Plan G

In the 3 Years of Our Plan, We Seek to

® Restructure and Fortify Our Corporate
Structure

® Invest and Prepare for the Future Growth

® Innovate and Create Our Next Stage



SANGETSU’s Vision

Changes of Corporation

Fortify Our Structure and Human Resources Systems

Review Management and Operational Rules

Expand Existing Businesses and Implement New Strategies

Improve Our Reputation with Stakeholders

. . Improve Our
Leverage Mid-term Business Plan Reputation
Growth of with

Stakeholders

the Industry

Next Stage Plan G

Improve Our
Reputation
with Business
Partners

Improve Our
Reputation
with Society

@ Raise Employee Awareness
| Worki Motivate employees to become more proactive, and to
mprove orking actively participate in management Stockholder’s Profits
Environment @ Comprehensive bottom-up approach to @ .improve profitability
management, with a high priority placed Improve corporate value
Improve Worker ;‘ upon customers and products

Satisfaction ‘ Social Contribution
Changes of Employee \\\W/“j
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Part 1: Past and Present Conditions
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(2 Details of Consolidated Sales b

Consolidated Net Sales (100 millions yen)
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@ Details of Sales by Interior Business Segment Products
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Operating Income Consolidated Net Sales
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| ®Non-Consolidated SGA
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| ® Consolidated Net Income and ROE

Consolidated Net Sales
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Part 2. Basic Policy and Specific Strategies



Reconstruction of Our Corporate Structure

New investments, replacement of logistics, office facilities

Renewal of our IT system
Investment in human resources

Fortification of Our Interior Business

Expand sales in the realm of renovation (Residential / Non-residential)
Enhance product lineup in the non-residential realm

Fortify the flooring product lineup

Restructure the curtain fabrics business

Focus on New Business Sectors

Expand businesses into neighboring business realms
Improve profitability of our consolidated group

Global Expansion
Develop businesses in overseas markets
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Mid-term Business Plan, Specific Strategies

1) Facilitate a Corporate Structure to Allows Active Participation
by Employees

A. Review of our corporate structure

B. Introduce new HR system and rules

C. Review of organization operational rules
D. Renew our IT systems

2) Restructure Our Business Strategy

A. Expand our existing businesses
B. Promote new growth strategies

3) Improve Our Reputation with Stakeholders

A. Review our capital policy and IR strategies
B. Focus upon corporate social responsibility activities
C. Promote environmental management

4) Succeed to Our Corporate Philosophy and Principles

B-3



Mid-term Business Plan, Specific Strategies:

1) Facilitate a Corporate Structure to Allow Active Participation by Employees

A. Review of our corporate structure and its aim

Structuring Sales System | = — i

Enhancing Sales for
Owners, Architects,
Designers

Enhancing Sales in
Capital Region

Board of Director

President

Promoting Consolidated

Management and

New Business

Office of the
President

Management Audit
Dept. °

Sales Group

Corporate Sales Dept.
/7

’ Hokkaido Branch Office

Tohoku Branch Office

Tokyo Branch Office

Kita-Kanto Branch Office
Chubu Branch Office

Kansai Branch Office

Chugoku/Shikoku
Branch Office

Kyusyu Branch Offi

D

New Business

ing Top

in terms of

-IR
-Corporate Plannning
-Business Reengineerning

Reinforcement of Legal
and Audit Capability

Over Seas N

p

Division

D

General affairs

Dept.

Sun-green Co., Ltd

_|

'YAMADA SHOMEI LIGHTING CO., LTD |

[ Sustaining product variation as a

"Total Interior Company "

Product Devel

and

[ Product Design

1
Marketing Dept.

1
Divisionhalized Organization

Human Resources
Dept.

Accounting Dept.

IT Dept.

Logistics Dept. @

Quality Control
Technology Dept.

[Segmentize the Revenure Control] Segmentize the Authority

Construct a integrated
Responsible Organization
through Planning, Purchasing,
Sales.

Each

Dveloping

Marketing / Promotion Strategy

Definitize the Revenue
Responsibility for

Division

Executing Overseas
Growth Strategy

Logistics Policy

t Develop Macro and Micro J

Enhancing the Quality
Control and Technology
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Mid-term Business Plan, Specific Strategies

1) Facilitate a Corporate Structure to Allow Active Participation by Employees

B. Introduce new HR system and rules

® Implement reforms of the assessment and promotion systems
® Introduction of new compensation systems

® Increase workplace diversity by promoting female employees in a
wider range of job applications

® Expand recruitment of experienced personnel and midcareer hires

® Fortify training and education

B-
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Mid-term Business Plan, Specific Strategies

1) Facilitate a Corporate Structure to Allow Active Participation by Employees

C. Review and Clarify Organization Operational Rules

® Establish clear organizational goals
@® Reconstruct the budget system

® Review of regulation of authority
[ _

Fortify risk management

D. Renew Our IT Systems
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.~ Mid-term Business Plan, Specific Strategies

2) Restructure Our Business Strategy

A. Expand Our Existing Interior Business
[Marketing Strategy and Policy of Each Business Field)

- Fortifying product lineup

- Collaboration with home builders, construction  New Construction

- Strengthen product development for
hospitals and retirement homes
- Increase nomination awarded by

companies. A owners / architects
New Housing Construction Non-Residential
New Construction
Residential ¢ > Non-
Residential
- : Non-Residential
Residential Renovation Renovation
- Expand renewal business by developing A 4 - Develop products for renovation of
products responses for renovations Renovation commercial facilities
- Collaborating with distributors to capture demand enovatio - Responses for maintenance of
-Providing support to rental house owner for existing office / commercial facilities 57

house distribution



2) Restructure Our Business Strategy

B. Promote New Growth Strategies

a. New Business

@ Extract synergies from and improve the profitability of our Group by
establishing optimized consolidated management strategies

® Interior / exterior business; expanding product range into
neighboring realms

b. Global Business

® Expanding overseas sales of PVC wall coverings and REATEC
(Self-Adhesive decorative film)

@ Cultivate global markets using original products targeting those
markets



Mid-term Business Plan, Specific Strategies

3) Improve Our Reputation with Stakeholders

A. Review Our Capital Policy and IR Strategies

@ Review our capital policy

® Improve transparency, fortify IR activities

B. Focus upon corporate social responsibility activities
® Encourage employees to promote activities that contribute to society
C. Promote Environmental Management

® Development products that are environmentally friendly
@® Improve our environmental branding strategy

® Disclose information on environmental activities
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Mid-term Business Plan, Specific Strategies

4) Succeed to Our Corporate Philosophy and Principles

[Corporate Philosophy: Integrity]
[ The 3 Principles of SANGETSU]

‘nova.
Designs

Our goal is to contribute to society and to enrich the lives of people
through the provision of innovative and high quality interior products.

Highly Fair
Reliable e
Quality Pricing
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Part 3. Quantitative Targets



FY2014-2016 Quantitative Targets

The quantitative targets for FY2016, which is the last year of our current Mid-
term Business Plan “Next Stage Plan G,” are stated below.

FY2016 Targets (consolidated )

Sales: ¥ 140 Billion

Net Income: ¥ 6.3 Billion

Seek to achieve record high profits, while making anticipatory
Investments to facilitate a business structure to achieve future
growth.

C-2



Targets for FY2017-2019

Based upon our current Mid-term Business Plan “ Next Stage Plan G”, we will pursue the
following objectives in the next Three Year Mid-term Business Plan from FY2017-2019
(Ending FY3/20)

@® Maximize earnings through new business cultivation, global business
deployment, and synergy extraction from Group Companies

@® Steadily expand interior business earnings

® Introduce a new capital policy

&

We seek to achieve

ROE: 8%—10%

in FY2019
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