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We will strive to satisfy
workers and unlock their true
potential, creating medium- to
long-term value as their
employer of choice.

Connecting People with Rewarding Work
to Help Realize a Sustainable Society

Open Up Group Inc's Purpose—its reason for being—is to
"open up individual potential through rewarding work.” We
believe that “rewarding work” is the kind that allows each
individual to demonstrate their strengths and expand

their potential.

Work is one of the most important aspects of life in
modern society besides the need for food, water, and shel-
ter, but in reality, not many people are able to find the jobs
that they want. In particular, only a handful of people are
able to find the jobs they are looking for right after gradua-
tion, and the majority of people find themselves hindered
by various gaps when they actually start working. These
gaps can appear in the form of missing skills and qualifica-
tions, a lack of opportunities and experience, or simply a
difference between expectations and reality. Our role in
society as a personnel staffing business is to bridge these
gaps and connect people with rewarding work.

We will achieve growth as a Group by supporting the
career development of our employees, creating opportuni-
ties for people to do work they are passionate about and
increase the value of the work in their lives. | believe this
means no less than helping realize a diverse and prosper-
ous society where people can fulfil their potential.
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I Message from the CEO

Focusing on Worker Experience to Embed
Our Purpose

In fiscal 2023, the fiscal year ended June 30, 2023, the
Group completed its framework for promoting sustainable
management, with our Purpose positioned at the top. In
conjunction with the development of BY25, our medium-
term management plan covering the four-year period from
fiscal 2022 through fiscal 2025, we established the Open Up
Purpose Index, a series of five indicators that allow us to
measure our progress in achieving our Purpose. Additionally,
we have identified material issues, which are issues that
could impact our efforts to promote business strategies,
create value over the medium to long-term, and ultimately
affect our ability to realize our Purpose. More recently, we
have formulated specific action plans to address these
material issues and are incorporating our Purpose and
material issues into the strategies of each operating
company.

However, the truth is there is still a great deal of work to
do in terms of how much employees empathize with con-
cepts such as our Purpose, material issues, and the Open
Up Purpose Index, and whether they apply them in their
work. | believe that for our Purpose to become embedded
throughout the Group, we must help our employees get a
better understanding of what our Purpose is trying to
achieve. The key to this understanding is in the work experi-
ence of each individual employee.

Therefore, to help employees get a real sense that their
efforts are bringing us closer to achieving our Purpose, we
focus on sharing information within the Group. More

specifically, we use our intranet to share achievements
throughout the Group, such as the case where a former
food factory employee changed career and became engi-
neer with our support, and the fact that we have helped
produce the greatest number of people with global cloud
service platform qualifications in Japan. Another important
aspect of this initiative is that we treat these achievements
not only as the achievements of the individual companies
our employees belong to but also as achievements for the
entire Group. This type of information not only inspires
engineers and technicians to try to advance their own
careers but also prompts employees in sales, recruiting,
planning, and administration departments to think of ways
they can support this career advancement.

In this same vein, | believe that our material issues and
Open Up Purpose Index tell us what we need to address to
achieve our Purpose, give us a means to measure our prog-
ress in achieving our Purpose, and provide targets to reach
along the way. At the same time, they give us an opportunity
to reflect upon what we are trying to achieve by promoting
initiatives to address these issues and reach these targets,
and on our very reason for being.

Unlocking Potential Through Career Advancement
and Change

To continue to grow in Japan, a country faced with a shrink-
ing workforce, we must continue to be the employer of
choice for workers. As | mentioned previously, there are
many people with gaps in their work experience. If we offer
services that help employees cross these gaps and thereby

| believe that for our Purpose to become embedded throughout the Group, we must

help our employees get a better understanding of what our Purpose is trying to achieve.

The key to this understanding is in the work experience of each individual employee.
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find the jobs best suited to them, we will increase the
number of employees invested in their duties. As a result,
the companies they are dispatched to will be more satisfied
with their work, which will elevate the Group in the eyes of
society. This virtuous cycle will help increase the Group’s
corporate value and help realize our Purpose.

Previously, the Group built a solid position in the market
by focusing on the early stages of an employee's career, or
the “career-launching” stage, by hiring inexperienced
people, training them as engineers, and dispatching them
to companies. We are proud to count our deep well of
knowledge of hiring and training inexperienced people
among our strengths, and it is a strength we intend to
maintain and build in the future. At the same time, | would
like us to increase our support for career advancement and
career chances for more experienced engineers so that we
remain the employer of choice among job seekers and
employees alike.

This is driven by the desire to unlock the potential of
workers. Even if you strive to build up your career, you limit
your possibilities if your work remains the same
for years on end. Social trends change, as do the knowl-
edge, technological capabilities, and skills required of engi-
neers. To unlock worker potential, we need to provide
opportunities for continued learning—reskilling—and create
a stage beyond career-launching that ensures that employ-
ees with motivation and skills can flourish.

Enhancing Management Capital to Become
the Employer of Choice

An employer of choice must do more than provide basic
advice along the lines of “Try this job,” or "Try that job.” It
must provide constructive advice, training, education, and a
wide range of support services that give workers the
resources they need to develop their careers over the
medium to long term. In addition to recruiting, training, and
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I Message from the CEO

dispatching human resources to meet the needs of our
client companies, we also try to learn what type of people a
company needs in light of its medium- to long-term human
resource strategy, and prove ourselves to be a capable part
of resolving their issues. Put another way, we must improve
consulting both for workers and for client companies.

To that end, we are working diligently to convert informa-
tion into knowledge. For example, when making a proposal
to a client company, it goes without saying that we need to
be well-versed in the industry and technology trends that
apply to that company. This has required the knowledge
and experience of veteran employees familiar with the
industry. In the future, we would like to build a system that
allows us to extract knowledge from an internal database
without having to rely on individual people. If we can use
this database to match client companies with engineers and
technicians with fitting experience, qualifications, and future
career plans, our proposals will be much more compelling
to workers and client companies alike.

When we take a close look at our current work, we find
tasks that are legitimately difficult, as well as those that
seem difficult on the surface but that in reality can be per-
formed by anyone if we take advantage of digitalization
and automation. If digitalization and automation reduce
the time it takes to perform these latter tasks, employees in
sales, recruiting, planning, and administration departments
will be free to take on more difficult tasks, allowing them to
display their abilities and improve their productivity con-
siderably. If increasing their capabilities through taking on
challenges leads to higher evaluations, improved compen-
sation, and better benefits, employees will have a greater
sense of fulfillment and engagement with their work. To
create these conditions, we will make the investments
necessary to digitalize information and convert it into
knowledge while working to enhance our management
capital, which is one of the key sources of the Group's
competitiveness.
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If increasing their capabilities through taking on challenges leads to higher evaluations,

improved compensation, and better benefits, employees will have a greater sense of

fulfillment and engagement with their work. To create these conditions, we will make

the investments necessary to digitalize information and convert it into knowledge

while working to enhance our management capital, which is one of the key sources of

the Group’s competitiveness.

Strengthening Governance

In September 2023, we transitioned from a Company with an
Audit and Supervisory Board to a Company with an Audit
and Supervisory Committee, with the goals of speeding up
decision-making and making our governance system more
effective. Under the holding company structure, one of the
major roles of Open Up Group Inc's Board of Directors is
supervising and monitoring the business status of the
Group's operating companies. Members of the previous
Audit & Supervisory Board did not have voting rights within
the Board of Directors, whereas members of the Audit &
Supervisory Committee are also directors on the Board of
Directors and can be more deeply involved in management-
related decision making. | believe that this is a highly signifi-
cant step toward stronger supervision and monitoring.

The Board of Directors is a platform to discuss not only
current management but also management for the next
fiscal year, the year after, and beyond. To achieve our
Purpose, | would like the Board of Directors to spearhead
future-facing management, with a sharp focus on determin-
ing which matters are important and what types of initiatives
and results we need to pursue.

The Group positions strict compliance with laws and
regulations and information management as key prerequi-
sites for management, and we are promoting initiatives that
emphasize employee education on these topics. This is a

necessary step, because no matter how thorough the rules
are, we need to consider the possibility that mistakes will
occur, and having employees who can notice these mis-
takes is essential for dealing with problems should they
appear. | believe that raising awareness of compliance
among employees boils down to two ideas: “Treat others as
you would like others to treat you,” and “If you think some-
thing is wrong, speak up.”

Increasing Worker Satisfaction and Creating Value

There is the belief that higher job satisfaction leads to
higher retention rates. As a result, much attention is given to
turnover rates and the reasons people leave their jobs.
However, | also think it is important to focus on the fact that
there are employees who are satisfied with their jobs.

We must ensure that more of our 22,000-plus engineers
and technicians are more satisfied with their jobs. We must
give them the means to embark upon the next stages of
their careers, charged with a sense of fulfillment and accom-
plishment. We are determined to realize our Purpose by
pursuing employee satisfaction, the source of the value we
create as a personnel staffing business.
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| Competitive Advantages of the Open Up Group
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Our model for training engineers is our greatest
strength. Under this model, we hire inexperienced
people and help them gain practical knowledge and
skills, ensuring that they are ready to start work at the
companies they are dispatched to.

The number of people who study engineering at
universities and other institutions and then go straight
into the workplace constitutes only a handful of the
engineers and technicians that companies actually
need. At the same time, there is a pool of potential
candidates who are interested in positions with these

companies but who feel that they have not had the
chance to learn the necessary skills, or that they are
unable to take the first step on their career path without
any technical work experience.

These are the candidates we are willing to hire—
people who have the desire to work as engineers but
who may not have experience. We give them the oppor-
tunity to gain the knowledge and skills they need to
succeed through extensive training and follow-ups.

In Japan, where the labor force is on the decline, there
is already a shortage of engineers; this is particularly

Open Up
Group's position

A Willingness to Hire Inexperienced People Coupled with a Strong Engineer Training Model

noticeable in IT fields. Additionally, as technology
evolves and the need for in-house technology develop-
ment increases, companies are increasingly interested
in using engineers with entry- to mid-level knowledge
and skills. Accordingly, this segment of entry- to mid-
level engineers is the largest in the engineer dispatch
market. We have responded to this demand by hiring
inexperienced people and training them through our
engineer training model, which has enabled us to build
a solid position in the dispatch market for engineers
and technicians.

Senior-level

Mid-level

Entry-level

New graduates and
inexperienced hires
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| Competitive Advantages of the Open Up Group
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Our System for Supporting Career Advancement for Engineers 2
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2
Our method of hiring inexperienced people and train- and management of our training program, we can facili- Under our "workers first” policy, we support the growth
ing them through our engineer training model is under- tate a smooth and efficient learning process. and career advancement of our engineers.
pinned by comprehensive training programs and We also help our employees gain qualifications, which This support begins at the time that employees join the
follow-up systems for our engineers and technicians. allows us to measure the skills and technical level of our Group, when we use interviews and comprehensive
The Open Up Group has operating companies work- engineers. This form of support extends beyond inexperi- assessments to understand their abilities, qualities, and )
L . . . . . — . . . B
ing in areas that include Machinery and electronics, IT, enced workers to include engineers who already have aspirations, and it continues post-training when we &
and Construction management. These companies have basic knowledge, skills, and qualifications and want to match and assign employees to their positions. This =
developed a thorough understanding of technology achieve a new level of success by acquiring more special- support extends further, after they get acclimated to
trends, market-recognized qualifications, and customer ized knowledge and advanced technical skills. These their positions, at which time we follow up on their
needs, as well as extensive expertise in encouraging engineers are given ongoing opportunities to reskill. progress. We also help them with advancing their
trainees in their pursuit of learning. By taking advantage In addition to our training programs, we also place careers once they have gained more experience.
of this understanding and expertise in the development emphasis on our system for following up on employees. ©
g
g
Q
2%
Our one-on-one support system, with a dedicated follow-up manager Supporting improvement of employee skills by F
O O promoting reskilling
Joining the Prevent employees from resigning prior to prior to .
company and assignment by using daily questionnaires to check their I 11 I I 11 I Oﬁ't_h?'pb
training understanding of training and resolve any concerns training
Training Sales
v instructor representative
)
) ' . 2
Placement Clarlfy the preferences of engineers and technicians through O )
hi interviews 3
natciing - Prevent mismatches between employees and placements I ' I 3
O O Obtaining Skill deve|opment Gaining experience ]
v Engineer qualifications | from preferred
hrough reskilli cycle i t
11 1 through reskilling assignments
© Maintain regular contact and visits
. i Career Management
© Conduct monthly employee satisfaction survey for counselor
. engineers and technicians
On assignment . ) .
© Conduct Al-driven risk analysis (employee turnover, etc.) O
- Ensure that any concerns or dissatisfaction among engineers .
and technicians can be quickly addressed I 11 I On-the-job E
training i
Follow-up manager
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Japan’s engineer dispatch market is valued at approxi-
mately ¥4.0 trillion. We have built up an impressive track

with over 22,000 engineers and technicians in our employ
and a customer base of over 3,400 client companies.

The scale of our operations is attractive to job seek-
ers, since it allows us to offer a wide selection of work-
place options and plethora of opportunities for career
advancement. In addition, our strong sales team and
their work with client companies and our follow-up
system for engineers and technicians ensure we can

record to become one of the largest players in this market,

provide these client companies with the appropriate
services in a timely manner while also avoiding mis-
matches with between new employees and the client
companies they are assigned to. These qualities help
improve customer satisfaction.

This industry-leading scale has also helped us build a
business portfolio that balances profitability and growth.
The Open Up Group has worked continuously to
improve operations in our Machinery and electronics
and Construction management segments—areas in

which we have become industry leaders—and we have

A Portfolio that Leverages Open Up Group's Industry-Leading Scale and Positioning

seen high profitability as result. In order to continue
growing and expanding our business base, we intend to
ramp up hiring in engineering domains, which include
the two previously mentioned segments as well as IT, a
segment that is expected to see medium-term market
growth. In addition, we have built a customer base
across a wide range of industries, including the manu-
facturing domain, which has resulted in a highly resilient
business portfolio that does not rely on economic
trends in any particular industry.

Number of engineers
and technicians

22,105

(As of June 2023)

Number of
client companies

over 3,400

(As of June 2023)

Cumulative number of employees
hired by client companies

669

(Total as of June 2023)

Operating profit

¥1 2 8 billion

(Fiscal 2023)

Information and
telecommunication

Net sales in engineering domains by industry

Net sales in manufacturing domains

by industry
¥1 20.5 billion
81%  — Other ¥10.9 vitiion
Other
32.8% — Construction Other manufacturing
| Building materials and housing
Food products
Pulp and paper
9.7% —— Other manufacturing )
Chemicals
¢ — Electrical equi t
13.4% ectrical equipmen S0 — Machinery

Transportation equipment

Electrical equipment

17.1% Transportation equipment

FY23

FY23
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! Value Creation Model

We believe that initiatives aimed at realizing Our Purpose will create medium- to long-term value and contribute to the sustainable development of society. With this belief in mind,

we have developed a value creation model that shows the relationship between Our Purpose and the external environment, input, business, output, and outcome. By maximizing

output, we create outcomes that produce value for a variety of stakeholders, and we aim to realize Our Purpose by expanding and building up the positive effects of these outcomes.

Open up individual
I U PE N U P potential through
Q Engineers an‘dQ % PURPOSE rewarding work
technicians
:?ealithtion ]?f diverse work styles &

Employees
Providing an environment -

where employees can demonstrate
their performance through Value proposition
fulfilling and rewarding work 000
2 9 ” to stakeholders : :
@ Diverse engineers and technicians @ LV
(both inexperienced and experienced) w UUTCOME Society .
® Employees responsible for sales, UmDEly Sustainable revitalization of
recruitment, and head office functions CEmRIEySs= the'labor.market, and industrial development” Client /\/\/'

Job placement through the active participation . olol
opportunities of‘human resources companies
Open Up Realizing a talent strategy prepared W
Labor market Purpose Index for evolving technology Shareholders/
o Training systems and know-how ® Talent education and development (oPI1) and a changing business
through training and on-the-job training environment Investors

for nurturing talent
. ® Hiring diverse talent,
® Systems and mechanisms including those

to support the formation of new careers without prior experience

Career advancement Long-term total return

® |dentification and preparation of useful Betentioniate

and necessary qualifications|and training Opponunities Ao Engagement

Human capital : ;
i Client companies & technology

capital h © Building a trusting relationship
® Discovering changing needs over time

@ Decrease in Japan*
working population

@ Progress of D&I
(diversity and inclusi

@ Changes in views
on occupations and employment

Natural capital
1 1 i ® Social demands and legal measures Mate"al'ty
financialicapital toward dispatch and outsourcing
Social capital @ Relations with the human resource services
industry and client companies

@ Contribution to regional revitalization

External e Trends in
environment stakeholder capitalism

® Advancements in laws @ Advancement of ICT
and reforms related to human rights

and dispatch work - ® Paradigm shift in technology
Politics

Technology
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We aim to increase the value of the Group to engineers,
achieve sustainable growth, and realize our Purpose.

Daio Sato
President and Representative Director, COO

Message from the COO

Results that Exceeded Expectations, with
Significant Progress in the Open Up Purpose Index

Looking at our consolidated results for fiscal 2023, the fiscal
year ended June 30, 2023, revenue, business profit (a pro-
prietary indicator), operating profit, and profit attributable
to owners of parent increased compared with the previous
fiscal year. Revenue increased in the Machinery, electronics,
and IT segment, the Construction management segment,
and the Manufacturing segment, which offset an overall
decrease in the Overseas segment. On the profit side, profit
margins improved overall, overcoming a rise in recruiting
costs due to the tight supply and demand for human
resources in the wake of the COVID-19 pandemic. This
positive result comes thanks to higher staffing rates and
improved productivity, and the fact that segments with high
profit margins comprised a larger proportion of revenue. |
believe this puts us on a steady track toward the financial
goals put forth in BY25, our four-year medium-term man-
agement plan which came into effect in fiscal 2022.

The Open Up Purpose Index is a set of five indicators used
to assess the degree to which we have achieved our Purpose,
which is to "open up individual potential through rewarding
work.” Of these indicators, figures for retention rate and
engagement remained relatively unchanged compared with
the previous fiscal year, but we made progress as expected in
regard to the remaining indicators—number of employees,
job placement opportunities, and career advancement.

In particular, we positioned fiscal 2023 as a year for
increasing the number of employees, and as a result of our
efforts to enhance recruiting, the biggest growth driver for
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I Message from the COO

the personnel staffing business, we achieved a net increase
of approximately 2,500 employees. There were concerns
over whether this accelerated recruitment would match the
number of assignments, but we exceeded expectations here
as well. This favorable performance extended to Machinery
and electronics, which was believed to be the segment with
the most difficult-to-reach targets. This tells me that the exec-
utive capabilities of our operating companies are on the rise.

Fiscal 2024-A Year for Building Further

I would like fiscal 2024 to be a year in which we build steadily
upon the operational achievements we achieved in fiscal
2023. | anticipate that the business environment will remain in
our favor for the time being and expect that we will comfort-
ably reach our goals, even if we set them higher than in the
previous fiscal year. Bearing this in mind, we plan to achieve
revenue of ¥178.0 billion, operating profit of ¥14.3 billion, and
an operating profit margin of 8.0% on the back of continued
efforts to actively recruit workers and achieve growth, focusing
on the engineering domains where we excel-Machinery and
electronics, IT, and Construction management.

On the point of recruitment, we aim to recruit 3,000
people, an increase from approximately 2,500 people in the
previous fiscal year. We will also work to improve the value
added by our engineers, thereby increasing the level of fees
client companies are willing to pay for their services. Regular
price increases are essential for raising employees’ salaries
and offering them greater benefits. Therefore, we will
emphasize communication via our sales representatives to
help client companies understand just how much value is
created by the human resources we dispatch.

As the hurdles that hinder us from securing human
resources are becoming higher and higher, we recognize
retention rate as an issue we will need to address over the
medium term. In my personal opinion, we will need to keep
working at the essentials, like supporting the careers of our
engineers and technicians and helping them solve their
day-to-day problems. As a first step, we will build up a series
of initiatives at each of the Group's operating companies to
raise their retention rates, using successful examples to
guide the development of measures and investments for
the Group as a whole. From there, we will continue to imple-
ment and improve upon said measures and investments.

Revenue Operating profit
(¥ billion) (¥ billion) (%)
7.9 8.0
178.0
161.6 7.4
148.7 6.4 14.3
12.8
95.1 Announcement ’ 10.1 Announcement
planned for the planned for the
end of FY23 end of FY23
3.4
Fy21 FY22 FY23 Fy24 FY25 FY21 FY22 FY23 FY24 FY25
full-year plan full-year plan
forecast forecast

Note: The figure for FY2021 is based on JGAAP.

[ Operating profit — Operating profit margin = Business profit margin
Note: The figure for FY2021 is based on JGAAP.

Open Up Group Inc.
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Integrated Management to Stimulate Group
Company Growth

Earlier | alluded to an increase in the Group's executive
capabilities, which is due to the sharing of best practices
among its operating companies. After the management
integration in 2021 following the merger of BeNEXT Group
and the Yumeshin Group, the holding company led this
initiative by providing a platform for operating companies
to amalgamate their respective collections of best practices
built up through their recruitment and sales activities. Fast
forward two years to today, and information is now actively
shared thanks to person-to-person networks set up between
recruitment departments, sales departments, and other
related departments at each operating company. This has
created a snowball effect, leading these companies to recon-
sider the notion of “our way, our rules” and adopt the best
practices shared within the Group and improving the capac-
ity and efficiency of their recruitment and sales activities.

| believe another contributing factor—one that cannot be
evaluated quantitatively—is the Group's organizational cul-
ture. Pre-integration, both companies had a strong belief in
respecting each other’s methods and cultures. This was
rooted in the fact that each company had grown through
repeated organizational changes and therefore was not
inclined to cling to its own way of doing things. We have not
merged the cultures of the two former companies, nor have
we been reborn as a new organization. Rather, | believe that
preserving the original cultures of each company helped us
complete a post-merger integration (PMI) swiftly.

During this process, | drew a great deal of encourage-
ment from the passion exuded by employees working in
sales, recruiting, planning, and administration departments
to overcome the issues at hand and improve the newly-
formed Company in any way possible. In some cases,
people have been able to break through operational barri-
ers they were struggling with because they could see the
methods used by others down to the finest detail, inspiring
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I Message from the COO

them to incorporate the positives and try to make changes.
When we share stories of success, we create a virtuous cycle
that motivates us to take on new challenges. | believe that
management integration has strengthened the Group’s
“invisible capital,” a kind of capital that supports growth and
has brought growth to a new level.

Medium- to Long-Term Strategies Mindful
of Social Changes

Since it seems all but certain that we will reach the targets
we committed to under BY25, we are currently formulating
a new medium-term management plan, which we expect to
announce at the end of fiscal 2024. That being said, creating
a plan should not be an end in itself-it is the underlying
approach that is key. Accordingly, | would like to devote some
space here to highlighting the strategies we should implement
over the medium to long term for the Group to grow sustain-
ably, increase corporate value, and realize our Purpose.
Although we are still in the early stages of consideration, |
reckon that retention rate will be one of the major themes of

the next medium-term management plan. If we can increase
our employee retention rate, we will be able to meet the
strong demand from client companies, which will lead to
better business results. | believe that the key to a higher
retention rate is providing a more enriching work experi-
ence—-a point we will return to later—and ultimately
employee satisfaction.

As part of the formulation process for our new plan, we
will also look into M&As, overseas business, and new busi-
ness. Regarding overseas business, | believe we need to
redefine our strategy going forward, despite the fact that
the segment achieved a profit in fiscal 2023. Given that the
Japanese domestic market is facing a medium- to long-term
decline in the working population, withdrawing from over-
seas business is off the table. On the other hand, | believe
that we must reexamine what kind of value we can provide
as we expand our business overseas. We must also find a
direction for M&As and new business, while finding meth-
ods to navigate shifts in the market, technological changes,
and any potential risks.

The Group's response to the decline in working population and other challenges

New growth opportunities

1. Providing a more enriching
work experience

2. Considering M&As

4. Considering new
businesses

3. Revising overseas
business

The Group's initiatives, strategies, and reforms

Our Purpose

Open Up Group Inc.
Integrated Report 2023 Abridged Version

Enhancing Work Experience for
Further Group Growth

As it becomes increasingly difficult to secure human
resources, we need to increase the level of job satisfaction
among engineers and technicians and make sure that they
feel glad to work for the Group, to ensure that we can con-
tinue to recruit employees and achieve growth. To be more
specific, we need to make sure that employees feel that
becoming a member of the Group increases their value as
engineers and that their choice is helping them advance their
careers. This means providing engineers with a more enrich-
ing work experience, and also to increase the value of the
Group from an engineer’s point of view.

Up to this point, the Group has focused on the entry-level
stage of employee careers, when inexperienced people set
out on their new path as engineers. There is no doubt that
our business model of hiring and training inexperienced
workers has carved out a competitive advantage for us in
Japan's personnel staffing industry and has been the driver
of our growth to this day. However, to achieve sustainable
growth and realize our Purpose, | believe we need to go
beyond supporting inexperienced employees at the start of
their careers and support engineers and technicians with
established careers in engineering by assisting them with
career advancement and career changes. We will therefore
focus on providing a more enriching work experience for
engineers under our next medium-term management plan.

The services needed for engineers at the start of their
careers—what | call the “career-launching” stage—are relatively
unambiguous and straightforward. Good career-launching
services develop and provide training programs that give
people the knowledge and skills essential to being an engi-
neer, encourage the acquisition of qualifications that hold
weight with client companies, and help dissipate concerns
that many people have at the early stages of their careers.
While the specifics differ by segment, be it Machinery and

10
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I Message from the COO
Doors = Possibilities The Group's role
Venture into new work Increase the number of doors (possibilities)
Skill improvement Career consultations Help people open them

Increase expertise
Learn management skills
Train junior members

\ Change careers

\\ Learn about cutting-edge technology u -
- ryL
- ~ 2 S
o o / < ’ . I l "

Ry
R,
Jly

Joining the company and * Develop a career plan

getting an assignment

electronics, IT, Construction management, or otherwise, the
variation in services in not that large.

This, however, is not the case when we talk about mid-
career engineers. The services they need are extremely
diverse. Take, for example, an engineer who wants to
increase their expertise and raise their value in a particular
market; they may want reskilling opportunities related to
cutting-edge technologies or support for obtaining
advanced qualifications. Then again, an engineer whose
career plan involves building a career with the company he
or she has been assigned to and ultimately transferring to
that company will want to acquire management skills, such as
project management, and know-how related to training

W

Q(\

|
* Training and obtaining qualifications
* Get a good evaluation

* Becoming a manager
* Becoming an expert
* Move to assigned company

* Move to a different company

T~ N\

Obtain strong qualifications
Build a career at an assigned company \\

‘ Be entrusted with management onsite /‘

"

\\ Take part in in-Group transfers

Participate in contract projects

junior members and people working under them. Or there
may be an engineer who feels stifled by their current job and
may be looking for someone to give them guidance on how
to change careers in a way that uses their previous experi-
ence. In other words, to provide a more enriching work expe-
rience for engineers, the Group's services must also become
more diverse and sophisticated.

We also need to enhance systems besides career support.
It is extremely important to measure an engineer’s skills
objectively, give a fair assessment of their skills and perfor-
mance, and increase their remuneration in step with career
advancement. In addition to assessments and remuneration,
there is also a need for systems to help employees continue

Open Up Group Inc.
Integrated Report 2023 Abridged Version

their careers, even alongside life events and responsibilities
such as childbirth, childcare, and nursing care. We also need
to provide them with information and success stories to keep
them motivated to advance their careers and opportunities
for networking with colleagues on the same career path.

To make our services more diverse and sophisticated in
these ways, over the course of the next medium-term man-
agement plan | would like us to allocate a portion of our
growth investment to areas that provide a more enriching
work experience.

Continued Growth in 10 Years’ Time;
Continued Growth in 20 Years’ Time

The Group has continued to enjoy consistent growth cen-
tered on its engineering domains, adding the ever-growing
IT segment to its tried and true Machinery and electronics
and Construction management segments, both of which had
been established by the two companies that would become
Open Up Group Inc. prior to their management integration.
However, we face the obstacle of a shrinking workforce,
which could present a future where we are not be able to
increase recruitment levels, even if there is demand from
client companies. This makes it important that we become
the employer of choice for engineers, the place where they
want to work above the others.

| am convinced that there is more that we as a Group can
do to help each employee thrive, including expanding initia-
tives to support workers, such as training, employment sup-
port, reskilling, and career advancement consulting. If we can
do this, we will be able to maintain and strengthen our
market position even in a changing business environment,
and our Group will be able to grow in a sustainable way. | am
determined to lead the Group closer to realizing our Purpose
over the next 10 to 20 years and | would appreciate your
support on this journey.
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Message from the CFO

We will practice meticulous,
scientific management within e 502
the Group to improve ROE and

corporate value.

Hiroshi Sato
Director and CFO

Achievement of Both Improved Growth and
Quality of Operations

Beginning with consolidated results for fiscal 2023, the fiscal
year ended June 30, 2023, revenue and profit increased
across the board, with revenue increasing 8.8% year on
year, to ¥161.6 billion, business profit* increasing 25.7%, to
¥12.0 billion, operating profit increasing 26.3%, to ¥12.8
billion, and profit attributable to owners of parent increas-
ing 36.7%, to ¥9.5 billion. The post-merger integration (PMI)
that gave birth to Open Up Group Inc. in April 2021 has
since settled, and, from the beginning of fiscal 2023, we
were able to put ourselves back on a growth trajectory, with
higher revenue and profit to show for it.

This fits the overall theme for fiscal 2023, namely figuring
out how to get back on track toward growth, while maintain-
ing utilization and turnover rates for dispatched employees

(¥ million)

Engineer
segment

L

Other

segment Recruitment
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through the pursuit of operational excellence. In the person-
nel staffing business, utilization rate serves as an indicator
for operational performance. To address operating compa-
nies with room for improvement, we implemented measures
in fiscal 2022 to raise the quality of Group management, and
these measures are close to full coverage. These measures
include sharing best practices among companies to bring
operations to a certain benchmark or higher. The effect of
these efforts was to bring the quality of operations at oper-
ating companies up to a similar level, specifically improving
utilization and turnover rates, and helping improve business
performance.

* Business profit is a unique profit indicator of our company, which is derived
by subtracting “selling expenses and general administrative expenses”
from “gross sales profit” and excludes the effects of special items (such as
employment adjustment subsidies and impairment losses) recorded in
“other revenues” and "other expenses.”

Analysis of factors for changes in operating profit

-1,408
=743 4240 430 +630 12,760

Personal Other SG&A  Employment Other
expenses expenses  adjustment
subsidy

segment

Gross profit

Expenses for
sales growth

FY22
operating profit

FY23
operating profit
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I Message from the CFO

Increasing Profitability by Enhancing Recruitment
and Capacity

For fiscal 2024, we anticipate a 10.1% year on year increase
in revenue, to ¥178.0 billion, a 19.0% increase in business
profit, to ¥14.3 billion, a 12.1% increase in operating profit,
also to ¥14.3 billion, and a 4.9% increase in profit attribut-
able to owners of parent, to ¥10.0 billion.

One point of action toward reaching these targets is
strengthening recruitment, our driver of business growth.
Competitors who hire experienced engineers are con-
strained by the limited number of job seekers. To avoid this
pitfall, we target new graduates and people without experi-
ence, which opens up a much greater number of potential
employees to us. We believe that by continuing our current
efforts, we will be able to increase recruitment for the imme-
diate future, and we will therefore continue investment
along this path in fiscal 2024.

Fiscal 2024 consolidated business forcasts
(¥ billion)

FrzdleeEs | s YoY
total

Revenue 161.7 178.0 +10.1%
Gross profit 38.8 44.5 +14.7%
Margin 24.0% 25.0%
SGA cost 26.8 30.2 +12.7%
Margin 16.6% 17.0%
Business profit 12.0 14.3 +19.0%
Margin 7.4% 8.0%
Operating profit 12.8 14.3 +12.1%
Margin 7.9% 8.0%
Net income 9.5 10.0 +4.9%
Margin 5.9% 5.6%

There is another point of action—increasing profitability.
For the Group to improve profitability further, we must first
improve utilization rates. In the second half of fiscal 2023,
we ramped up recruitment to drive growth, and a larger
number of employees, both new graduates and mid-career
professionals, joined the Group than ever before. Although
the assignment of these hires progressed more smoothly
than we had originally anticipated, a decline in utilization
rates was inevitable, particularly in the fourth quarter. This is
an issue we must improve upon in fiscal 2024.

A detailed analysis of the operational data for our operat-
ing companies reveals that productivity is increasing rather
than declining. The fact that utilization rates decreased
despite an increase in productivity suggests that there is a
lack of capacity within the Group for supporting the growing
number of engineers and technicians while also engaging in
sales, running training programs and executing all the other
functions our businesses need to operate fully. To be clear,
this does not mean that there is a lack of capacity in all of our

Forecast of sales and operating profit (margin)

(¥ billion)
8.0%
7.4%
6.4% 178.0
161.6
148.7
9.5 12.0 14.3
FY22 FY23 FY24
forecast

M Revenue Business profit — Business profit margin

Open Up Group Inc.
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operating companies. In order to avoid the decline in utiliza-
tion rates that occurred in fiscal 2023, we will conduct metic-
ulous, scientific management within the Group. This includes
increasing capacity based on productivity per employee.

Management integration has enabled the Group to build
an efficient management structure. When merging operat-
ing companies in the same segment, we bring together the
best systems from each of the original companies and
adapt them for the resulting company. In fiscal 2024, we
plan to finalize the integration of back-office systems and
infrastructure for two operating companies in the IT infra-
structure sector, which were merged in July 2023. While
making a certain level of investment, such as centralizing IT
systems that support operations, we will manage selling,
general and administrative expenses efficiently, and
strengthen productivity over the medium term.

A Growth-Oriented Financial Strategy

We have set the following three policies for our financial
strategy, which aims to increase corporate value.
The first is to bring ROE back to approximately 20%. ROE
temporarily fell to 2.7% under Japanese GAAP following the
post-integration expansion of the balance sheet, but with
the transition to International Financial Reporting Standards
(IFRS) we have carried out retroactive impairment account-
ing which returned ROE to a provisional value approaching
15% for the first half of fiscal 2024. We aim to raise this
number back to 20% over the medium term by continuing
to improve profitability and utilizing debt to finance M&As.
The second policy is to maintain a debt-to-equity ratio
(D/E ratio) below 1.0. Return on equity attributable to
owners of parent was high at 64.0% as of June 30, 2023,
which was indicative of an extremely sound financial base.
On the other hand, given that goodwill accounts for approx-
imately ¥45.0 billion in assets, our policy is to keep the D/E
ratio below 1.0 based on the net assets after deducting
goodwill and risk assets.
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I Message from the CFO

The third policy is cash allocation. Generally speaking, the
Group's policy is to generate ¥10.0 billion each year in free
cash flow and then allocate half of this amount to share-
holder returns and the other half toward growth investment.
Regarding shareholder returns, we have increased these for
11 consecutive years leading to fiscal 2023 based on our
basic stance of increasing dividends in proportion to our
increase in profit. The personnel staffing industry follows a
cash-generating business model that does not involve
large-scale capital investments, so | believe that there is
almost no logical reason to increase internal reserves.

Regarding investing in growth, we plan to shift the
approach we took in fiscal 2022 and fiscal 2023. During that
period, PMI was our priority, so we focused on acquiring
treasury stock instead of conducting M&As. From fiscal
2024, however, we will invest in growth, including through
M&As. We can frame M&As as an alternative means of
ramping up recruitment. Considering the existing strong
demand from client companies, it may be more efficient
to conduct M&As than taking time to recruit new hires.
However, M&As depend on opportunity and acquisition
prices are trending upward as other companies enter the

ROE trends (results basis) 20.0%
14.5%
11.0%
CAPM: 7.2%
2.7%
=
FY21 FY22 FY23 medium-term

® The figure for FY2021 is based on JGAAP. The figures after FY2022 onward are
based on IFRS.

¢ ROE = Net income at the end of the period + Equity

® CAPM as of the end of FY2023 (our calculation)

market. In this sort of market environment, we need to make
sure that we remain disciplined with our investments, so we
have set an 8% return on invested capital (ROIC) as a hurdle
rate. In addition, while we will primarily use debt to procure
the funds for M&As as mentioned above, we will also con-
sider raising capital from the capital market for M&As above
a certain size.

Looking Beyond BY25
to a 10% Operating Profit Margin

Given that we are close to achieving the commitments laid
out in BY25, our medium-term management plan, we are
currently formulating a new medium-term management
plan for growth beyond fiscal 2025. From a financial man-
agement perspective, the next plan targets an operating
profit margin of 10% or more. | believe that this is the mini-
mum rate needed to compete with other companies in the
same industry. This is crucial if we are to be seen as the
"employer of choice” for employees and job seekers, and
for our efforts to improve corporate value to be held in high
regard by shareholders and investors.

Open Up Group Inc.
Integrated Report 2023 Abridged Version

Another theme of the new plan is reviewing our overseas
businesses. This does not mean, however, that we are plan-
ning to pull out of overseas operations, since expansion
overseas is one of the most promising businesses strategies
for continued growth, considering the expected decline in
the domestic working population. Based on our overseas
business strategy, which we will clarify after thorough dis-
cussion, we will consider ways to promote our business
strategy, such as M&As.

As a Capital Market Intermediary

My role as CFO is to act as an intermediary between man-
agement and the capital market. In this role, | intend to
communicate the Group's path toward increasing its corpo-
rate value to the capital market. At the same time, | also
intend to provide objective assessments from the perspec-
tive of the capital market during Group discussions of man-
agement strategy, and work toward resolving management
issues. | am determined to guide the Group as it strives to
grow and create value in an effort to realize its Purpose.

Dividends (¥/share)
FY24
50.0
Mid-term ¥17 ¥20 +¥3 44.0 45.0
Year-end ¥33 ¥35 +¥2 350 400
Annual ¥50 ¥55 +¥5 275
20.0
125 15.0
50 7.0 7.0 7.5
FY10 FY11 FY12 FY13 FY14 FY15 FY16 FY18 FY19 FY20 FY21 FY22 FY23 FY24
forecast
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| Corporate Governance

Basic Stance and Policy

The Group considers the objective of corporate management as the improvement of corpo-
rate value in a sustainable and stable manner based on its Purpose, which is to “open up
individual potential through rewarding work,” and it will promote efficient management that
enables profitability and growth while ensuring sound management.

Furthermore, the Group treats the strengthening of its corporate governance system as
one of its most important management issues, with the aim of ensuring transparent man-
agement and forming positive relationships with its stakeholders, which include sharehold-
ers, investors, business partners, employees, local communities and the broader society,
and it provides accurate and timely disclosure of management-related information to these
ends. The Group's efforts to strengthen its system for corporate governance enable it to
conduct corporate activities with full awareness of its corporate responsibility.

The Group has adopted a holding company structure under which the holding company
supervises the proper execution of business by the operating companies, and it flexibly designs
meeting bodies and reporting lines in keeping with business expansion and changes in the
business environment to ensure that labor and human rights issues, which are important to the
human resource services industry, are fully controlled. The Group also ensures transparent and
objective management through its Board of Directors and Audit & Supervisory Committee.

We implement every principle of the Japan’s Corporate Governance Code. Please refer to the

Company's corporate governance report for the latest disclosure in relation to each principle.

Structure
In September 2023, the Company transitioned to a Company with an Audit & Supervisory
Committee. Under this structure, the Audit & Supervisory Committee members, who are
responsible for auditing and supervising the execution of duties by directors, are also
included as members of the Board of Directors. This change will enhance the supervisory
function of the Board and enhance corporate governance. In addition, as the Board of
Directors of a Company with an Audit & Supervisory Committee, the Board will appropriately
delegate decisions on business execution to executive directors, separate business execution
and supervision to speed up management decision-making. The Company believes that this,
as well as further expansion of its business operations, will lead to increased corporate value.
The Company has also appointed seven outside directors among its ten directors in order
to strengthen its system for monitoring management, which includes supervision to ensure
the appropriate execution of duties by directors. Furthermore, to ensure the effectiveness of
audits, the Company has appointed three independent outside directors as the three members

Open Up Group Inc. 15
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of the Audit & Supervisory Committee, which works in cooperation with the accounting
auditor and the Internal Audit Department at all times.

For business execution, we have established the Management Meeting, a meeting body
aimed at prompt and efficient decision making, which comprises the person serving as
representative director, chairman, and CEO, the person serving as representative director,
president, and COO, and the person serving as director and CFO, all three of whom are
executive directors, as well as other executive officers. Regarding other meeting bodies, the
Company has established the Internal Controls Committee and the Sustainability
Committee to support business execution and established a risk management system that
includes checks on business operations and compliance with social ethics, the statuses of
which are reported to the Board of Directors in a timely manner.

Message from Chair of the Audit & Supervisory Committee

Open Up Group Inc. has transitioned to a Company with an Audit
& Supervisory Committee in September 2023. A problem that
existed under its previous structure as a Company with an Audit &
Supervisory Board was that Audit & Supervisory Board members
did not have voting rights, even when compliance-related matters
were on the agenda. This stemmed from restrictions under Japan’s
Companies Act, under which Audit & Supervisory Board members
are not considered members of the Board of Directors and there-
fore do not have voting rights at Board meetings. With the shift to a
Company with an Audit & Supervisory Committee, all committee
Hiroaki Rokugawa members have voting rights as directors, which | believe has made
Outside Director
(Chair of the Audit &
Supervisory Committee)

the Company's governance even more robust.

The two companies that would form the current Group were
both actively working to increase their number of outside directors
prior to the merger, and following the conclusion of the General
Shareholders’ Meeting on September 26, 2023, the Board of Directors currently consists of 70%
independent outside directors. In addition, 30% of the Board's members are women. As a result, |
can say that the Company has made steady progress toward strengthening governance and
increasing the diversity of its Board of Directors.

Going forward, | and the other members of the Audit & Supervisory Committee will work to fulfill
the committee’s responsibility to audit business plans and measures aimed at increasing corporate
value that management is currently implementing, or plans to implement in the future, and confirm
whether these plans and measures are compliant with the most up-to-date laws and regulations
and the rules put forth by the Tokyo Stock Exchange, including Japan's Corporate Governance
Code. Furthermore, as a member of the Board of Directors, | aim to improve corporate value and
meet the expectations of the Company's shareholders, investors, and other stakeholders.
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[ Corporate Governance

Corporate Governance Structure

General Shareholders’ Meeting

Appoint/Dismiss

! Appoint/Dismiss Appoint/
directors Audit and Supervisory Committee member Dismiss
(excluding Audit and Supervisory Committee member)
Report Report
Audit and Supervisory Audi :
. t and Supervisory ) .
Board of Directors Committee member uar . < P Accounting auditor
Committee < Coordinate
4
Audit and A
Consult ¢ T Recommend supervise Instruct ¢ T Support
(Voluntary) Submit ) . . ) Coordinate
‘ Remuneration Committee important g*ecutlve Audit and Supervisory Audit/ ) .
matters irectors Committee Instruct Audit Coordinate
) (VQluntary) . Management Office
Nominating Committee
[\ ‘ ‘ <
Management Meeting CEO < Report ‘ Internal Audit Department ‘
Investment 4—‘ Audit Coordinate
‘ coo ‘ Consideration Board
CFO Human Resource ‘ Internal Controls Committee ‘
Committee T
Instruct/ Submit important Appoint/Dismiss ‘ Sustainability Committee ‘
supervise matters important officers !
. . Coordinate )
Executive Officers (Business operations) <+ Whlstlebl.owmg System » Outside expert
Grievance lawyer, etc

M Directors/Board of Directors

Composition of the Board of Directors ] . )
The Company's Board of Directors is composed of 10 direc-

(As of September 30, 2023)

tors (including seven outside directors). As a general rule,

regular Board meetings are held once a month and extraordi-

Independent directors* Inside directors

7

Female directors

3

nary Board meeting are held as needed. The Board decides
3 matters stipulated by law and other important management
matters in addition to monitoring directors’ execution of
duties. The Company appoints two representative directors,
and in July 2021 we gave these positions the titles of CEO and
COO and divided responsibilities between the two roles in
order to establish a system of checks and balances.
Male directors The Nominating Committee, the majority of whom are
7 outside directors, discusses and selects candidates to ensure
the Board maintains a good balance of knowledge, experi-
ence, and ability. At the same time, committee also considers
factors such as gender diversity. The committee then reports

*The Company'’s independent directors have adopted the independence
requirements of the Tokyo Stock Exchange its decisions to the Board of Directors.

Open Up Group Inc.
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M Audit & Supervisory Committee

The Company transitioned from a Company with an Audit &
Supervisory Board to a Company with an Audit & Supervisory
Committee by resolution at the 19th Ordinary General
Shareholders’ Meeting. The committee is composed of three
independent outside directors and works in cooperation with
the accounting auditor and the Internal Audit Department.

M Nominating Committee/Remuneration Committee
Although the Company is not a Company with a Nominating
Committee, etc. as stipulated in Japan's Companies Act, it has
established its Remuneration Committee and Nominating
Committee to ensure transparent and objective management.
Members of both committees are appointed by a resolution
of the Board of Directors and, in order to ensure objective
decision-making, a majority of members must be outside
directors who are not directly involved in business operations,
and the committees are chaired by outside directors.

The Nominating Committee selects director candidates on
the basis of skill, gender, and diversity and reports to the
Board of Directors. It also discusses topics such as succession
planning and communicates with internal employees as
appropriate.

The Remuneration Committee discusses the remunera-
tion system for directors, who are tasked with contributing to
the Company's sustainable growth and increase of its corpo-
rate value, and reports to the Board of Directors regarding
policies and other matters related to determining remunera-
tion. The committee also provides the Board of Directors with
reports regarding remuneration amounts for individual direc-
tors. For the latest information, please refer to the Company's
corporate governance report under the section titled
“Disclosure of Policy on Determining Remuneration Amounts
and Calculation Methods.”

In fiscal 2023, the Nominating Committee met twice, with
all members in attendance. The Remuneration Committee met
twice, with all members in attendance.

16

Aujiqeuteisng ABarens

9dueUIBAOD)

O
@
=
Iy



	ボタン159: 


