These documents have been translated from Japanese originals for reference purposes only.

In the event of any discrepancy between these translated documents and the Japanese originals, the originals
shall prevail. The Company assumes no responsibility for this translation or for direct, indirect or any other
forms of damages arising from the translations.

(Securities Code: 6730)
May 29, 2019

To Shareholders with Voting Rights:

Kazunori Matsuura

President & Representative Director
AXELL CORPORATION

14-1, Sotokanda 4-chome,
Chiyoda-ku, Tokyo, Japan

NOTICE OF
THE 24TH ORDINARY GENERAL MEETING OF SHAREHOLDERS

Dear Shareholders:

You are cordially invited to attend the 24th Ordinary General Meeting of Shareholders of AXELL
CORPORATION (hereinafter “the Company”’). The meeting will be held for the purposes as described below.

1. Date and Time: 10:00 a.m. (doors open at 9:20 a.m.) on Saturday, June 22, 2019

2. Venue: Banquet room “Yukyu” on second floor of Hotel Metropolitan Edmont located
at 10-8, lidabashi 3-chome, Chiyoda-ku, Tokyo, Japan

3. Meeting Agenda:
Matters to be reported: Business Report and Non-consolidated Financial Statements for FY 2018
(from April 1, 2018 to March 31, 2019)

Proposals to be resolved:
Proposal No. 1: Distribution of Surplus
Proposal No. 2: Election of Four Directors (Excluding Directors Serving as Audit and
Supervisory Committee Members)




© Any updates to the Reference Documents for the General Meeting of Shareholders, Business Report and
Non-consolidated Financial Statements will be posted on the Company’s website
(https://www.axell.co.jp/).
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Reference Documents for the General Meeting of Shareholders

Proposal No. 1: Distribution of Surplus

The Company’s policy on profit sharing for shareholders is to maximize the return, while taking into
account the adequate levels of “periodic profit returns to shareholders” and “maintenance of appropriate
internal reserves that enables flexible business operations.” Based on this policy, the amount of dividends
is set at 50% of profit (payout ratio of 50%) as a general rule. However, if the amount of dividends
calculated at the payout ratio of 50% falls below the amount for the previous fiscal year, the amount shall
be considered with the level of prior dividends taken into account after adequate internal reserves are
secured.

With regard to the business results for the current fiscal year, the Company has recorded a net loss, as
outlined in the Business Report below.

Under these circumstances, we regretfully propose that no term-end dividend be paid.

Further, in order to ensure the flexibility and agility of the Company’s capital strategies going forward
as well as to compensate for the loss on retained earnings, we propose to draw on the general reserve as
follows.

Matters related to distribution of surplus

(1) Item and amount of surplus to decrease | 8,200,000,000 yen of general reserve

(2) Item and amount of surplus to increase 8,200,000,000 yen of retained earnings
brought forward




Proposal No.2:  Election of Four Directors (Excluding Directors Serving as Audit and Supervisory
Committee Members)

The term of office of all four Directors (excluding Directors serving as Audit and Supervisory Committee
Members) will have expired at the close of this General Meeting of Shareholders.

We therefore propose that the four incumbent Directors (excluding Directors serving as Audit and
Supervisory Committee Members) are reelected.

Additionally, it has been confirmed that the Audit and Supervisory Committee does not have any
particular opinion with regard to this Proposal.

The candidates for the positions of Director (excluding Directors serving as Audit and Supervisory
Committee Members) are as follows.

Name Past experience, positions and responsibilities in the Company I}:Iumbet{ ?hf
(Date of birth) (major concurrent positions) Csoilr;esufy he? 4
April 1994 Joined Nippon Steel Corp.
April 1998 Joined the Company
. April 2004 Appointed to Senior Manager of Engineering Department
Kazunori of the Company
Matsuura June 2006 Appointed to Director & Assistant General Manager of
(Jan. 25, 1970 Engineering Department of the Compan 388,800
49 years old) gmn gLCP pany . . shares
y June 2010 Appointed to Director & General Manager of Engineering
) Department of the Company
Reappointment June 2012 Appointed to President & Representative Director of the
Company (to present)
April 2014 Visiting Professor of University of Tsukuba (to present)
Record of attendance at Board of Directors meetings
100% (14 out of 14)

Reasons for selecting the candidate for Director (excluding Director serving as Audit and Supervisory
Committee Member)

Mr. Kazunori Matsuura has a wealth of experience in semiconductor development at other companies, and
beginning with development division, he is involved in business promotion and corporate management of
the Company as President & Representative Director. By integrating the Company’s management based on
these experiences and achievements, he can be expected to strengthen the decision-making functions of the
Board of Directors and aim to increase the speed and efficiency of business execution while promoting agile
management that can appropriately respond to changes in the management environment. Thus, the Company
has designated him as a candidate for Director (excluding Director serving as Audit and Supervisory
Committee Member).




Number of

No (Datlc\:lir;lgirth) Past experience, positjons and respsnsib?ities in the Company shares of the
(major concurrent positions) Company held
April 1989 Joined Nippon Steel Corp.
May 1995 Seconded to Nippon Steel Semiconductor Corporation
April 1999 Transferred to Nippon Foundry Inc.
January 2002 Joined the Company
April 2004 Appointed to Senior Manager of Sales & Marketing
o . Department of the Company
Akihiro Saito June 2006 Appointed to Director & Assistant General Manager of
(Aug. 4, 1966 Sales & Marketing Department of the C 18,000
52 years old) ales arketing Department of the Company ,
June 2010 Appointed to Director & General Manager of Sales & shares
Reappointment Marketing Department of the Company
June 2012 Appointed to Executive Vice President & Representative
Director, General Manager of Sales & Marketing
Department of the Company
) June 2018 Appointed to Executive Vice President & Representative

Director Supervising Sale & Marketing Department and
Management Department of the Company (to present)

Record of attendance at Board of Directors meetings

100% (14 out of 14)

Reasons for selecting the candidate for Director (excluding Director serving as Audit and Supervisory
Committee Member)

Mr. Akihiro Saito has a wealth of experience in semiconductor sales and business promotion at numerous
companies, and is involved in the management of sales, marketing and administration divisions of the
Company as Executive Vice President & Representative Director. By integrating the Company’s
management based on these experiences and achievements, he can be expected to strengthen the
decision-making functions of the Board of Directors and aim to increase the speed and efficiency of business
execution while promoting agile management that can appropriately respond to changes in the management
environment. Thus, the Company has designated him as a candidate for Director (excluding Director serving
as Audit and Supervisory Committee Member).




Number of

Name Past experience, positions and responsibilities in the Company
Mo (Date of birth) (major concurrent positions) Cshares of the
ompany held
April 2001 Joined the Company
Koji Kanic January 2009 Appointed to Senior Manager of Engineering Department
(Sep. 30, 1976 of the Company o
4 e d June 2012 Appointed to Director & General Manager of Engineering 10,000
years old)
Department of the Company shares
Reappointment April 2019 Appointed to Director Supervising Engineering Department]
& General Manager of Information Security Section of the
Company (to present)
Record of attendance at Board of Directors meetings
3 100% (14 out of 14)
Reasons for selecting the candidate for Director (excluding Director serving as Audit and Supervisory
Committee Member)
Mr. Koji Kanie was affiliated with a research laboratory that was in joint development with the Company
during his time as a student, and after joining the Company, attained a wealth of operational experience in
development, and is currently involved in development and information security divisions. By reflecting
these experiences and achievements in the Company’s management, he can be expected to strengthen the
decision-making functions of the Board of Directors and aim to increase the speed and efficiency of business
execution while promoting agile management that can appropriately respond to changes in the management
environment. Thus, the Company has designated him as a candidate for Director (excluding Director serving
as Audit and Supervisory Committee Member).
April 2006 Joined the Company
March 2011 Completed Doctoral Program of Graduate School of
Systems and Information Engineering of University of
Tsukuba (Ph.D. in Engineering)
April 2013 Appointed to Senior Manager of Engineering Department
Kazuki Kyakuno of the Company
(Dec. 12,1983 | April 2014 Visiting Associate Professor of University of Tsukuba (to 1.100
35 years old) present) h’
June 2018 Appointed to Director & General Manager of Strategic shares
Reappointment Planning Section, Team Leader of Algorithm Team of
Engineering Department of the Company
July 2018 Director of VIPPOOL Inc. (to present)
April 2019 Appointed to Director Supervising Algorithm Team of
Engineering Department & General Manager of Strategic
4 Planning Section of the Company (to present)

Record of attendance at Board of Directors meetings

100% (10 out of 10)

Reasons for selecting the candidate for Director (excluding Director serving as Audit and Supervisory
Committee Member)

Mr. Kazuki Kyakuno was affiliated with a research laboratory that was in joint development with the
Company during his time as a student, and after joining the Company, has consistently been involved in
research and development of proprietary technologies as differentiators of the Company’s LSI products, led
research and development divisions, and is currently involved in the management of new business fields. He
can be expected to continue to play a leading role in business promotion in future new business fields. In
addition, by reflecting these experiences and achievements in the Company’s management, he can be
expected to strengthen the decision-making functions of the Board of Directors and aim to increase the speed
and efficiency of business execution while promoting agile management that can appropriately respond to
changes in the management environment. Thus, the Company has designated him as a candidate for Director
(excluding Director serving as Audit and Supervisory Committee Member).

(Notes) 1. None of the candidates for Director (excluding Directors serving as Audit and Supervisory Committee Members)

have any special interest in the Company.
2. Ages of each candidate are as of the close of this General Meeting of Shareholders.
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(1)

Business Report

(From April 1, 2018 to March 31, 2019)
Company Overview
Business in FY 2018

Business Progress and Results

During fiscal 2018, a moderate recovery trend continued in the Japanese economy including signs
of improvements in personal consumption amid continuous improvements in the employment and
income conditions. However, economic outlook has remained uncertain due mainly to concern over the
impact of volatility in the financial and capital markets, in addition to the escalation of uncertainties
over the global economy such as trade issues.

The pachinko and pachislot machine market, which is the main market for the Company, has
continued to face a challenging market environment, due mainly to the diversification of leisure and the
effects of the revised “Ordinance for Enforcement of the Act on Control and Improvement of
Amusement and Entertainment Business, etc.” that came into force as preventive measures against
addictive gambling, leading to a sluggish demand for new machines at amusement facilities. In addition,
the business environment surrounding the Company is becoming increasingly harsh due to increased
cost-saving awareness among pachinko and pachislot machine manufacturers against the backdrop of a
challenging market environment, leading to a more widespread reuse of device components including
the Company’s products.

Under such circumstances, the Company worked on sales expansion for Graphics LSI products for
customers in the embedded system market (Note 1), in addition to initiatives for securing stable profits
in the pachinko and pachislot market, and also focused on activities for early commercialization in the
following four areas: middleware, security, blockchain, and machine learning, all of which are
positioned as new businesses. With a view to accelerating new business development, the Company
actively considered initiatives including restructuring, alliances and business investments. During fiscal
2018, the Company established a fully-owned subsidiary VIPPOOL Inc. on July 2, 2018 to accelerate
commercialization in the blockchain area.

In light of these circumstances, net sales for fiscal 2018 decreased 41.0% from the previous fiscal
year to 5,003 million yen due to the harsh environment surrounding the pachinko and pachislot market.
In terms of expenditure, despite the Company’s efforts to reduce overall expenses, selling, general and
administrative expenses increased 13.2% from the previous fiscal year to 3,380 million yen, mainly due
to an increase in research and development expenses as a result of prototype development expenses for
next-generation products. Consequently, for fiscal 2018, the Company recorded an operating loss of
1,672 million yen and an ordinary loss of 1,651 million yen. In addition, loss of valuation of investment
securities was posted, and estimated income taxes were added due to reversal of deferred tax assets.
Accordingly, the Company recorded a loss of 2,000 million yen.

(Note) “Embedded system market” refers to the market relating to the manufacture of embedded
systems, excluding pachinko and pachislot machines. Embedded systems refer to
electronic devices that have a computer embedded that carries out a particular processing
specific to a certain application. Embedded systems include devices of various types and
in various areas, ranging from medical devices, vending machines, to home electric
appliances.

Products targeted at the pachinko and pachislot machines market

For the pachinko and pachislot machines market, the Company sells Graphics LSI products, LED
driver LSI (Note 1) products, Memory-module (Note 2) products, etc. Its main products are Graphics
LSI products. In fiscal 2018, sales of Graphics LSI products (including circuit board products equipped
with Graphics LSI products) accounted for about 50% of the Company’s net sales.

As for products targeted at the pachinko and pachislot machine market for fiscal 2018, net sales
decreased by 42.9% from the previous fiscal year to 4,736 million yen, affected by a temporary
inventory adjustment in the market and a rise in reuse of device components, including the Company’s
products, as well as the harsh market environment. Sales of Graphics LSI products, which are the
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mainstay products in this market, were 290,000 units, compared to 630,000 units in the previous fiscal

year. As for other products targeted at the said market, although sales of LED driver LSI products

increased from the previous fiscal year, supported by robust demand from customers who adopt the

products, sales of memory-module products decreased from the previous fiscal year due to the

increased reuse of products by major customers.

(Note 1) “LED driver LSI product” refers to LSIs designed to efficiently control LED equipped in pachinko
and pachislot machines.

(Note 2) “Memory-module” refers to the portion of the graphics-rendering circuit board of pachinko and
pachislot machines that stores visual data.

Products targeted at the embedded system market

For the embedded system market, which includes medical devices and industrial equipment, the
Company sells Graphics LSI products. In terms of Graphics LSI products targeted at the embedded
system market for the fiscal 2018, net sales increased 60.7% from the previous fiscal year to 183
million yen due to advances with the adoption of new products.

Other

Other than the aforementioned products, the Company develops and sells the development
evaluation board and software to support the development by customers along with middleware
products for game applications. Sales associated with such development-support environments and
middleware products increased by 16.4% year-on-year to 84 million yen.

(Orders received and sales generated by product category) (In millions of yen)

Outstanding FY 2018 FY 2018 Outstanding

Product category or.der.s at Ordprs Net sales orders at
beginning of received end of

FY 2018 FY 2018

Pachlpko and pachislot 1416 5.015 4736 1,695

machines market

Embedded system market 40 174 183 32

Other 6 84 84 6

Total 1,464 5,273 5,003 1,734

Capital investment

Capital investment in fiscal 2018 totaled 43 million yen.

It mainly consisted of investment in equipment, etc. for design and development purposes amounting
to 8 million yen, software, etc. for design and development purposes amounting to 14 million yen, and
refurbishment expenses for head office working areas, etc. amounting to 19 million yen.

Financing
All capital investments, etc. were financed by the Company’s own funds in fiscal 2018.

Transfer, absorption/merger, or spin-off of business
N/A

Assignment of other company’s business
N/A

Transfer of rights/obligations related to business of other corporations, etc. due to
absorption/merger or spin-off
N/A

Acquisition or disposal of shares or other interest or stock acquisition rights, etc. of other

companies
The Company established VIPPOOL Inc., a fully-owned subsidiary, on July 2, 2018.
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(2) Trends in Assets and Income over Past 3 Fiscal Years

Category FY 2015 FY 2016 FY 2017 FY 2018
Orders received (million yen) 6,613 7,279 8,778 5,273
Net sales (million yen) 8,982 8,012 8,477 5,003
Ordinary income (loss) (million yen) 220 162 164 (1,651)
Profit (loss) (million yen) 113 92 80 (2,000)
Basic earnings (loss) per share (yen) 9.85 8.30 7.18 (178.83)
Total assets (million yen) 12,156 12,029 13,035 9,701
Net assets (million yen) 11,256 11,457 11,418 9,313
Net assets per share (yen) 1,006.14 1,024.16 1,020.67 832.45

(3) Material Subsidiaries
Company name | Capital stock Ratio of voting Business activities
rights held by the
Company
VIPPOOL Inc. 25 million yen 100.00% Development and sales of blockchain-related

products, cryptographic asset mining-related
operations, etc.

(Note) Established as a subsidiary as of July 2, 2018

In order to realize sustained growth, the Company will address the following issues:

In the pachinko and pachislot machine market, which is the Company’s main market, a harsh market
environment persists because, in addition to the gradual downtrend in the market, the reuse of pachinko
and pachislot machine components is causing a contraction in demand. With regard to future market
trends, although long-term market recovery is anticipated, the situation is expected to remain uncertain
for the time being. Under these circumstances, the Company believes that it is essential to capture new
profit opportunities through business diversification and other measures in order to achieve sustainable

Current initiatives toward business diversification outside of this main market include efforts to
increase sales of Graphics LSI in the medical and industrial embedded systems market, as well as
channeling the Company’s energies into commercialization of business in the following four areas:
middleware, machine learning (Al), blockchain, and security. The Company will continue to improve
our structure including the organizational reform and establishment of a subsidiary aimed at business
diversification, as well as proactively consider alliances, M&A, and business investment in order to

(4)  Issues to be Addressed
1)  Early establishment of new businesses
growth.
further accelerate the commercialization.
2)

Securing stable profits in the pachinko and pachislot machine market

In the pachinko and pachislot machine market, a harsh market environment persists. However,
the pachinko and pachislot market is a huge market where demand for electronic parts such as the
Company’s is in high demand. Additionally, there are many areas in which the Company has not
entered and are open to business possibilities for the Company. The Company recognizes that the
pachinko and pachislot machine market will continue to be an important market.

For the pachinko and pachislot machine market, the Company will continue to expand into the
system business with Graphics LSI products, our mainstay products, at its core. Furthermore, the
Company will diversify its products through product development for new areas in the pachinko
and pachislot machine market. Also, the Company is intent on improving the development-support
environment that would alleviate customers’ burden of development and providing more
customer-oriented high-value-added solutions. Through the organic implementation of such
measures, the Company intends to secure stable profits and achieve medium- to long-term growth
in a harsh market environment.
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3)  Efforts to protect and preserve intellectual property rights and eliminate the risk of

infringing the intellectual property rights of other companies

The Company recognizes, in addition to protecting and preserving intellectual property rights
for its various proprietary technologies, improving the structure to prevent the infringement of
other companies’ rights is a critical issue, based on the view that that the risk of infringement of
the intellectual property rights of other companies will increase along with the expansion of its
business scale. To address the aforementioned issues, the Company makes ongoing efforts,
including establishing divisions in charge of intellectual property rights in general that report
directly to the President, building a close relationship with its consulting patent attorneys and
conducting in-house seminars on intellectual property rights. For the future, the Company will
make an effort to enhance collaboration among R&D staff, divisions that oversee intellectual
property rights and the consulting patent attorneys in order to further boost their effectiveness.

4)  Enriching corporate governance
In order to continuously improve corporate value and realize sustainable growth, the Company
believes that enriching corporate governance is important, and that establishing an appropriate
corporate governance structure that fits factors such as the Company’s business type and business
scale is an important issue.

Basic policy on corporate governance

The Company engages in business by sharing the value of our “Mission,” “Vision,” and
“Values” as declared in our Corporate Philosophy. Based on this philosophy, in addition to
conducting business activities as a corporate entity with social ethics, by increasing the health,
transparency, and efficiency of management, the Company will aim to improve corporate value
and achieve continuous growth.

The AXELL Corporate Philosophy

Mission : Contribute to innovation through sophisticated products and services
Vision  : Aim for global success as a leading technology company
Values : Top priority on customer satisfaction

Enjoy challenges as professionals
Respect diversity and achieve greater things with colleagues and partners
Act with greater speed

5) Principal Business (as of March 31, 2019)
The Company is mainly engaged in the development and sales of various LSI products, circuit
board products and electronic devices.

(6) Principal Offices and Plants (as of March 31, 2019)

Name Address

Head Office 14-1, Sotokanda 4-chome, Chiyoda-ku, Tokyo, Japan

(7) Employees (as of March 31, 2019)

Number of employees Increase / decrease from previous Average age | Average years of service
fiscal year-end

Decrease of 3 persons

84 (26) persons (Decrease of 6 temporary staffs)

44 .4 years old 10.0 years

(Note) Number of employees represents the number of employees on the Company’s payroll; the figure in the
parentheses represents the average number of temporary staff, etc. throughout the year, and is excluded from
the number of employees.

(8)  Principal Lenders (as of March 31, 2019)
N/A

(9) Other Material Information on Current Status of the Company

1) CSR activities
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The Company acknowledges the social nature of a company, and based on the view that it is an
important duty to engage in social contribution activities, it executes various CSR (Note) activities
in a scale that is in line with its corporate capabilities. In fiscal 2018, the Company made social
contributions, including making donations to the Japan Heart Foundation and the Japanese
Foundation For Cancer Research. The Company also made donations through the Japanese Red
Cross Society to victims of natural disasters.

Furthermore, the Company is conducting an education program for university students at the
University of Tsukuba with the aim of training embedded systems engineers. To the education
program, which is operated based on donations from the Company through the Campus OJT
Industry-University Education Foundation, etc., the Company’s engineers are dispatched as
lecturers. In this program, the Company hopes to train engineers who will play a leading role in
Japan in the future which will, in turn, bring about further progress in embedded systems
technologies, which Japan can boast to the world.

Donations made by the Company to victims of natural disasters in fiscal 2018:
- Donation for Disaster of Torrential Rain in July 2018
2018 Donation for Disaster of Hokkaido Eastern Iburi Earthquake
2018 Donation for Disaster of Sulawesi, Indonesia Earthquake and Tsunami

(Note) CSR is the acronym of Corporate Social Responsibility. It is a concept based on the idea that
corporations should act responsibly with respect to society, environment and other such factors, in
addition to economic activities, for the purpose of creating a sustainable society.

2) Reduction of remuneration for Directors

The Company takes the business results for fiscal 2018 as well as the fact that we have to
propose the Ordinary General Meeting of Shareholders to make no payment of distribution of
surplus very seriously, and has resolved to continue a reduction of the amount of remuneration for
Directors for fiscal 2019 as follows.

(1) Reduction of the amount of remuneration for Directors

President & Representative Director 15% of monthly remuneration
Executive Vice President & Representative Director: 15% of monthly remuneration
Directors (excluding Audit and Supervisory Committee

Members) (two directors): 10% of monthly remuneration

(i1) Applicable period for reduction
From April 2019 to March 2020
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3) Establishment of a subsidiary

At the Board of Directors meeting held on May 9, 2019, the Company resolved to establish a
subsidiary in order to promote business in the areas of machine learning (Al) and middleware.

Objective of the establishment of subsidiary

The Company is focused on commercialization in the following four areas: middleware, machine
learning, security, and blockchain, and decided to establish a subsidiary with the objective of the early
establishment of new business in the areas of machine learning (Al) and middleware.

Outline of the subsidiary

(1) Trade name : ax Inc.
(2) Address : 10F, Akihabara UDX South Wing, 4-14-1 Sotokanda, Chiyoda-ku, Tokyo, Japan
(3) Position and name of :  Takehiko Terada, President & Representative Director
representative director
(4) Business activities : Al consulting

Development and sales of Al frameworks
Sales of middleware (AXIP)

(5) Capital : 150 million yen

(6) Settlement date : March 31

(7) Established : May 2019 (tentative)

(8) Main shareholdersand : AXELL CORPORATION: 90%
shareholding ratio Vault, Inc. : 10%
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2. Status of Shares (as of March 31, 2019)

(1) Total Number of Shares Authorized to be Issued

(2) Total Number of Shares Issued

23,112,000 shares

11,187,749 shares

(3) Number of Shareholders 4,718 shareholders

(4) Major Shareholders

Name of shareholder Number of shares held Controlling share
Yuzuru Sasaki 1,243,200 shares 11.11%
Midoriya Electric Co., Ltd. 849,000 7.58
Sumihiko Ichihara 595,800 5.32
Takayuki Shibata 594,800 5.31
BBH for Fidelity Low-Priced Stock Fund 399,100 3.56
(Principal All Sector Sub-portfolio)
Kazunori Matsuura 388,800 3.47
MLI FOR CLIENT GENERAL OMNI NON 368.000 398
COLLATERAL NON TREATY — PB ’ )
Kazuyoshi Moriya 330,000 2.94
Tatsuaki Okumura 329,000 2.94
The Master Trust Bank of Japan, Ltd. (trust account) 297,500 2.65

(Note) Controlling shares are calculated after excluding treasury stock (152 shares).

3. Information on the Company’s Stock Acquisition Rights, etc.

(1) Stock Acquisition Rights, etc. held by the Company’s Officers as of March 31, 2019

N/A

(2) Stock Acquisition Rights Issued to Employees, etc. during FY 2018

N/A

(3) Other Material Information on Stock Acquisition Rights, etc.

N/A
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4. Company Officers

(1) Directors (as of March 31, 2019)

Title

Name

Responsibilities & material concurrent positions

President & Representative

Director

Kazunori Matsuura

Visiting Professor of University of Tsukuba

Executive Vice President &

Representative Director

Akihiro Saito

Supervising Sale & Marketing Department and
Management Department

Director Koji Kanie General Manager of Engineering Department
Director Kazuki Kyakuno | General Manager of Strategic Planning Section
Director of VIPPOOL Inc.
Visiting Associate Professor of University of Tsukuba
Director Katsuya Mitsumura | Certified Public Accountant & Tax Accountant
(Audit and Supervisory Outside Director of INABA SEISAKUSHO Co., Ltd.
Committee Member, Outside Director of Mt. Fuji Springs Inc.
Full-time)
Director Masao Suzuki Representative Director of Strategic Capital Partners,

(Audit and Supervisory
Committee Member)

Co., Ltd.

Representative Director of Ken Real Estate Investment
Advisors Ltd.

Representative Director of Shibuya Television Co., Ltd.
Corporate Auditor of Risseisha Inc.

Director
(Audit and Supervisory
Committee Member)

Teiichiro Nishizaka

Small and Medium Enterprise Management Consultant

Director
(Audit and Supervisory
Committee Member)

Shigeo Igashima

Certified Public Accountant & Tax Accountant
Representative Partner of TIS Tax Accounting
Corporation

Outside Director of TATYO BUSSAN KAISHA, LTD.
Outside Corporate Auditor of Shintokyo Group Co., Ltd.

(Notes)1.

2.

Directors (Audit and Supervisory Committee Members) Katsuya Mitsumura, Masao Suzuki, Teiichiro

Nishizaka and Shigeo Igashima are Outside Directors.

Directors (Audit and Supervisory Committee Members) Katsuya Mitsumura and Shigeo Igashima have

considerable financial and accounting expertise as described below.

e Mr. Katsuya Mitsumura was elected as a Director (Audit and Supervisory Committee Member) based on
his long years as a certified public accountant and tax accountant and his possession of extensive
knowledge of finance and accounting.

e Mr. Shigeo Igashima was elected as a Director (Audit and Supervisory Committee Member) based on his
long years of experience as a certified public accountant and tax accountant and his possession of
extensive knowledge of the management of business corporations.

Changes in Directors during the current fiscal year are as follows.

e Director Nobuhiro Sendai and Director (Audit and Supervisory Committee Member) Yoshiki Yoshida
retired due to the expiration of their terms of office at the close of the 23™ Ordinary General Meeting of
Shareholders held on June 16, 2018.

e The Company has newly elected and appointed Director Kazuki Kyakuno and Director (Audit and
Supervisory Committee Member) Teiichiro Nishizaka at the 23" Ordinary General Meeting of
Shareholders held on June 16, 2018.

Changes in positions and responsibilities of Directors as of April 1, 2019 are as follows.

o Koji Kanie, formerly Director & General Manager of Engineering Department of the Company, has been
appointed as Director Supervising Engineering Department & General Manager of Information Security
Section of the Company.

o Kazuki Kyakuno, formerly Director & General Manager of Strategic Planning Section of the Company,
has been appointed as Director Supervising Algorithm Team of Engineering Department & General
Manager of Strategic Planning Section of the Company.

With the intent of increasing the effectiveness of information collection and other audits and strengthening the

audit and supervisory functions, the Company has appointed Director (Audit and Supervisory Committee

Member) Katsuya Mitsumura as a Full-time Audit and Supervisory Committee Member.

The Company has designated Directors (Audit and Supervisory Committee Members) Katsuya Mitsumura,

Masao Suzuki, Teiichiro Nishizaka and Shigeo Igashima as Independent Corporate Officers under the

provisions of the Tokyo Stock Exchange, and has notified the Tokyo Stock Exchange to that effect.
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(2) Outline of Liability Limitation Agreement
Under the provision of Article 427, Paragraph 1 of the Companies Act, the Company has
concluded an agreement with its Directors (Audit and Supervisory Committee Members) Katsuya
Mitsumura, Masao Suzuki, Teiichiro Nishizaka and Shigeo Igashima to limit their liability for
damages under Article 423, Paragraph 1 of the said Act.
The cap on the liability for damages under the said agreement is the sum of the amounts set
forth in the items of Article 425, Paragraph 1 of the Companies Act.

(3) Total Amount of Remuneration, etc. for Directors

Classification Number of persons Amount of remuneration, etc.
Bir;i?:tézxﬁ2$£§r¢Udit and Supervisory 5 persons 81 million yen
(Outside Director) (—persons) (—million yen)
B&Zﬁﬁ;gﬁﬁggggﬂs UpervISory 5 persons 32 million yen
(Outside Director) (5 persons) (32 million yen)

Total 10 persons 114 million yen
(Outside Director) (5 persons) (32 million yen)

(Notes)1. The above includes one Director (excluding Audit and Supervisory Committee Member) and one Director
(Audit and Supervisory Committee Member) who retired at the close of the 23" Ordinary General Meeting of
Shareholders held on June 16, 2018.

2. Total amount of remuneration, etc. of Directors (excluding Audit and Supervisory Committee Members) does
not include the portion of employee salary paid to Directors concurrently serving as employees.

3. The amount of remuneration of Directors (excluding Audit and Supervisory Committee Members) is limited
to the sum of: the fixed remuneration portion amount to no more than 100 million yen per year and the
performance-linked remuneration portion with a short-term performance-linked remuneration of no more than
65 million yen per year and a mid- to long-term performance-linked remuneration of no more than 50 million
yen per year, which was approved at the 21st Ordinary General Meeting of Shareholders held on June 18,
2016.

4. At the 21st Ordinary General Meeting of Shareholders held on June 18, 2016, a resolution was adopted to
limit the amount of remuneration of Directors (Audit and Supervisory Committee Members) to 40 million yen
per year.

(4) Outside Officers
1) Concurrent position held at other companies, etc. (if officer is a business executive of other
companies, etc.) and relationship between the Company and other such companies, etc.

. Company, etc. where Description of
Title Name o .
concurrent position is held concurrent position
Director Strategic Capital Partners, Co., Ltd. | Representative Director
(Audit and . Ken Real Estate Investment Representative Director
. Masao Suzuki .

Supervisory Advisors Ltd.
Committee Member) Shibuya Television Co., Ltd. Representative Director
Director
(Audit fmd Shigeo Igashima TIS Tax Accounting Corporation | Representative Partner
Supervisory
Committee Member)

(Note) There is no material business relationship between the Company and each of the aforementioned companies.
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2) Concurrent position held by outside officers, etc. of other companies, etc. and relationship
between the Company and other such companies, etc.

Company, etc. where Description of

Title Name concurrent position is held concurrent position
Director
(Audit and Katsuya INABA SEISAKUSHO Co., Ltd. Outside Director
Supervisory Mitsumura Mt. Fuji Springs Inc. Outside Director

Committee Member)

Director

(Audit and
Supervisory
Committee Member)

Masao Suzuki

Risseisha Inc. Corporate Auditor

Director

(Audit and
Supervisory
Committee Member)

Shigeo Igashima

Outside Director
Outside Corporate
Auditor

TAIYO BUSSAN KAISHA, LTD.
Shintokyo Group Co., Ltd.

(Note) There is no material business relationship between the Company and each of the aforementioned companies.

3) Main activities during FY 2018

Classification Name Main activities
Director Participated in all of the 14 Board qf Directors meetings aqd in
(Audit and Katsuya all .of the 14 Audit and Superwsory Cqmmlttee meetings
Supervisory Mitsumura during FY 2018, and provided expert opinions mainly as a

Committee Member)

certified public accountant and tax accountant on proposals,
deliberations, etc. as necessary.

Director
(Audit and
Supervisory
Committee Member)

Masao Suzuki

Participated in all of the 14 Board of Directors meetings and in
all of the 14 Audit and Supervisory Committee meetings
during FY 2018, and provided opinions on proposals,
deliberations, etc. as necessary, from the standpoint of overall
corporate management.

Since his assumption of office as of June 16, 2018,

Director participated in all of the 10 Board of Directors meetings and in
(Audit and Teiichiro all of the 10 Audit and Supervisory Committee meetings
Supervisory Nishizaka during FY 2018, and provided opinions on proposals,

Committee Member) deliberations, etc. as necessary, based on his extensive
experience in the industry to which the Company belongs.
. Participated in all of the 14 Board of Directors meetings and in

Director . . . .

. all of the 14 Audit and Supervisory Committee meetings
(Audit and . . . . .. .

. Shigeo Igashima | during FY 2018, and provided expert opinions mainly as a
Supervisory

Committee Member)

certified public accountant and tax accountant on proposals,
deliberations, etc. as necessary.

(Note) Director (Audit and Supervisory Committee Member) Teiichiro Nishizaka was elected at the 23" Ordinary
General Meeting of Shareholders held on June 16, 2018; therefore, the number of times the Board of Directors
meetings and the Audit and Supervisory Committee meetings were held differ from other Directors (Audit and
Supervisory Committee Members).
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5. Accounting Auditor

(1) Name: Ernst & Young ShinNihon LL.C
(Note) Ernst & Young ShinNihon LLC changed its Japanese trading name as of July 1, 2018; however, its English trading
name remains unchanged.

(2) Amount of Fees, etc.

Amount paid

Amount of fees, etc. for work prescribed in Article 2, Paragraph 1 of the Certified

Public Accountants Law 21 million yen

Total amount of monetary and other financial benefits payable by the Company to the

Accounting Auditor 21 million yen

(Note) 1. The amount of audit fees, etc. for audits conducted under the Companies Act and the amount of audit fees,
etc. for audits conducted under the Financial Instruments and Exchange Act are not clearly distinguished
from each other in the audit agreement concluded between the Company and the Accounting Auditor; nor
are they distinguishable in practice. Therefore, the aggregate amount of such audit fees, etc. is shown as the
amount of fees, etc. for fiscal 2018.

2. Upon conducting required verification regarding matters such as the content of the audit plan, status of
business execution of the accounting audit, and basis for calculating remuneration of the Accounting
Auditor, the Audit and Supervisory Committee has determined and agreed that the amount of remuneration,
etc., payable to the Accounting Auditor is appropriate.

(3) Description of Non-auditing Business
N/A

(4) Policy regarding Determination of Termination or Nonrenewal of Appointment of Accounting Auditor

In the event where there are issues with the execution of duties by the Accounting Auditor or if
determined as such for other reasons, the Audit and Supervisory Committee will determine the content
of a proposal to terminate or not renew appointment of the Accounting Auditor.

Additionally, if the Audit and Supervisory Committee determines that any of the Items in Article
340, Paragraph 1 of the Companies Act applies to the Accounting Auditor, the Accounting Auditor will
be terminated upon agreement from all Audit and Supervisory Committee Members. In this case, the
Audit and Supervisory Committee Member elected by the Audit and Supervisory Committee will report
the termination of the Accounting Auditor and the reason for termination