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(Al amounts are rounded down to the nearest millien)
1. Consolidated Financial Results for the Three Morits Ended September 30, 2019 (July 1, 2019 — Septa&mnBO0,
2019)

(1) Consolidated results of operations (Percentages represent year-on-year changes)

Net income
L . . attributable to
Net sales Operating income Ordinary income | ors of the parent
compan'
Million % Million % Million % Million %
yer yer yer yer
Three months ended September 30, 2019 7,901 2.3 (205) - (228) - (232) -
Three months ended September 30, 2018 7,722 16.4 304 (50.1) 318 (49.7) 183 (45.0)
Note: Comprehensive income (million yen) Three rhergnded September 30, 2019: (278)(-%)
Three months ended September 30, 2018: 377 (-%)
Net income Diluted net income
per shar per shar
Yen Yen
Three montt endedSeptembe 30, 2029 (3.57 -
Three montk endedSeptembe 30, 20:8 2.84 2.61
(2) Consolidated financial position
Total assets Net assets Equity ratio
Million yen Million yen %
As of Septembi 30, 20:9 23,83( 10,47" 42.€
As of June 30, 2(9 22,00z 10,761 47.1

Reference: Total equity As of September 30, 2019: 10,150 million yen
As of June 30, 2019: 10,353 million yen

Total equity = Shareholders’ equity + total accuated other comprehensive income

2. Dividends
Dividend per share
1Q-end | 2Q-end | 3Q-end | Year-end| Total
Yen Yen Yen Yen Yen
Fiscal year ended June 30, 9 - 0.0C - 0.00 0.00
Fiscal year endir June 30, 220 -
Fiscal year ending June :2020(forecasts 0.0C - 0.00 0.00

Note: Revisions to the most recently announcedldivil forecast: None



3. Consolidated Forecast for the Fiscal Year Endingune 30, 2020 (Jul. 1, 2019 — Jun. 30, 2020)
(Percentages represent year-on-year changes)

Net income Net income
Net sales Operating income Ordinary income attributable to owners
per share
of the parer compan
Million yen % Million yen % Million yen % Million yen % Yen
Full year 39,000 21.1 (1,240) - (1,390) - (1,720) - (26.37)

Note: Revisions to the most recently announcediegsrforecast: None

* Notes
(1) Changes in significant subsidiaries duringghdod (changes in scope of consolidation): None
(2) Application of special accounting methods foegenting quarterly consolidated financial statesiddone

(3) Changes in accounting policies and accountagetl estimates, and restatements

1) Changes in accounting policies due to revisinreccounting standards, others:  Yes

2) Changes in accounting policies other than 1yabo None
3) Changes in accounting-based estimates: None
4) Restatements: None

(4) Number of shares outstanding (common shares)
1) Number of shares issued (including treasuryesf)at end of period
As of September 30, 2019: 68, 007, 400 shares f Bsre 30, 2019: 67, 497, 200 shares
2) Number of treasury shares at end of period
As of September 30, 2019: 2,693,533 shares Aargf 30, 2019: 2,693,533 shares
3) Average number of shares outstanding duringén®d
Three months ended Sept. 30, 2019: 64,935, 5&42sh Three months ended Sept. 30, 2018: 64, 288t&8es

* The current quarterly summary report is not sabje the quarterly review procedures by certifiedblic accountants or auditing
corporations.

* Cautionary statement with respect to forecasts@her matters

(Note concerning forward-looking statements)
Earnings forecasts and other forward-looking stetesnin this report are based on assumptions jutigled valid and
information available to the Company at the timéhis report's preparation. Actual performance wiiffgr significantly from
these forecasts for a number of reasons. For therggions underlying the forecasts herein and atbgce on the use of
earnings forecasts, please refer to “Consolidateer@ing Results Forecast and Information abouiréwRredictions” on page
5 in the accompanying material.

* This financial report is solely a translation tife original Japanese “Kessan Tanshin” documenticwihas been prepared in
accordance with accounting principles and practigeserally accepted in Japan, for the conveniericgearlers who prefer an
English translation.
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1. Operating Results and Financial Position
(1) Analysis of Operating Results
Based on our extended Medium-Term Business Plaoummed on August 7, 2019, we defined the currescafi
year as a phase of investing human and finanaalurees in priority businesses.
We posted a loss in this first quarter becausepfrfont expenses associated with our new large liagstore
@cosmelokyq which is scheduled to open this fiscal year, tredgeopolitical impacts of recent events in Asia.
Progress toward our plan for the first quarteregifirom segment to segment, but consolidated sesalne in
ahead of forecast as a result of expense reductions
As a result, the consolidated operating performdicethis first quarter ended September 30, 2018s as

follows:
Net Sales: 7,901 million yen (2.3% year-on-yearease)
Operating Loss: 205 million yen (operating incomM@&@4 million
yen in the previous fiscal year)
Ordinary Loss: 228 million yen (ordinary income31f8 million yen
in the previous fiscal year)
Loss before income taxes: 163 million yen (incorafoke income taxes of 348

million yen in the previous fiscal year)

Net Loss attributable to owners of 1

232 million yen (net income attributable to owners
parent company:

of the parent company of 183 million yen in the

previous fiscal year)

1) On Platform segment
The On Platform segment comprises services basdbeoheauty portal sit@cosmeincluding B-to-B services
and B-to-C services.

In this first quarter, we focused @rand Official a service positioned as the next earnings pilara result,
B-to-B pay services and advertising services rembrsblid growth, with the number &8rand Official contracts
increasing strongly at a faster pace than expected.

Although profits were down due to upfront investmemcluding IT system investment, we expect an
improvement driven by future growth Bfand Official

As a result, the consolidated operating performdaicthis first quarter was as follows:

Net Sales: 1,953 million yen (6.9% year-on-yearease)

Segment Profit: 426 million yen (19.9% year-on-ydacrease)

2) Beauty Service segment
The Beauty Service segment comprises mainly re&wices in Japan, such as the operation of theestion
cosmetics E-Commerce si@cosme shoppinghe operation of the cosmetics specialty s@msme storeand

the planning, development, and marketing of privatnds.



E-Commerce sales recorded steady growth due tacostemers and an increase in repeat purchasedgingx
customers. Revenue rose sharply at a record ratily pecause of last-minute demand before thewuopton tax
hike.

Retail stores in Japan recorded revenue growthitdebe effect of closing the Shibuya Store andiclg some
stores temporarily for remodeling, because of haisiute demand before the consumption tax hike ahéro
factors.

Although we posted a segment loss due to upfrorgsiment in the new large flagship st@eosmeTokyo
scheduled to open this fiscal year, performanceiwéise with our forecast.

As a result, the consolidated operating performdaocthis first quarter was as follows:

Net Sales: 3,850 million yen (14.6% year-on-yearease)

Segment Loss: 19 million yen (segment profit of ©d8ion yen in the previous fiscal year)

3) Global segment
The Global segment comprises business operatiasgleuWapan, such as E-Commerce & Wholesale, sttais,
and media and other services.

In E-Commerce & Wholesale, sales declined in Claiméd a change in the competitive environment ipaoase
to the new E-Commerce Law We plan to take a medium- to long-term approachkales strategies that are not
price-dependent, such as enhancing our producerand concluding exclusive sales agreements.

With regard to overseas retail stores, sales ofdhestores in Hong Kong fell sharply due to thgpact of the
recent protests.

Although certain temporary geopolitical factors aeving an impact on the Global segment, we witisider
future business expansion based on close monitofitige operating environment.

Goodwill amortization of the three overseas comgsiiwhose income statements were consolidated from the
first quarter of the fiscal year ended June 30820dtaled 89 million yen in this first quarter.

As a result, the consolidated operating performdaoicthis first quarter was as follows:

Net Sales: 1,792 million yen (19.9% year-on-yearease)
Segment Loss: 126 million yen (46 million yen segim@ofit in the previous fiscal year)
Notes

*1 A law passed by the Chinese government to tigiégulations on individuals acting as import agentChina. The
law went into effect on January 1, 2019, and theegument announced that it would tighten regulatifumther in June.
*2 The three companies are as follows.

- Hermo Creative (M) Sdn. Bhd., which operates Er@erce site Hermo in Malaysia

- i-TRUE Communications Inc., which operates beawatygh site UrCosme in Taiwan

- MUA Inc., which operates beauty portal site Mgkalley in the U.S.

4) Others

The Others segment consists of a temporary staffiggncy for beauty consultants and salespersons, an



investment and consulting projects for companiesiious stages of development, including new et

In this first quarter ended September 30, 2019, tdraporary staffing agency posted lower sales amid
intensifying competition, but maintained a solidfpemance. The Investment and Consultation busipessed
capital gains from investment securities (grosditppod 30 million yen) as forecast. This led to oakt segment
revenue and profit increases.

As a result, the consolidated operating performdaocthis first quarter was as follows:

Net Sales: 306 million yen (2.8% year-on-year insg
Segment Profit: 41 million yen (15.8% year-on-yiearease)

(2) Consolidated Financial Position
1) Assets, Liabilities and Net Assets
(Assets)
Total assets as of September 30, 2019, were 23®B86n yen, an increase of 1,827 million yen fralane 30,
2019.
Current assets as of September 30, 2019, total@é4 inillion yen, an increase of 344 million yearfr June 30,
2019. This was mainly due to a 309 million yen @&ge in notes and accounts receivable — tradeythadfactors.
Fixed assets as of September 30, 2019, were 1&8kén yen, an increase of 1,483 million yen fraune 30,
2019. This was mainly due to an increase in tapgissets of 964 million yen as a result of applyFigS 16
Leasesto overseas consolidated subsidiaries whose lmlafeets are consolidated in compliance with
International Financial Reporting Standards (IFR8)d an increase of 487 million yen in lease anarantee

deposits under investments and other assets, hadfattors.

(Liabilities)
Total liabilities as of September 30, 2019, werg8%3 million yen, an increase of 2,111 million yfleom June 30,
20109.

Current liabilities increased by 2,071 million yéom June 30, 2019 to 10,422 million yen, mainledo a
1,800 million yen increase in short-term debt atiekofactors.

Fixed liabilities as of September 30, 2019 were32,fillion yen, an increase of 39 million yen fralmne 30,
2019. This was mainly due to a decrease in long-tigbt of 415 million yen and an increase of 454ioniyen in
“other” under fixed liabilities as a result of applg IFRS 16Leasedo overseas consolidated subsidiaries whose
balance sheets are consolidated in compliance Imignnational Financial Reporting Standards (IFR®) other

factors.

(Net Assets)
Total net assets as of September 30, 2019, wed&@ A Mnillion yen, a decrease of 284 million yen frdmme 30,
2019.

This was primarily due to decreases of 252 milli@m in retained earnings and 52 million yen in igme

currency translation adjustments, and other factors



(3) Consolidated Operating Results Forecast and Infmation about Future Predictions

We have made no changes to our consolidated opgnagsults forecast for the fiscal year ending J3Me2020,
released on August 7, 2019, in the Summary of Qateed Financial Results for the Fiscal Year Endede 30,
2019.



2. Consolidated Financial Statements and Relevantdies
(1) Consolidated Balance Sheets
(Millions of yen)
As of June 30, 2019 As of Sept. 30, 2019

Amount Amount
Assets
Current assets
Cash and deposits 3,303 3,134
Notes and accounts receivable - trade 2,700 3,009
Merchandise 2,881 3,034
Operational investment securities 1,367 1,366
Other 689 742
Allowance for doubtful receivables (8) (20)
Allowance for investment loss (12) (12)
Total current assets 10,920 11,264
Fixed assets
Tangible assets 1,015 1,979
Intangible assets
Goodwill 2,944 2,869
Software 2,677 2,449
Other 343 722
Total intangible assets 5,965 6,041
Investments and other assets
Investment securities 2,186 2,137
Lease and guarantee deposits 1,476 1,963
Other 442 446
Total investments and other assets 4,103 4,546
Total fixed assets 11,083 12,566
Total assets 22,003 23,830




As of June 30, 2019

(Millions of yen)

As of Sept. 30, 2019

Amount Amount
Liabilities
Current liabilities
Notes and accounts payable — trade 1,677 1,734
Short-term debt 2,700 4,500
Current portion of long-term debt 1,793 1,674
Income taxes payable 211 130
Provision for bonuses 288 192
Other 1,683 2,192
Total current liabilities 8,351 10,422
Fixed liabilities
Long-term debt 2,782 2,367
Other 110 564
Total fixed liabilities 2,892 2,931
Total liabilities 11,242 13,353
Net assets
Shareholders’ equity
Capital stock 3,647 3,693
Capital surplus 2,971 3,017
Retained earnings 4,218 3,966
Treasury stock (280) (280)
Total shareholders’ equity 10,556 10,397
Accumulated other comprehensive income
Net unrealized gain on available-for-sale secuitie (28) (20)
Foreign currency translation adjustments (176) (227)
Total accumulated other comprehensive income (204) (247)
Subscription rights to shares 136 58
Non-controlling interests 272 269
Total net assets 10,761 10,477
Total liabilities and net assets 22,003 23,830




(2) Consolidated Statements of Income and Comprehsive Income
Consolidated Statements of Income
(Millions of yen)

Three months ended Three months ended

Sept. 30, 2018 Sept. 30, 2019

Amount Amount
Net sales 7,722 7,901
Cost of sales 4,074 4,194
Gross profit 3,648 3,707
Selling, general and administrative expenses 3,344 3,911
Operating income (loss) 304 (205)
Non-operating income

Interest income 1 1

Foreign exchange gains 16 8

Other 6 6

Total non-operating income 22 14
Non-operating expenses

Interest expenses 5 7

Loss on investments in partnership 2 3

Equity in losses of affiliates 2 26

Other 0 2

Total non-operating expenses 8 38
Ordinary income (loss) 318 (228)
Extraordinary income

Gain on sales of investment securities 30 -

Gain on reversal of share acquisition rights - 77

Total extraordinary income 30 77
Extraordinary loss

Loss on closing of stores - 3

Relocation expenses -

Total extraordinary loss - 11
Income (loss) before income taxes 348 (163)
Total income taxes 163 73
Net income (loss) 185 (236)
Net income (loss) attributable to non-controlling nterests 2 (4)
Net income (loss) attributable to owners of the pant

183 (232)

company




Consolidated Statements of Comprehensive Income
(Millions of yen)

Three months ended Three months ended

Sept. 30, 2018 Sept. 30, 2019
Amount Amount
Net income 185 (236)
Other comprehensive income (loss)
Net unrealized gain on available-for-sale secuwitie 41 8
Foreign currency translation adjustments 151 (51)
Total other comprehensive income 193 (42)
Comprehensive income (loss) 377 (278)
Comprehensive incomgoss)attributable to
Owners of the parent 367 (275)
Non-controlling interests 11 3)



(3) Notes on Consolidated Financial Statements

(Notes on the Going-concern Assumption)
Not applicable

(Notes on Significant Changes in the Amount of 8halders’ Equity)
Not applicable

(Changes in Accounting Policies)
Application of IFRS 16 eases
Effective from this first quarter, the Company’s meas subsidiaries that apply IFRS (Internatiotirzdiicial Reporting
Standards) have applied IFRS l€asesAs a result, the lessees have recognized, irtipte) assets and liabilities for
all leases. IFRS 16 has been applied in accordaitbethe transitional provisions, and the cumulatieffect of the
changes in accounting policy has been recognizddruetained earnings as of the beginning of ir8s quarter.
Consequently, as of the end of this first quattergible assets increased by 838 million yen, @ithér” under current
liabilities rose by 407 million yen, while “Othednder fixed liabilities increased by 451 millionrye
The impact of this change on the Consolidated Sttésrof Income during this first quarter is imméstler
It should also be noted that the outstanding balarficetained earnings decreased by 21 million gemf the beginning

of this first quarter.
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(Segment Information)
Three months ended September 30, 2018 (July 1, 2048gh September 30, 2018)

1. Net sales and income/loss by reportable segment
(Millions of yen)

Reportable segment Amounts on the
Adjustments  consolidated
Beauty (note 1) .
On Platform ; Global Others Total statements of income
Service
(note 2)
Net sale
Sales to outside customers 1,828 3,361 2,236 297 7,722 - 7,722
Inter-segment sales and 4 42 19 2 67 67) )
transfers
Total 1,832 3,403 2,254 300 7,789 (67) 7,722
Segmenprofit (loss) 531 138 46 36 751 (447) 304

Notes: 1. Adjustments in Segment profit (lossthia amount of (447) million yen include 2 milligen elimination of inter-segment
transactions and (449) million yen corporate experat allocated to any reportable segment.
2. Segment profit (loss) is adjusted to correspwith operating income reported on the consolidlatatements of income

for the corresponding period.

2. Information about Impairment Loss on Fixed Ass&oodwill, etc.
(Significant impairment losses related to fixedetss

Not applicable

(Significant changes in goodwill amounts)

Not applicable

(Significant gain on negative goodwill)

Not applicable

Three months ended September 30, 2019 (July 1, 20&9gh September 30, 2019)

1. Net sales and income/loss by reportable segment
(Millions of yen)

Reportable segment Amounts on the
Beaut Adjustments  consolidated
On Platform cauty Global Others Total (note 1) statements of income
Service
(note 2)
Net sale
Sales to outside customers 1,953 3,850 1,792 306 7,901 - 7,901
Inter-segment sales and 5 9 1 2 17 17) )
transfers
Total 1,958 3,859 1,793 308 7,918 a7 7,901
Segmenprofit (loss) 426 (29) (126) 41 322 (527) (205)

11



Notes: 1. Adjustments in Segment profit (lossthia amount of (527) million yen include (19) nali yen elimination of
inter-segment transactions and (508) million yerpomate expense not allocated to any reportablmseg
2. Segment profit (loss) is adjusted to correslpoith operating income reported on the consolidatatements of income

for the corresponding period.
2. Information about Impairment Loss on Fixed Ass&oodwill, etc.
(Significant impairment losses related to fixedetsp

Not applicable

(Significant changes in goodwill amounts)

Not applicable

(Significant gain on negative goodwill)

Not applicable
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(Significant Subsequent Events)

1. Issuance of Stock acquisition rights (stockamiinvolving consideration)

At its Board of Directors’ meeting held on Augu€?, 2019, the Company resolved to issue the 19tiessastock
acquisition rights for the Company’s employees Birdctors of a subsidiary, and the 20th seriesksémgjuisition rights
for the Company’s Directors pursuant to Article$2338, and 240 of the Companies Alhe stock acquisition rights
were issued on October 2, 2019.

An overview of the issuestock acquisition rightss provided below:

The 19th series Stock acquisition rights (Board im&é&ors resolution dated August 30, 2019)

Date of resolution August 30, 2019

Seventeen employees of the Company
Category and number of persons granted
One Director of a subsidiary

Number of Stock acquisition rights 2,810 units

Common shares:

Class and number of shares granted
281,000 shares (Note 1)

Amount to be paid for exercise 64 yen (Note 2)

Exercise period From October 1, 2021, to March 31, 2023
Issuance price of shares upon exercise and ambunt o| Ssuance price 64 yen
capitalization Capitalization 32 yen

Exercise conditions (Note 3)

Matters related to transfer of Stock acquisitights (Note 4)

Matters related to issuance of Stock acquisitights

o (Note 5)
upon reorganization

Notes: 1. The number of shares underlying eachafitite Stock acquisition rights (“hnumber of shagesnted”) shall be
100 common shares of the Company.
If the Company carries out a share split (includjngtis allotment of the Company’s common shafes same
applies hereinafter) or share consolidation afterallotment date of the Stock acquisition rigttie,number of
shares to be issued shall be adjusted accorditigetollowing formula, provided that it shall onapply to
shares underlying Stock acquisition rights unesegtiat that point, and fractional shares resulfiom the

adjustment shall be discarded.

Number of shares granted Number of shares granted Ratio of share split
after adjustment - before adjustment or share consolidation

If the Company carries out a merger, share spiéres consolidation, or capital reduction, or artyeotsimilar
cases requiring adjustment of the number of shgrasted after the allotment date of the Stock aitiom

rights, the adjustment shall be made appropriatélyin a reasonable range.
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2. The amount of property to be contributed for élercise of the Stock acquisition rights shall e amount
per share to be paid for exercise (“exercise pyiniltiplied by the number of shares granted.
The exercise price shall be 64 yen, which is 10%hefclosing price of the Company’s shares at they@ok
Stock Exchange on August 29, 2019, i.e, the tradiag preceding the date of resolution by the Baard
Directors on the issuance of the Stock acquisttigints.
If the Company carries out a share split or sharesalidation after the allotment date of the Stacluisition
rights, the exercise price shall be adjusted adegri the following formula, and any fractions ultgg from

the adjustment shall be rounded up.

1
X Ratio of share split
or share consolidation

Exercise price _ Exercise price
after adjustment - before adjustment

If the Company issues new shares or disposes dfeiésury shares at a price below fair value after
allotment date of the Stock acquisition rights (eding issuance of new shares and disposal ofurgahares
for the exercise of Stock acquisition rights, @nsfer of treasury shares due to share exchamgegxercise
price shall be adjusted according to the followimignula, and any fractions resulting from the atijuent shall

be rounded up.

Number of Number of shares Amount per share
X
. . . shares already + to be issued to be paid
Exercise Exercise price
price after = before X issued Per share fair value before issuance
adjustment adjustment
d ) Number of shares already Number of shares to be
+
issued issued

“Number of shares already issued” in the formulavabshall be obtained by deducting the number ef th
Company’s treasury shares from the total numbethef Company’s shares outstanding. If the Company
disposes of its treasury shares, “Number of sharée issued” shall be comprehended as “Numbeharfes

to be disposed of.”

In addition to the preceding, if the Company mengék another company or carries out a share spligny
other similar cases requiring adjustment of exerpisce after the allotment date of the Stock agitjan rights,

the adjustment shall be made appropriately withieasonable range.

3. Exercise conditions
(1) The holders of stock acquisition rights may exertisn if they satisfy the conditions in the itenedoov
for each of the fiscal years ending June 30, 202i12822, for the Stock acquisition rights allottedhem

up to the ratio stated in each item. In case foaefi units of Stock acquisition rights arise agsutt of

14



calculating the exercisable Stock acquisition sghtcording to the applicable ratio, such fractiamats

shall be discarded at exercise.

A) EBITDA is not less than 4,500 million yen: 25% ofalatumber of Stock acquisition rights allotted to
the holder

B) EBITDA is not less than 5,000 million yen: 25% ofalohumber of Stock acquisition rights allotted to
the holder

C) EBITDA is not less than 5,500 million yen: 50% ofdlobumber of Stock acquisition rights allotted to
the holder

The EBITDA above shall be obtained by adding depreciaand amortization (including amortization of

goodwill) on the Company'’s consolidated statemehntsash flows to operating income on the Company’s

consolidated statements of income post auditing stated in the securities report submitted by the

Company. In case of significant changes in the ephof reference figures as a result of applying

international accounting standards, etc., the Comghall determine a separate indicator to be nedeo

within a reasonable range at its Board of Diredtoegting.

(2) If the closing price of the Company’s common shafnancial instrument exchanges falls below 50%
of the closing price of the trading day precedihg tesolution date for the issuance of the Stock
acquisition rights for five consecutive trading dajuring the period from the allotment date of $teck
acquisition rights to the attainment of the comdis in each item in (1) above, the holder may rReta@se
the ratio of the Stock acquisition rights for whitte conditions in each item in (1) above are tiatirzed

at that point.

(3) A holder shall be Director, Auditor, or employeethé Company, its subsidiary, or affiliate (subasittis
and affiliates stipulated in the Regulation on Tewhbgy, Forms, and Preparation Methods of Financial
Statements) at the time of exercise of the Stocjuiaition rights, unless there are due reasons asch
retirement upon expiry of term of office or mandgtretirement.

(4) A successor of a holder may not exercise the Stogkisition rights.

(5) If the Company’s total shares outstanding will edt¢he number of shares authorized to be issued as

result of exercise of the Stock acquisition riglth®se Stock acquisition rights may not be exedcise

(6) Fractional units of the Stock acquisition rightsymat be exercised.

4.Transfers of the Stock acquisition rights shalbipproved by the Company’s Board of Directors.

5.Matters related to issuance of Stock acquisttigits upon reorganization

If the Company carries out mergers (when the Companthe merged entity), absorption-type splits,

15



incorporation-type splits, share exchanges, orestransfers (collectively, “reorganization”), thelders shall
be granted Stock acquisition rights of each ofdtoek companies stipulated in Article 236, Paragrapltem
8, (a) to (e) of the Companies Act (the “reorgadizempanies”) for each instance in the followingditions
on the effective date of reorganization, providéattsuch issuance of Stock acquisition rights af th
reorganized companies under the following condgienstipulated in the absorption-type merger ages,
incorporation-type merger agreement, absorptioe-tgplit agreement, incorporation-type split plahare

exchange agreement, or share transfer plan.

(1) Number of Stock acquisition rights of the reorgadizompanies to be issued

The number of Stock acquisition rights equivalerthtwse held by the holder shall be issued respagtiv

(2) Class of shares of the reorganized companies wmigthe Stock acquisition rights

Common shares of the reorganized companies

(3) Number of shares of the reorganized companies lymaigthe Stock acquisition rights

To be determined by applying the formula in 1.uponsidering the conditions of the reorganization.

(4) Amount of property to be contributed for the exeecdf the Stock acquisition rights
The amount of property to be contributed for thereise of the Stock acquisition rights to be issskedll
be obtained by multiplying the exercise price pestrganization, which is the result of adjustmeithe
exercise price in 2. by the number of shares ofd¢loeganized company underlying the Stock acqaisiti

rights to be determined according to 5. (3) abg@nuconsidering the conditions of reorganization.

(5) Exercisable period
The commencement date of the exercisable periokdeoStock acquisition rights, or the effective date
reorganization, whichever is later, up to the expiate of the exercisable period of the preceditgks

acquisition rights.

(6) Matters related to increases in capital stock agdllcapital surplus due to share issuance upauisgef
Stock acquisition rights

To be determined by applying the stipulations ofShack acquisition rights.
(7) Restrictions on acquiring Stock acquisition rigiough transfer
Restrictions on acquisitions through transfer shalbpproved by resolution of the reorganized canesa

boards of directors.

(8) Other exercise conditions for Stock acquisitiorntig

To be determined by applying the conditions in 3.
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(9) Reasons and conditions for acquiring Stock acdaiisiights

To be determined in accordance with the stipulatimisw.

If, during the period from the subscription rigibement date until fulfillment of any of the exésability
conditions specified in 3.1) above, the Compangismimon shares’ closing price on a financial instranime
exchange is below 50% of its August 29, 2019 clpgimnice for five consecutive trading days, the
Company may reacquire for no consideration thegrgagie of subscription rights that, as of that date
have yet to become exercisable through fulfillmafrgaid exercisability conditions.

If a merger agreement in which the Company is thesurviving company, an agreement or plan under
which the Company would be split up, or a sharéharge agreement or share transfer plan under which
the Company would become a wholly owned subsidmgpproved at a general meeting of shareholders
(or by a Board of Directors’ resolution if sharethed approval is not required), the Company may
reacquire all subscription rights for no consideraton or after a designated date to be separately
specified by the Company’s Board of Directors.

The Company may reacquire for no consideration amgxercised subscription rights that have been

rendered unexercisable by the provisions of 3. abov

(10)Any other conditions shall be determined by apgyime conditions of the reorganized companies.

The 20th series Stock acquisition rights (Board im&é&ors resolution dated August 30, 2019)

Date of resolution

August 30, 2019

Category and number of persons granted

Two Diredbthe Company

Number of Stock acquisition rights

10,000 units

Class and number of shares granted

Common shares:
1,000,000 shares (Note 1)

Amount to be paid for exercise

64 yen (Note 2)

Exercise period

From October 1, 2021, to October 31, 2024

Issuance price of shares upon exercise and ambunt o| ssuance price 64 yen
capitalization Capitalization 32 yen
Exercise conditions (Note 3)
Matters related to transfer of Stock acquisitights (Note 4)
Matters related to issuance of Stock acquisitights (Note 5)

upon reorganization

Notes: 1. The number of shares underlying eachafitite Stock acquisition rights (“number of shagesnted”) shall be

100 common shares of the Company.
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If the Company carries out a share split (includjngtis allotment of the Company’s common shates same
applies hereinafter) or share consolidation afterallotment date of the Stock acquisition rigttie,number of
shares to be issued shall be adjusted accorditigetollowing formula, provided that it shall onpply to
shares underlying Stock acquisition rights unesegtiat that point, and fractional shares resulfiom the

adjustment shall be discarded.

Number of shares granted Number of shares granted Ratio of share split
after adjustment - before adjustment or share consolidation

If the Company carries out a merger, share spiéres consolidation, or capital reduction, or artyeotsimilar
cases requiring adjustment of the number of shgrasted after the allotment date of the Stock aitiom

rights, the adjustment shall be made appropriatélyin a reasonable range.

. The amount of property to be contributed for ¢lkercise of the Stock acquisition rights shall lbe amount
per share to be paid for exercise (“exercise pyiniltiplied by the number of shares granted.
The exercise price shall be 64 yen, which is 10%hefclosing price of the Company’s shares at they@ok
Stock Exchange on August 29, 2019, i.e., the trpdiay preceding the date of resolution by the Baxrd
Directors on the issuance of the Stock acquisttigints.
If the Company carries out a share split or sharesalidation after the allotment date of the Stacluisition
rights, the exercise price shall be adjusted adegri the following formula, and any fractions ultgg from

the adjustment shall be rounded up.

1
X Ratio of share split
or share consolidation

Exercise price _ Exercise price
after adjustment - before adjustment

If the Company issues new shares or disposes dfeiésury shares at a price below fair value after
allotment date of the Stock acquisition rights (eding issuance of new shares and disposal ofurgahares
for the exercise of Stock acquisition rights, @nsfer of treasury shares due to share exchamgegxercise
price shall be adjusted according to the followimignula, and any fractions resulting from the atjuent shall

be rounded up.

Number of Number of shares Amount per share
X
. . . shares already + to be issued to be paid
Exercise Exercise price
price after = before X issued Per share fair value before issuance
adjustment adjustment
d ) Number of shares already Number of shares to be
+
issued issued

“Number of shares already issued” in the formulavabshall be obtained by deducting the number ef th

Company’s treasury shares from the total numbethef Company’s shares outstanding. If the Company
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disposes of its treasury shares, “Number of sharée issued” shall be comprehended as “Numbeharfes

to be disposed of.”

In addition to the preceding, if the Company mengék another company or carries out a share spligny

other similar cases requiring adjustment of exerpisce after the allotment date of the Stock asitjan rights,

the adjustment shall be made appropriately withieasonable range.

3. Exercise conditions

(1) The holders of stock acquisition rights may exertigan if they satisfy the conditions in the itenaddo

()

®3)

for each of the fiscal years ending June 30, 2@R22, 2023, and 2024, for the Stock acquisitiohtsg

allotted to them up to the ratio stated in eacimnitk case fractional units of Stock acquisitioghts arise

as a result of calculating the exercisable Stocjuistion rights according to the applicable rasach

fractional units shall be discarded at exercise.

A) EBITDA is not less than 5,500 million yen: 25% ofalohumber of Stock acquisition rights allotted to
the holder

B) EBITDA is not less than 6,000 million yen: 25% ofaiobumber of Stock acquisition rights allotted to
the holder

C) EBITDA is not less than 7,000 million yen: 50% ofalabtumber of Stock acquisition rights allotted to
the holder

The EBITDA above shall be obtained by adding depreciaand amortization (including amortization of

goodwill) on the Company’s consolidated statemehntsash flows to operating income on the Company’s

consolidated statements of income post auditing stated in the securities report submitted by the

Company. In case of significant changes in the ephof reference figures as a result of applying

international accounting standards, etc., the Comghall determine a separate indicator to be nedeo

within a reasonable range at its Board of Diredtoegting.

If the closing price of the Company’s common shatefinancial instrument exchanges falls below 58f%
the closing price of the trading day precedingrésolution date for the issuance of the Stock aitipm
rights for five consecutive trading days during geziod from the allotment date of the Stock adtjais
rights to the attainment of the conditions in edem in (1) above, the holder may not exerciseréti® of

the Stock acquisition rights for which the conditdn each item in (1) above are not attainedattghint.

A holder shall be Director, Auditor, or employeetbé Company, its subsidiary, or affiliate (subeitts
and affiliates stipulated in the Regulation on Temhbgy, Forms, and Preparation Methods of Financial
Statements) at the time of exercise of the Stocjiaition rights, unless there are due reasons asch

retirement upon expiry of term of office or mandgtretirement.

(4) A successor of a holder may not exercise the Stogkisition rights.
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(5) If the Company’s total shares outstanding will ed¢he number of shares authorized to be issued as
result of exercise of the Stock acquisition riglth®se Stock acquisition rights may not be exedcise

(6) Fractional units of the Stock acquisition rightsymat be exercised.

. Transfers of the Stock acquisition rights shall ppraved by the Company’s Board of Directors.

. Matters related to issuance of Stock acquisitights upon reorganization

If the Company carries out mergers (when the Companthe merged entity), absorption-type splits,

incorporation-type splits, share exchanges, orestransfers (collectively, “reorganization”), thelders shall

be granted Stock acquisition rights of each ofdtoek companies stipulated in Article 236, Paragrapltem

8, (a) to (e) of the Companies Act (the “reorgadizempanies”) for each instance in the followingditions

on the effective date of reorganization, providéattsuch issuance of Stock acquisition rights af th

reorganized companies under the conditions belostimilated in the absorption-type merger agreement
incorporation-type merger agreement, absorptioe-tgplit agreement, incorporation-type split plahare

exchange agreement, or share transfer plan.

(1) Number of Stock acquisition rights of the reorgadizompanies to be issued

The number of Stock acquisition rights equivalerthtwse held by the holder shall be issued respagtiv

(2) Class of shares of the reorganized companies wmigthe Stock acquisition rights

Common shares of the reorganized companies

(3) Number of shares of the reorganized companies lymaigthe Stock acquisition rights

To be determined by applying the formula in 1. uponsidering the conditions of the reorganization.

(4) Amount of property to be contributed for the exeecof the Stock acquisition rights
The amount of property to be contributed for thereise of the Stock acquisition rights to be issskedll
be obtained by multiplying the exercise price pestrganization, which is the result of adjustmeithe
exercise price in 2. by the number of shares ofd¢loeganized company underlying the Stock acqaisiti

rights to be determined according to 5. (3) upamsatering the conditions of reorganization.

(5) Exercisable period
The commencement date of the exercisable periochefpteceding Stock acquisition rights, or the
effective date of reorganization, whichever istdatg to the expiry date of the exercisable penbthe

preceding Stock acquisition rights.

(6) Matters related to increases in capital stock agdllcapital surplus due to share issuance upacisge

of Stock acquisition rights
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To be determined by applying the stipulations of$hack acquisition rights.

(7) Restrictions on acquiring Stock acquisition rigtmisough transfer
Restrictions on acquisitions through transfer shalbpproved by resolution of the reorganized canesa

boards of directors.

(8) Other exercise conditions for Stock acquisitiortiy

To be determined by applying the conditions in 3.

(9) Grounds for and conditions of reacquisition of suilpion rights

To be determined in accordance with the stipulati®iew.

If, during the period from the subscription righibement date until fulfillment of any of the exésability
conditions specified in 3.1) above, the Compangsimon shares’ closing price on a financial instrame
exchange is below 50% of its August 29, 2019 clpgimice for five consecutive trading days, the
Company may reacquire for no consideration thegmdage of subscription rights that, as of that date
have yet to become exercisable through fulfillnefrdaid exercisability conditions.

If a merger agreement in which the Company is thesurviving company, an agreement or plan under
which the Company would be split up, or a shardnarge agreement or share transfer plan under which
the Company would become a wholly owned subsid&gpproved at a general meeting of shareholders
(or by a Board of Directors’ resolution if shareted approval is not required), the Company may
reacquire all subscription rights for no consideraton or after a designated date to be separately
specified by the Company’s Board of Directors.

The Company may reacquire for no consideration amxercised subscription rights that have been

rendered unexercisable by the provisions of 3. abov

(10)Any other conditions shall be determined by apmytime conditions of the reorganized companies.

2. The Company's Board of Directors resolved, ateating on October 18, 2019, to borrow funds asrad|below:
(1) Use of funds: To repay debt and procure workingtahfor future business expansion.

(2) Lenders: 2 financial institutions

(3) Amount: 6,000 million yen

(4) Expected interest rate: 0.31% to 0.32%

(5) Borrowing date: October 31, 2019

(6) Repayment date: October 31, 2022

(7) Repayment method: Lump-sum repayment on repaynadat d

(8) Security: Unsecured and unguaranteed
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