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Presentation

Moderator: We will now begin the financial results briefing of Kitanotatsujin Corporation for Q2 of the fiscal
year ending February 2023.

| would like to introduce two of today’s speakers.

Mr. Katsuhisa Kinoshita, Representative Director & President.

Kinoshita: Thank you very much.

Moderator: Mr. Takashi Kudo, Director and General Manager of the Administration Department.
Kudo: Thank you very much.

Moderator: Now then, President Kinoshita, please begin.

Executive Summary

= The full-year consolidated financial results forecast has been
revised upward from the previously announced forecast:
- Net sales to ¥9,064 million (up 19.5%)
- Operating profit to ¥1,241 million (up 23.8%)

~~ Net sales for the second quarter was ¥4,308 million, 9.4%
higher than the forecast, as the number of new customer
acquisitions recovered more than expected.

== Main factors that contributed to the increase in new
customer acquisitions were “enhancement and training of
the Creative Department” and “expansion of e-commerce
malls.”

= Operating profit for the second quarter was ¥522 million,
14.0% lower than the forecast, due to delayed deliveries of
some products resulting from strong growth in orders.

Kitanotatsujin Corporation All rights reserved.

Kinoshita: Once again, | am Katsuhisa Kinoshita, President of Kitanotatsujin. | would now like to begin the
presentation of the financial results for Q2 of the fiscal year ending February 2023.

Now, this will be today's executive summary.
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Upward revision of full-year consolidated earnings forecast: we had net sales of JPY9,064 million, up 19.5%
from the previous forecast. Operating profit is revised to JPY1,241 million, up 23.8% from the previous

forecast.

And the better-than-expected recovery in the number of new acquisitions led to Q2 sales of JPY4,308 million,
9.4% above forecast.

The main reasons for the increase in the number of new acquisitions are the development and training of the
creative department and the expansion of the e-commerce malls.

Q2 operating profit was JPY522 million, 14% below forecast, due to shipping delays for some products caused
by strong orders.
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Upward Revision of the Full-Year Consolidated Financial

Results Forecast

- The full-year consolidated net sales forecast for the fiscal year
ending February 28, 2023 has been revised upward to ¥9,064
million, taking account of more than expected new customer
acquisitions.

- Forecasts for profits have also been revised upward while
advertising expenses are projected to increase due to continued
strategic advertising investment.

Full-year consolidated financial results forecast for the fiscal year N
ending February 28, 2023 (Millions of yen)

| rewe | owe omsoo
| netsoes ATV 9,064  +1,477 +19.5%
1,003 1,241 +238  +23.8%
Ordinary profit 1,003 1,260 +256 +25.6%
ol b 663 834 +170 +25.7%

to owners of parent

First, we would like to discuss the upward revision of the full-year consolidated earnings forecast.

Based on the higher-than-expected number of new acquisitions, we have revised upward our full-year
consolidated earnings forecast for the fiscal year ending February 2023, to JPY9,064 million in net sales.

Although we will continue to invest strategically in advertising and expect advertising expenses to increase,
we have also revised upward our forecasts for each stage of income.
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Upward Revision of the Full-Year Consolidated
Financial Results Forecast )

mmm Operating profit )
—o—Operating profit margin

Net sales YonY -4.7%
Revised +19.5%

YonY -40.4%
Revised +23.8%

9,510 9,064
7,587
Consolidated result Consolidated forecast Consolidated forecast Consolidated result Consolidated forecast Consolidated forecast
for fiscal year ended for fiscal year ending for fiscal year ending for fiscal year ended for fiscal year ending for fiscal year ending
February 28, 2022 February 28, 2023 February 28, 2023 February 28, 2022 February 28, 2023 February 28, 2023
(previously announced) (revised) (previously announced) (revised)
Advertising expenses YonY +3.5% Profit attributable to owners of parent

Revised +45.1%

YonY -37.8%
Revised +25.7%

2,283 2,312
1,594

663

Consolidated result
for fiscal year ended
February 28, 2022

Consolidated forecast Consolidated forecast Consolidated result Consolidated forecast Consolidated forecast
r fiscal year ending for fiscal year ending for fiscal year ended for year ending for fiscal year ending

February 28, 2023 February 28, 2023 February 28, 2022 F ry 28, 2023 February 28, 2023

previously announced revised) (previously announced) (revised)

Kitanotatsujin Corporation Al rights reserved.

Regarding the details about the upward revision of the full-year consolidated earnings forecast, the previous
fiscal year ended February 2022 had net sales of JPY9,510 million. For the current fiscal year ending February
2023, we had estimated the amount to be lower than JPY7,587 million, but as | mentioned earlier, new
acquisitions have been strong, and we now forecast sales at JPY9,064 million.

The business model is basically centered around customers who purchase on a subscription basis. A certain
percentage of subscription customers come in and a certain percentage cancel their subscriptions, and if we
can make up for these cancellations with new subscriptions, we can maintain sales for a long time. However,
the trend of new acquisitions, which had been declining especially in H2 of the previous fiscal year, has
returned to normal earlier than expected, and sales are considerably higher than expected, although not as
much as in the previous period.

The advertising expenses forecast also increased from its original JPY1,594 million to JPY2,312 million. Our
business model is such that advertising expenses are different from those of a typical manufacturer, and can
be thought of as almost the same as distribution expenses.

In the case of mail-order sales, advertising expenses are almost entirely distribution expenses because the
Company sells directly to the public without using stores or other means of distribution. As for distribution
expenses, detailed data on mail-order sales shows that the number of new acquisitions, acquired sales, and
advertising expenses are virtually equal. We had assumed that advertising costs would be JPY1,594 million,
where the number of new acquisitions would be low, but in fact, the number of new acquisitions has been
very strong, which means that advertising costs can be raised from this level.
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In conjunction with this, there is a portion of upfront investment in advertising expenses, so operating profit
will not recover to the level of the previous year.

Advertising costs in our case are usually about four months upfront investment. Roughly at the fourth month
is where they reach a break-even point, and around the fifth month is where they start to become profitable.
Since advertising expenses will continue to increase due to the stronger-than-expected performance, we
expect to recover this cost in the next fiscal year onward. In the current term, we estimate to recover roughly
this amount.

EAD 5 —s 2>
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Key Performance Highlights [Compared with Forecasts (Plan)]
(Millions of yen)

Consolidated forecast Results for the second
(plan) for the second it Changes Changes (%)
quarter G
3,937 4,308 +370  +9.4%
2,911 3,197 +285  +9.8%

Selling, general and

administrative 2,304 2,675 +370 +16.1%

Wit 801 1,123 +322  +40.2%
Operating profi 607 522 -84 -14.0%
e 15.4% 12.1% -3.3pts
ordinary prof 607 540 -66 -11.0%
iaeiee 396 355 -41 -10.4%

- Net sales were higher than the forecast as the number of new customer acquisitions recovered more than expected.

- Operating profit was lower than the forecast as the delivery of some products were delayed due to a rush of orders resulting
from successful sales promotion activities.

Kitanotatsujin Corporation All rights r

These are the highlights of the performance, versus the plan, which is the forecast.
In sales, the forecast of JPY3,937 million was actually JPY4,308 million, an increase of JPY370 million or 9.4%.

On the other hand, advertising expenses, planned at JPY801 million, are JPY1123 million, a plus of JPY322
million or 40.2%.

Operating profit was expected to be JPY607 million, but it was actually JPY522 million.
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Key Performance Highlights [Effects of Delayed Deliveries]

Sales and profits for delayed deliveries of some products have yet to be recorded.

[Net sales for the six months [Operating profit for the six months
ended August 31, 2022] ended August 31, 2022]
Without the effects, net sales would have largely Without the effects, operating profit would have been
exceeded the plan. about the same as the plan, due to active advertising
Not ded in 20- investment associated with strong new customer
ot recorded in 2Q: acquisitions.
¥83 million
S R Not recorded in 2Q:
IS ]
o ¥7O million
""""""""""""" R R
1 1
1 1
1 1
1 1
AN Eaineely B By
Plan Result Without the effects Plan Result Without the effects
of delayed deliveries of delayed deliveries

- Advertising expenses incurred to win orders were already recorded in the six months ended
August 31, 2022.

- Sales and operating profit for the delayed deliveries are expected to be recorded in or after the
third quarter of the fiscal year ending February 28, 2023.

Kitanotatsujin Corporation All rights reserved. ]

Advertising investment was increased due to a better-than-expected recovery in the number of new
acquisitions.

On the other hand, the acquisition of more new customers than expected led to shortages in some products.
Since shipping has been delayed for a while, we have decided to take pre-orders instead of regular orders,
and ship when stock is replenished.

In Q2, only advertising expenses for new orders were recorded in this quarter, and the portion of sales for
these orders was shifted to Q3, resulting in a slightly lower-than-expected profit.

Specifically, approximately JPY83 million is about to be booked in Q3. As for profits, approximately JPY70
million worth of profits are being passed on to Q3.

Our sales consist of two main categories: new orders and subscription orders, as well as regular repeat orders.
We must never run out of products for our subscription-order customers, so when new orders start to
increase, we stop accepting new orders just before it becomes a problem for our subscription-order
customers if we continue to do so. We ensure that no delays occur at all for subscription customers.

Instead, we will stop taking orders from new customers and switch all of these orders to a form of reservation.
Although the order has already been placed, the product will be shipped to the customer as soon as it arrives.

If a product becomes very popular, there may be an increase in orders, so we may not be able to deliver the
product immediately after receiving an order. So, although we may not be able to serve orders immediately
to customers, we do not lose that many opportunities. The fact that a product is so popular that it is out of
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stock may lead to an increase in extra orders or pre-orders. This of course should not happen frequently, but
it is not necessarily a loss of opportunity.

b=>3>
in the North \Y

Changes in number of new customer acquisitions

* The number of new customer acquisitions for the six months ended August 31, 2022 was at the
same level as for the previous corresponding period.

- The number for August 2022 recovered to the level before September 2021, when a severe
downturn began.

- Strong progress in the major initiatives of “enhancement and training of the Creative Department”
and “expansion of e-commerce malls”

1Q of fiscal year ended 2Q of fiscal year ended  3Q of fiscal year ended 4Q of fiscal year ended 1Q of fiscal year ending 2Q of fiscal year ending
February 28, 2022 February 28, 2022 February 28, 2022 February 28, 2022 February 28, 2023 February 28, 2023

QonQ

: +41%

* QonQ A
-12% 4

Sy J
\\ //
\\ 7
' QonQ 7
\ +14% J/
K QonQ =
\\ QOnQ <+ 5 O/D -r°
w\_-34% . |
‘\ { 1
Mar. Apr. May Jun. Jul. Aug. Sep. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May Jun. Jul. Aug.
2021 2022

Kitanotatsujin Corporation All rights reserved.

These are the number of new acquisitions.

As | mentioned earlier, this is how it has been gradually declining ever since Q2 of FY2021. We have been
recovering gradually, and now in Q2 of FY2022, we have seen a considerable recovery.
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Factors contributing to the recovery in new customer acquisitions

¢ Enhancement and improvement of training of the Creative Department

Increased new Product competitiveness
customer Good ad contents required «— Multiple skills required
acquisitions —
- Advertisements with high click- - Accurately identifying distinctive
through rates strengths of the product )
- Sales pages with a high purchase . Crealltlng advertisements from various
t angles
rate « Consistency between advertisements
and sales pages
<Issues>
Most creation activities place too much St menac uERtiens ki)
through our website]

emphasis on efficiency

¢ Recruitment of experienced staff
with advanced skills and a wealth of
experience

¢ Development of a training system

¢ Launch of a dedicated training team

¢ Review of the evaluation system

. Elevated capacity level of the
» Creative Department
/' Strong new customer acquisitions : ! = ,
for multiple products and through 1o i s mip e men
multiple advertising media ' \ ’ N MRS

Kitanotatsujin Corporation All rights reserved. il ]

This is one factor in the recovery of the number of new acquisitions.

| now talk about the improvement in the development and training of the creative department. What is
needed to increase the number of new acquisitions is, first of all, having a strong product. This is a major
prerequisite. Bad products will, of course, not attract new customers and sales will not increase, but another
important factor is the creative department.

The point is, no matter how good the product is, if we cannot tell our customers about it, it won’t work.
Normally, in the world of sales and marketing, if you don't have a certain level of sales ability, it wouldn’t work
even you have a good product. In the case of mail order, this is a task for the creative department. Products
will not sell well unless the creative department is able to convey the advantages of the product in a creative
way.

Specifically, in terms of online advertising, it is difficult to acquire new customers unless advertisements with
a high click-through rate or sales outlets with a high purchase rate are available. To do this properly, multiple
skills are needed. Various skills are needed, such as accurately recognizing the unique strengths of the product,
creating ads from different angles, and ensuring consistency between the ad and the sales page.

And then there were the challenges our company was facing. When you advertise online, the results all come
back to you in numbers. Based on those numbers, we tune our advertisement. One benefit of online
advertisements is that they can get efficient easily. However, if we try to be too efficient, we will see a
shrinkage in these advertisements.
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If we eliminate the parts that didn't work, of course waste will decrease. For example, if we imitate an
advertisement that seems to be successful and duplicate it more and more, the probability of success will
increase, but it will be difficult to create a new type of advertisement with a new approach.

In fact, our company's continued emphasis on efficiency has resulted in a shrinkage of new creative
advertisements. In part, this led to fewer and fewer new acquisitions.

To address this, we hired highly skilled and experienced personnel, improved our training system, set up a
dedicated training team, and reviewed our evaluation system. This ultimately raised the overall level of the
creative department and led to strong new acquisitions in multiple products and advertising media. This is
how we have improved out results.

Therefore, the increase in the number of new acquisitions this time is not due to the launch of a new product,
but rather due to an improvement in creative advertisements of existing products. So, the employees on site
worked extremely hard, and that is a big part of it. Rather than some strategic aspect, the results of the
Company have been growing as a result of the efforts of each and every one of its employees.

Factors contributing to the recovery in new customer acquisitions

¢ Enhancement and improvement of training of the Creative Department
With enhanced skills, it has become possible to bring out the potential of the products and media.

<How to create ad contents> [Until 1Q]
A
AD ”
43

Product A ») p
(Information amount 100%) /
Created ad contents Efficient but tend to end up
-Product : referring to existing with contents similar to
|nforma§|on contents and using those created previously
‘Hse"'(t't’a'ts } } the same information ?I? matter how many‘l: témes
-Marke e process is repeate
) Created ad P P
gmmm;nt contents when , =
i using only a  creating )
products partgof thYe new ad [2Q] ‘ **l;
informvation contents ' '
AD,
oF » &
Created ad contents Leading to new Y
collecting information :o:et\?vn;t)i:::;c‘:if\f/eer \Y(/
i d taki
f,ga:':,i;g‘”p;nltng = and a different angle
"~_Now able to leverage the full
I—\ potential of our products
Kitanotatsujin Corporation All rights reserved. 12

To be a little more specific, there is a way to create advertisements. For example, if the amount of information
for product A was about 1,000, this amount of information is 100%. We will create some advertisements from
here.

Up to Q1, this creative, or advertisement, is going to get tiresome after a certain amount of constant showing.
To a certain extent, the response rate gets worse as people get tired of looking at it, so they tune it up more
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and more here. In doing so, we used to tune it up while looking at existing creatives. It was less likely to fail
and more efficient, but the advertisements were gradually becoming similar and shrinking.

From Q2 onward, we did not use the first advertisement as a base, but rather studied the product and its
users again, and tried to create advertisement from a new angle. This has enabled us to develop the potential
of our products more and more through advertisements, with creative ideas from various angles.

Factors contributing to the recovery in new customer acquisitions

¢ Enhancement and improvement of training of the Creative Department
With enhanced skills, it has become possible to bring out the potential of the products and media.

<Improvement of advertisement placement>

[previous] Media A Media A Media A

Placem t@ @ ﬁ:«?m;‘t) Plac?&@

——-

3 * <+ - l-‘ A L
il > [@IRXGR P S

; fs:?g\?ggebﬁe Il'j“‘\l --- advertisement was
outcome had not | L./ | Plagedgn ot ony

been achieved

[Current] PTG

Placemght Q <
AD ¢ Reviewing terms and conditions for suspended
&2 advertisements, such as page contents and
Placing composition, and exploring affordable ways of
:j’z"g:‘tésgf_“;:f o placing them to restore the full potential of our
by reviewing terms advertisements
and conditions
Kitanotatsujin Corporation All rights reserved. 13

On the other hand, when placing advertisements, in the past, for example, we placed advertisements in three
different campaigns for advertising medium A. However, when the results of A-1 were positive, but A-2 and
A-3 were not so profitable, the Company used to decide to stop the A-2 and A-3 projects, and concentrated
only on Al.

This will increase profitability, but this is where it will shrink again. Instead, we brought back A-2 and A-3
through a new approach and a new campaign structure. We actively did these things.

This has enabled us to maximize the potential of the product itself and the market itself. It took about two
and a half years of work to create a system that would allow us to do this, and | believe that it is finally bearing
fruit.

As those of you who have been following our company for a long time know, | have been saying for the past
two years that the development and training of the creative department was a real challenge, and | believe
that we are finally starting to see results.
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I myself have always been able to do the kind of creative work and advertising management that | just
mentioned as an individual skill, but it was difficult for my employees to do the same as me. So while we train
our employees, we started to recruit people from all over Japan who were interested in this kind of work and
who wanted to do it. We established a base in Tokyo for recruiting two and a half years ago, and we also tried
to show our presence through Twitter, lectures, and publications.

In short, by sending out more and more information about how Kitanotatsujin is a strong web marketing
company, we are now receiving almost all applications for our company by appointment. In the past, we
would try to get the people we hired through the usual process to do this kind of work, but now we are getting
more and more people who specifically want to do this job. These people have been able to do this by studying
and working harder and harder.

So now, especially in the web marketing industry, Kitanotatsujin has become quite well known, and
evaluations are circulating that the members there are very skilled. Although it is not yet complete, we are
gradually building an image that the web marketing department of Kitanotatsujin is strong in this industry,
and once we have a system in place to bring in more and more people like this, | believe that we will be able
to increase sales through our own creative abilities.

What | am saying now is actually quite difficult for an advertising agency. To create really good advertisements,
it is necessary to have knowledge and understanding of the product, but advertising agencies inevitably
handle multiple products from multiple companies, so it is difficult for them to go that deep. Therefore, we
did not hire an advertising agency, but rather did it ourselves, and | believe that this has been very successful
and has enabled us to create a truly strong organizational structure.
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Factors contributing to the recovery in new customer acquisitions

¢ Expansion of e-commerce malls

(Previous) The subscription purchase type (Current) Strengthen sales in e-commerce
business was our pillar. [\ malls
[ , + Consumers’ purchasing behavior switched from brick-

and-mortar stores to e-commerce

— Less priority was placed on e-commerce malls ‘
/- Particularly in our business, there is a notable inflow to

(Amazon, Rakuten Ichiba, etc.) given their scale,

customer characteristics and shopping behavior e-commerce malls
focused on single purchases. - Rapid increase in consumers who buy products only in
e-commerce malls
< Sales promotion activities, advertising contents creation, and [Number of new customer
advertisement optimization targeted at e-commerce malls acquisitions at e-commerce malls] +41%

Engagement in sales at e-commerce malls
@ Increase of dedicated staff

» Inflow to e-commerce malls in line with an increase in the
placement volume of advertisement for our website

(. Increased 41% QonQ A
- Increased as much as +159% YonY

- Marked the highest monthly sales at Rakuten
Ichiba and at Amazon in August 2022

- Overall monthly sales at e-commerce malls
\ exceeded ¥ 100 mi"ion fOl' the fil'St time- j 1Qof fiscal 2Q of fiscal 3Qof fiscal 4Q of fiscal 1Qof fiscal 2Q of fiscal

year ended year ended year ended yearended vyear ending year ending
Feb 28, 2022 Feb 28, 2022 Feb 28, 2022 Feb 28, 2022 Feb 28, 2023 Feb 28, 2023

Kitanotatsujin Corporation All rights reserved.

On the other hand, during the expansion of e-commerce malls, we had been focusing on a subscription-based
business model, so e-commerce malls such as Amazon and Rakuten Market had a low priority in our business,
since they were dominated by buyout sales. However, the positioning of e-commerce malls themselves has
changed considerably, especially since COVID-19.

We believe that more and more people are using e-commerce malls to buy things that they would buy through
general distribution on a daily basis, so we have been focusing on e-commerce malls since COVID-19 in order
to capture more and more of this market.

Compared to the previous quarter, it expanded by 41%. Compared to the previous year, there is an expansion
of 159%. Overall sales of e-commerce malls surpassed JPY100 million per month for the first time.
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Advertising investment efficiency

<Advertising investment balance*1>
An indicator for checking opportunity loss and unprofitability in advertising. 1.00 is an optimal value.

~ )
The advertising

investment balance
fell far below 1.00 and

'\ & Factor (1) Raised the CPO limit., (See slide 16)
|/ & Factor (2) Created good advertising contents, resulting in higher efficiency

caused opportunity loss

Supposed to expand
investment now that efficiency
was increased. Investment,
however, was not made since
May and caused opportunity

Effect from “a
phenomenon where the
number of new customer
acquisitions increases
while CPO goes down”

The phenomenon
has occurred
successively at
multiple times over
recent quarters.

The phenomenon is
what happens in the
initial phase only. We
will expand investment.

V\Ile will strive to
eliminate opportunity
loss, expan(f)the number
of new customer
acquisitions and strike
an optimal advertising

.

loss.

investment balance.

/,

New customer acquisitions ==il==ROAS*3 === Advertising investment balance

1.00

10

1.00 1.01 1.01 1.00
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0.80

0.60
0.40
0.20

0.00

November December January2022 February

nv it ind es hov CPO v t
000
q

i Inity

Kitanotatsujin Corporation Al rights reserved.

On the other hand, there is an advertising investment balance. It's an indicator of how well advertising
investments are doing. First of all, we set a maximum cost per order (CPO) to acquire one customer.

If we exceed this upper limit CPO to acquire a customer, we are losing profitability. If not, we are losing
opportunities. So we look at the actual CPO, the number divided by the upper limit CPO, and if this is above
1.00, we are overinvesting, and if it is below 1.00, we are losing opportunities. We invest in advertisement to
make this figure to be just 1.00.

The current situation is slightly below 1.00, an opportunity loss. There are two factors: one is that the upper
CPO was raised. | will explain how this was raised later. Another thing is that we were able to improve our
efficiency. As we were able to produce good advertisement, we managed to acquire one customer at the cost
of about JPY8000, while we previously needed about JPY10,000.

However, if we are able to get one with JPY8,000, we will have to pile up another 10,000 yen to get more
cases, but we have not yet reached that point, so we are losing some opportunities.
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Advertising investment efficiency

@ Set a CPO limit* by factoring in the number of new customer acquisitions
flowing into e-commerce malls

Improvement in the Cre:.at_lve : TiicFeasein
Department gGo:d advertising advertising
contents - .
) _|_placement volume Increased advertising raises product
" awareness
Enable reachmg a (Serving to raise awareness though it may not directly
broad target of link te new customer acquisitions)
customers
Number of new customer Number of new customer
acquisitions via acquisitions increases due to an
CPO limit raised advertising increases inflow to e-commerce malls
Number of new customer : Precisely quantify the correlation k
FRsons Ik between acquisitions via advertising
— nigY.to and via inflow to e-commerce malls
CPO limit has been calculated e-commerce malls "
focusing only on acquisition via N Precisely understand the effect of
advertising. It is now calculated g advertising on the inflow to e-commerce
by factoring in the orders Via malls, etc.
flowing into e-commerce malls. advertising — The more advertising placement,
the more inflow to e-commerce
Advertising oxponsw,ma"s toa Certain extent )

A virtuous cycle where the number of new customer acquisitions increases
on our website (via advertising)

Kitanotatsujin Corporation All rights reserved. 16

In terms of acquisition investment efficiency, we used to set the upper CPO limit on the number of customers
acquired through advertisements on our own site, but even if we advertise on our own site, a certain
percentage of customers will inevitably flow to e-commerce malls.

There are a certain number of people who like a product and think they would like to buy it, but if they go to
an e-commerce mall, they do not have to register a phone number or address anew, and they will buy it at e-
commerce malls.

We have been following the relationship between the two in numerical form for a long time, and have come
to understand that when we advertise at this level, about this percentage of sales flow to e-commerce malls.
So we allocated the increased sales from e-commerce malls to the upper CPO limit, thereby raising the upper
CPO limit. Of course, this assumes that this will be profitable by flowing to e-commerce malls.

This raised the upper CPO limit, which allowed us to increase the volume of ad placements. This has resulted
in an increase in the number of new acquisitions through advertising, and an increase in the number of new
acquisitions on the e-commerce mall due to the inflow of customers to e-commerce malls, creating a
synergistic effect.
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1% A Meister in the North

Net sales by segment and brand

(Millions of yen)

First quarter ended Second quarter ended

Segment Brand name

May 31, 2022 August 31, 2022

M

p 2R a s 1,845 1,901
Health & Beauty
Care business A LMO(I:ON o 138 1 87

Others 3 7
Total 2,103 2,204

* From the first quarter ended May 31, 2022, the segment name previously reported as E-commerce business was
changed to Health & Beauty Care business. The change in the segment name has no impact on the segment information.

* As the main business of the Company’s group is the Health & Beauty Care business and the other business segments are
insignificant, a description of the segment information is omitted.

in Corporation All rights reserved.

Here are the sales by segment and by brand.

The main focus is still mostly on the J North Farm. Then there is SALONMOON, and others.
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<Group company>
SALONMOON Co., Ltd.

(Trade name changed from ASHIGARU Co., Ltd. on May 31, 2022)

Providing highly functional hair irons at affordable
price under its own hair care brand SALONMOON

¢ The main customer base is women in their 20s to 40s
¢ Sales come primarily from e-commerce malls

<Six months ended August 31, 2022>

¢ Focus on sales promotion at Qoo10
Driven by successful sales promotion at the e-commerce mall Qoo10, which is
overwhelmingly favored by our main customer base, this business has grown
into what is now expected to become a new major source of revenue.

¢ Launched the first cosmetic product SALONMOON Hair QOil Mist

Focusing on the development of new beauty appliances as well as cosmetic
products that have a high affinity with beauty appliances

% Sale of hair irons at stores (home electronics stores, etc.)
Launched on April 28, 2022
¢ Launched a radio advertisement campaign

Seek to increase revenue from sales at stores, for which mass media advertisement (using radio and
television channels) is particularly effective, while measuring the effect of radio advertisement

¢ Revised selling prices

Revised selling prices to address the decrease in profitability due to surging purchasing prices resulting
from price hikes for supplies, raw materials, logistics services, etc., as well as the rapid depreciation of the
Japanese yen at a record pace.

We will continue to launch various initiatives to expand businesses while also striving
to improve profitability.

Kitanotatsujin Corporation All rights reserved.

Next, | would like to talk about the progress of our group companies, such as SALONMOON.

The original hair care brand SALONMOON is mainly engaged in hair irons. The main focus is on e-commerce
malls.

Until now, Rakuten and Amazon were the center of e-commerce malls, but in Q2, there is a mall called Qoo10
which has become very popular, especially among young women. This mall is increasing its sales considerably.

Then we launched our first cosmetic product, SALONMOON Hair Qil Mist, a hair oil mist to be used with hair
irons.

On the other hand, we sell our hair irons to electronics mass merchandisers such as Yodobashi Camera and
Bic Camera. We have also started a radio campaign in the Hokkaido region, using our group company FM
Northwave.

In addition, we are in the process of revising our selling prices. Currently, we are purchasing products from
China, and we are in the process of raising prices due to the extremely weak yen. We are somewhat concerned
about the extent to which this area will be affected in the future.
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<Group company>
FM NORTH WAVE CO., LTD.

FM radio station with a broadcast area covering
Hokkaido

¢ Main station broadcast and advertising broadcast via VHF radio
¢ Production and sales of broadcast programs
¢ Sales of broadcast time, etc.

<Business strategy>
& Media
Established the Media Development Office
— Strive to recreate the value of media from the customers’ perspective
— Invited the business manager who developed the “HOT PEPPER” business of Recruit Co., Ltd. from
scratch, a community-based media business operating nationwide, to reconstruct the sales team,
management metrics, etc.
@ Explore new customers
Enhance nurturing* initiatives
— Explore a new customer base by enhancing white papers
— Actively publicize the effectiveness of radio advertisement and best practices of advertising projects, etc.,
to promote acquisition of potential customers
& Advertisement creation leveraging unique characteristics
Initiatives to attract customers to SALONMOON

— Contents that promote the “recognition” of and the “interest” in our products and brands
« Offer real-world information, including feedback from DJs and their families using our products
« Introduce the beauty salons using our products to let listeners know that those products are used by professionals and
thereby increase their product reliability
= Also introduce the stores where customers can touch and try the products
— Contents that lead customers who have interest to shopping sites (e-commerce malls and stores)
« Develop a scheme to increase sales by promoting inflow from radio advertisements and develop products as sales packages

* A market nitiative to get potential ar xisting tomers interested in the Comg y's products and services, increase their appetite f uying, and lead to future
e
Kitanotatsujin Corporation All rights reserved. 19

Our group company, FM NORTH WAVE, an FM radio station in Hokkaido, Japan.

As a business strategy, we have created a media development office to re-create media value from the
customer's point of view, and since we are a regional FM radio station, we are also working on regional media.
We have invited the person in charge of the Hot Pepper business from Recruit, who started the business from
scratch in Sapporo and Hokkaido, and are now rebuilding the sales organization team structure, management
guidance, and so on.

This is Mr. Yoshida, my old boss, who is a very powerful person; | have asked him to rebuild our sales
department. | myself attend the meetings once a week, and | feel that the organization is changing rapidly in
a very positive way. We are also working on new clients.

Additionally, in terms of advertising production that makes the most of its characteristics, we are now using
FM NORTH WAVE to attract customers for SALONMOON, as mentioned earlier. In the area of product/brand
awareness and interest, it is difficult to achieve results with radio, TV, and mass advertising for products on
the Company's website, but with products on Amazon, Rakuten, or general distribution at electronics retailers,
mass media is a very good match. We are currently experimenting with various ways to produce results by
combining FM NORTH WAVE and SALONMOON.

We are obtaining data on the results of these advertisements, and over the course of about a year, we will be
able to package the sales figures for both general products and radio advertisements that will not only
increase SALONMOON's sales, but will also help other companies increase their sales. We are now thinking of
creating this scheme and marketing it to other companies as well.
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in the North

<Group company> FM NORTH WAVE's future

FM NORTH WAVE CO., LTD. radio advertising initiatives
) DA e ~
Marketing funnel and characteristics of Design contents that create
mass media and Internet advertisements interest and curiosity, not just
Marketing funnel: the flow from when the customer recognizes a Wmning recanition
product or service to when the customer buys it )
An entertaining] = ~:coukd win

Mass media (radio advertisement recognition

— etc.) advertisements —, N”mbef(‘j’f

| 4. Effective in winning ' mé?::ﬁs - A viral ~--but would not

1 + customer recognition 1 Recognition advertisement| # create ,i_lngseilsst

| == A long way to 100 s Y ¢

purchasing, an effect An advertisement is placed to achieve the
difficult to see, desired effect. Unlike radio programs, an
becoming unpopular “ Interest/ advertisement cannot serve its purpose if

curiosity _it is merely fun. )

“Connect to the Internet” those )
who have interest or curiosity

Increase radio advertisements for the
products and services that have an inlet
from the Internet and lead potential
customers from radio advertisements to
\the Internet J

—Internet — 60
advertisements

== Effective in approaching
the group of customers
who already have 30
interest or curiosity
| == Popular among clients
because of efficiency
| == Only targeted at those
mt‘:r:é{ejfgu?;";ty and e - Develop success cases of mixed media
not helpful in developing projects with radio and the Internet
| newmarkets - Strengthen the outreach to those
o Note ecuve nevlly companies that are feeling the

‘ generating interest | T ;
“~— limitations of Internet advertisements

Kitanotatsujin Corporation Al rights reserved.

Let me explain a little bit about the marketing funnel, which | am sure many of you are familiar with. In
marketing, first there is awareness, then there is interest, and then there is comparison and purchase. When
100 people become aware of a product, about 60 people become interested, and about 30 people compare
and buy it.

Since J North Farm is almost entirely Internet-centric, Internet advertising has become very good at efficiently
reaching people who have entered the comparison stage. It's highly effective, and easy to understand the
profitability. However, there is a disadvantage to this approach: it only targets people who are already
interested in the product. Internet advertising is not very good at generating new interest.

On the other hand, mass advertising on radio and television is very good at making people aware. People who
were not interested originally may be made aware through advertisements on radio or TV, but the traffic line
for this process, from getting interested to comparing and buying, is not clear, and without a large budget, it
is difficult to achieve this goal.

We ourselves have a certain amount of knowledge about Internet advertising, so what we are working on
now as FM NORTH WAVE is to design content that will not only make people aware of the site, but also bring
them to the point of interest.

We were involved in the management of a radio station called NORTH WAVE, and | think that very few
companies are capable of or aware of designing a radio station that moves from awareness to interest, both
for the station itself and for the client.
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There is a tendency to think that all you have to do is create ads that are interesting or that become a topic
of conversation, but even if they are interesting or become a topic of conversation, if they do not lead to
interest, they will not lead to sales. We are designing advertisements that will not only gain recognition, but
also generate interest. From there, we will try to increase our client's sales by connecting them to the Internet,
especially by advertising on the radio to generate interest, and then lead them to the Internet.

A local company called FM NORTH WAVE would like to create a scheme that makes good use of marketing in
this world of radio advertising and launch it nationwide.

6] :—mv—vayq
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Product launched in the fiscal year ending February 28, 2023

Anti-aging care™! beauty essence for hands

E>s
-Combat issues with aging skin on the
hands by promoting collagen
production, which becomes
insufficient and declines in quality
with age

-Improves wrinkles by promoting
collagen growth. In addition to the
discoloration-preventing*2 active
ingredient niacinamide, it also
combines beauty ingredients

-Anti-aging product leading to skin on
the hands which are firm and elastic

-New release in March 2022

* 1 Age-appropriate care
* 2 Limits the formation of melanin and prevent discoloration and freckles

Kitanotatsujin Corporation All rights reserved.

Other products launched include Pinte, a beauty essence that reduces the wrinkles on hands.
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Consolidated Balance Sheets

Previous fiscal year ended

Subject/Section February 28, 2022
(Cash and deposits) 5 ,210
Current assets 6 ,808
Non-current assets 747
Total assets 7,555
Current liabilities 1,235
Non-current liabilities 174
Total liabilities 1,409
Total net assets 6 - 146
Total liabilities and net assets 7 ,555

The main factors for the changes from the previous fiscal year-end were an increase in property,
plant and equipment of ¥105 million and a decrease in inventories of ¥178 million under assets

(Millions of yen)

Second quarter ended
August 31, 2022

5,254
6,613
888
7,501
960
223
1,183
6,318
7,501

and an increase in accounts payable - other of ¥172 million and a decrease in income taxes

payable of ¥254 million under liabilities.

Kitanotatsujin Corporation All rights reserved.

Next is the balance sheet.
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Consolidated Statements of Cash Flows

Subject/Section

Cash flows from operating
activities
Cash flows from investing activities

Cash flows from financing activities

Effect of exchange rate change on
cash and cash equivalents

Net increase (decrease) in cash
and cash equivalents

Cash and cash equivalents at
beginning of period

Cash and cash equivalents at end
of period

March 1, 2021 to
August 31, 2021

942
214
-173
5

988
3,612
4,601

(Millions of yen)

Six months ended August 31, 2021  Six months ended August 31, 2022

March 1, 2022 to
August 31, 2022

425
-158
-229

6

43
5,210
5,254

The main factors for the changes during the six months ended August 31, 2022
were profit before income taxes of ¥540 million, a decrease in inventories of ¥191
million, income taxes paid of ¥390 million, and dividends paid of ¥221 million.

Kitanotatsujin Corporation All rights reserved.

Next is the cash flow.
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Current Situation and Future Developments
¢ Change policies for developing and releasing new products

<Previous>
Due to the heavy workload required for each product release, we were unable to release many products

Some products did not reach
projected sales and resources were
wasted...

the same ingredients and same manufacturing process over the long term in order to stably
supply products as “subscription purchase type” products

[It is time-consuming to prepare a production system that can keep supplying products using ]

Market
Development Customer
research P /  attraction

Shorten by 1-
1.5 years

- Able to address
changing trends

<Future>

Release new products as a

“single-purchase type product”

— Only products passing certain sales criteria
will become available as “subscription purchase
type products”

Internal resources
can be spent only
on products that
sell well

internal resources only whel
we know the product sells

Mitigate the workload for
product release and spend

n
well

Market
research

Adjust a stable Customer

Development supply system attraction

Release as a “single- »Only products passing certain sales criteria will become

purchase type product” available as “subscription purchase type products”

More products can be launched with the same overall workload

(We keep the subscription purchase type busine by adding the release as a single-purchase type product dur

Kitanotatsujin Corporation Al rights reserved.

Regarding the current situation and the future, there is a change to our product development and launch
policy.

We have changed to this policy since the last quarter. In the past, when we had many subscription products,
the burden of preparing in advance for the launch of a product was very high, and we were unable to launch
many products.

The reason why the launch load is so high for subscription purchases is that once a subscription is launched,
it is important to maintain a stable supply for a long time, so it is very necessary to establish a stable supply
system when creating the product. In short, the Company or OEM Company needs to have a system that can
continue to produce semi-permanently; they should have a certain scale, or be able to hold down the
production line tightly. Also, since it is important to have a stable supply of each raw material, there are a
great many conditions that must be met to ensure a stable supply.

We launched a product after all these preparations. After launching the product, we would advertise and sell
it, but even though we had prepared and launched it, sometimes it did not sell well, and we often ended up
discontinuing it. So even though the pre-launch preparation was extremely burdensome, there were quite a
few places where there was a pattern of it not bearing fruit.

That is why we have started to change it from now on: when we first launch the product, we will sell it as a
one-off rather than on the premise of a subscription. Then, we will sell one-off products, and only those that
prove to be very sellable will be made into a stable supply.
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Therefore, compared to the past, the time it takes to launch a product has been reduced by about one year
or 1.5 years in the extreme. We are changing to this format because we know that products which become
available for regular purchase after launch will sell to some extent, so the sales department can focus on
products that we already know will sell.

Current Situation and Future Developments

¢ Increase the number of product development projects Increase Focus resources on

new products products that sell well

&K T B [> Lead to higher sales and stable growth

J NORTH FARM

<Current> The number of new product [Sales composition by release timing of new pr s]
releases remained sluggish in
recent fiscal years mFiscal year ended February 28, 2022 (3 products)
— Sales accumulation slowed ® Fiscal year ended February 28, 2021 (3 products)
<Future> - Launch new products Fiscal year ended February 29, 2020 (5 products)
continuously to stimulate new demand Fiscal year ended February 28, 2019 (3 products)
* Improve the ratio of products that \ Fiscal year ended February 28, 2018 (6 products)
reach actual release after planning Fiscal year ended February 28, 2017 (8 prdducts)
stage Fiscal ded Feb 29, 2016 (3 products)
»
+ Strengthen recruitment in Product SRR RARAERS REVCES
development departments ™ Fiscal year ended February 28, 2015 (2 products)
+ Expand the development genres
+ Select OEM manufacturers, induding those W Fiscal year ended February 28, 2014 or prior

overseas, etc.

# Establish a system where more
development projects can be
undertaken concurrently

+ Focus resources on products that sell well

% More products can be launched with
the same workload in total

Mitigate workload required to prepare
. for product releases J S SN P aTe

Fiscal year anded Fcal yesranded  Fiscal yosr eaded Fuscal year eaded Femal year anded
Februsry28, 2018 february 28,2015 Febuuary25.2020  Fébroary 28,2021 Februdry 28, 2022

Kitanotatsujin Corporation All rights reserved.

This is about the increase in the number of product development projects.

Regarding the current situation, the number of new product releases has been low for the last several fiscal
years, and the accumulation of sales has slowed down, but we believe that we will continue to release new
products and stimulate new business.
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Current Situation and Future Developments
¢ Actively expand e-commerce malls

Quarterly number of new customer acquisitions

e Annual number of new customer acquisitions

\ \ 2 Fiscal year ended
With the spread of COVID-19, consumers’ purchasing behavior February 28, 2022
notably shifted away from conventional brick-and-mortar stores
to e-commerce malls such as Amazon and Rakuten Fcalyemended

February 2852021

N ]

E-commerce malls market growing rapidly

Strengthen sales at e-commerce malls
— Focus more resources on e-commerce malls than ever

to actively capture the growth in “e-commerce malls”
trading Zone 1Qoffiscal 2Qoffiscal 3Qoffiscal 4Qoffiscal 1Qoffiscal 2Qoffiscal 3Qof fiscal 4Qof fiscal
yearended year ended yearended year ended yearended year ended yearended year ended

February 28, February 28, February 28, February 28, February 28, February 28, February 28, February 28,

2021 2021 2021 2021 2022 2022 2022 2022

¢ Amazon

We continue efforts, recognizing it as an important sales channel for capturing overseas markets

Started product development for and test sales on Amazon U.S. to advance into the
much larger market scale of Amazon U.S.

# Strengthen overseas development, including a new store opening at an e-commerce mall exclusively
for Taiwan and consideration of a store opening at an e-commerce mall in Singapore

Kitanotatsujin Corporation All

This is about the aggressive expansion of e-commerce malls.

Support
Japan 050.5212.7790 North America 1.800.674.8375 _ SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com -

-— Asia’s Meetings, Globally

24



in the North

Current Situation and Future Developments
¢ Return to our initial strategies

<Mass-market products>

We learned that certain profit

Strug n new V\_’3|!'recewed by increases are possible with mass-
r existing ecustomers market products
acquisitions
« Mass-market products feature more But no more than several hundred
P : B versatility —
The Company’s skills did Customers with a certain level of million yen per year

not match loyalty are apt to purchase

To achieve profit of several billion yen and expansion to a scale of
Return to our tens of billion yen...

initial strategies It is more important to increase the number of new
customer acquisitions

# In light of the Company’s skills and expertise,
place priority on developing niche market products E

r

that can more easily attract new customers

¢ Promote again the niche market dominating strategies in which ‘ @
the Company excels to “provide products that appropriately capture the
niche needs of consumers, offer them only to those who need it and establish

. a firm position in the market,” aiming to forge solid footing again

Kitanotatsujin Corporation All rights reserved. 28

This is the part where we are trying to regress our strategy.

About a year ago, we launched products aimed at the mass market, and we were planning to shift our focus
to the mass market, but as a result, we have had a very difficult time attracting new customers. | don't think
mass market products were bad at all, but they didn't match the skills we have.

We ourselves were originally working to be efficient in niche markets. Although we were able to acquire new
customers for the mass market, the cost of acquiring these new customers was much higher than expected.

We were doing well with existing customers, so we thought mass-marketing products would sell to existing
customers very well without the cost of attracting customers, because of the wide target audience. However,
although | felt a certain increase in profit from mass-market products, | thought that the limit for existing
customers alone, not new ones, would be about several hundred million a year.

We decided that increasing the number of new customers was important for future expansion, and changed
our policy to once again prioritize the development of niche market products that will easily bring in new
customers based on our skills and know-how.

In order to regain our footing, we are restating our strategy, saying that we will once again promote our niche-
top strategy, which is what we do best, in order to deliver products that accurately meet the niche needs of
those who need them, and to build our position within the market.
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Current Situation and Future Developments

@ Diversification of revenue base and acceleration of growth through aggressive M&As

Our policy is to aggressively engage in M&A of companies that operate the same D2C and E-commerce businesses as the Company that offer high-
quality products but are limited on funds and personnel, and where the introduction of the Company’s expertise and management resources can
establish scale benefit and synergies.

Genres of new businesses will be limited to fields where the Company’s expertise can be applied (mail orders, online sales, beauty and health, etc.)

@ Solicitation of aspiring entrepreneurs who want to
start new D2C businesses

Expand business scale while developing multiple businesses
with net sales over ¥10.0 billion

e Actively hire personnel who possess excellent business plans and passion
for entrepreneurship.

¢ Founder and current Representative Director & President, Katsuhisa
Kinoshita, provides a first-hand account of his own personal expertise.

« Launch new businesses by supporting aspiring entrepreneurs who show

promise and share the Company'’s vision and purpose.

(<Current> \

-Established the New Business Planning Office in the previous fiscal year and released the new SPADE and
MENVE brands
-Actively collect information and evaluate M&A of D2C and E-commerce companies that meet the Company’s

conditions
<Future>

k Continue to actively engage in the further business expansion and profitability improvement )

Kitanotatsujin Corporation All rights reserved.

We will also proactively diversify our earnings base and accelerate growth through M&A. We intend to
aggressively pursue M&A of companies that can achieve economies of scale and generate synergies by
investing our know-how and management resources in companies that, like us, have high-quality products in
the D2C and EC businesses, but have limited financial and human resources. New business genres will be
developed only to the extent that our know-how can be applied.

And where we are looking for aspiring entrepreneurs who want to start new D2C businesses, we will aim to
expand the scale of our business by developing multiple businesses with sales of JPY10 billion or more. At this
point, we have already released an electronic cigarette called SPADE and a men's cosmetic called MENVE.
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Current Situation and Future Developments

¢ Strengthen recruitment by making the Tokyo Branch Office into a Head Office
[Changes in employees]
Recruitment of middle positions, experienced staff

and specialist staff, which is our long-standing issue,
has successively succeeded, thanks to efforts 200

focused on human resource development
150
Person with experience in advertising contents
for EC and mail orders
Person with experience in controlling a 100
customer division
Person from the Japan Fair Trade Commission
Person with qualification as a lawyer and a 50
patent attorney
Person with experience in formulation
0

development of cosmetics

o

Fiscal year ended  Fiscal year ended  Fiscal year ended  Fiscal year ended  Fiscal year ended
February 28, 2018 February 28, 2019 February 29, 2020 February 28, 2021 February 28, 2022

m Sapporo Head Office  mTokyo Branch Office  mOthers

July 2022 Make the Tokyo Branch Office into a Head Office
Shift to a double headquarters system: Sapporo Head Office and Tokyo Head Office

— Further strengthen recruitment to acquire personnel with a focus on experienced persons

Kitanotatsujin Corporation All rights reserved.

Additionally, with the strengthening of recruitment by making the Tokyo branch office the head office, the
Tokyo branch office was upgraded to the Tokyo head office this past July. We have a two-head office system:
the Tokyo head office and the Sapporo head office. The Tokyo headquarters is located at the Kabukiza Tower
in the middle of Ginza. The main objective is recruitment. This has greatly enhanced our ability to recruit, and
the number of applicants has increased greatly. The quality of applicants is just beginning to improve, and we
believe our strategy has worked.

The following slides are for reference only. We hope you will take a look at them.
That’s all from me. Thank you very much.

Moderator: Thank you, President Kinoshita.
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Question & Answer

Moderator [Q]: Okay, | will read the first question.
What was the reason that the number of new clients acquired exceeded expectations?
Please answer the question.

Kinoshita [M]: | thought | explained it well, but was it hard to get the message across? | would appreciate it if
you could be a little more specific in your question. | wonder if this is going to be a chat only.

Kudo [M]: Yes, chat only. We received this question quite early, so if you still have any additional questions
now that you have listened to the explanation, please ask us.

Moderator [Q]: We will now move to the next question: whether the development and training of the
creative department that has been undertaken to date has reached the targeted state.

Kinoshita [A]: | wouldn't say it's perfect, but it's coming along pretty well. The hiring part is going very well,
and we are getting quite a few applications from people with experience. We have been able to recruit new
employees, and although our training system is not yet perfect, it has been improved considerably, and |
believe that we have been able to provide better training than in the past, and have considerably improved
the level of our workforce.

| also think that the evaluation system we have put in place has been very effective. It is difficult to evaluate
each individual in attracting new customers through advertising, and | don't think there are many other
companies that are able to evaluate each individual.

For example, in the actual situation of mail-ordering, you have an advertisement on the Internet. When you
click on an ad, you usually go to a page, but nowadays mainstream Internet users usually go to a bridge page,
read a description of the product on the bridge page, and then click again to reach a sales page, where they
make a purchase.

When we received one new order for a product, we created an evaluation system in which everyone who
created this ad, the bridge page, and the sales page would receive 1/3 of the total number of orders, or 0.33
points each.

So, until then, someone made an ad, placed it, and improved a result. But we were not able to tell who
produced what and how it led to results, so we made it possible for each individual to see the results of what
he or she produced and how much was achieved.

Then there is the ad management team; after we actually place the ads, we tune them up to get the best
results. For example, if we want to maximize the number of acquisitions, we can acquire more and more if
they exceed the maximum CPO limit while ignoring the budget. However, we ourselves manage not to exceed
the maximum budget limit, but it is not something that can be limited in real time, and we inevitably rely on
the personnel in charge of ad management.

When the evaluation indicator here was changed to the number of cases acquired within the maximum CPO
budget minus the number of cases acquired in excess of the maximum CPO, there were no more cases that
exceeded the maximum CPO, and the number of cases acquired within the maximum CPO was expanding
rapidly.
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By establishing a system in which each person's work can be evaluated numerically, we can now see what
each person should do and in what order of priority, and we can see who is really the most active and who is
contributing the most.

This has made things much easier for staff members, and in some cases, the more detailed the structure is,
the better the results from staff members. We are in the process of establishing this kind of organization

system. So, | would not say that we have reached completion, but I think that we are getting very close to
completion.

Moderator [Q]: Thank you very much. | will now read the next question.

It seems that existing products such as Clear Nail Shot and Hyalo Deep Patch performed well from June to
August. Were there any transitory factors such as seasonal factors or reopening of the market?

Kinoshita [A]: Almost never. As | mentioned earlier, it is almost entirely an internal factor, where there are
not many seasonal factors in the first place. This is where the growth is really due to internal factors rather
than seasonality. That’s all from me.

Moderator [Q]: Thank you very much. The following question will be read.

The number of new clients acquired from June to August has been increasing each month; do you expect a
similar trend to continue?

Kinoshita [A]: | can't say for sure, but | think it is mostly an internal factor. We have just released a very new
advertisement, yes. But at a certain rate, this will be exhausted, so there is a need to keep coming up with
new things.

| don't think we will see a sudden decline, but in a sense, this is an industry that is quite changeable. So | can't
say it won't happen at all, but for now, | think it will continue as it is, and | hope it will. But | will avoid making
any assurances.

Moderator [Q]: Thank you very much.

The next question is whether the subscription customer retention and churn rates from new customers would
remain the same as in the past.

Kinoshita [A]: We are measuring data every month, but if we are too reckless in acquiring new customers, the
data may drop. So far, however, there has been no drop, so | think we are doing okay in that respect.

Moderator [Q]: Thank you very much.

Let me read out the following question.

What is the percentage of mall sales in H1 of this fiscal year?
Kinoshita [M]: How much will this be? Mr. Kudo, would you know?
Kudo [A]: About 10% of all sales are through malls.

Moderator [Q]: Thank you very much.

The following question will be read.
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You have revised your financial results upward. Will you be increasing the dividend from JPY1.5 for the full
year?

Kudo [A]: We are considering that as well, and we will continue to examine it while looking at the full-year
results.

Moderator [Q]: Thank you very much.

| will now move on to the next question.

You mentioned that you are going to take action to raise prices in response to the cost increase due to the
weak yen. Can you cover the cost increase even with the current level of yen depreciation, and avoid an
increase in the cost ratio?

Kinoshita [A]: To be honest, it is difficult to say. Even in the last few days, the yen has weakened considerably.
If we raise prices, the cost ratio itself can be maintained, but too high price rises can affect sales. Therefore, |

think there is a choice between maintaining the cost to sales ratio and not raising the price to that level out
of fear that it will lower sales, but | honestly cannot say at this point.

However, the impact of the weaker yen is almost exclusively on SALONMOON. The J North Farm itself is hardly
affected, so we do not expect the impact on the whole to be that great.

Moderator [M]: Thank you very much.
Those are all the questions we have now, but does anyone have any additional questions?

Since there seem to be no additional questions at this time, this concludes the presentation of the financial
results for Q2 of the fiscal year ending February 28, 2023 of Kitanotatsujin Corporation. Thank you for taking
time out of your busy schedule to join us today.

Kinoshita [M]: Thank you.

Kudo [M]: Thank you very much.

[END]
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Disclaimer

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the
information contained in this event transcript. This event transcript is published solely for information
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results
may differ materially from those stated in any forward-looking statement based on a number of important
factors and risks, which are more specifically identified in the applicable company’s most recent public
securities filings. Although the companies may indicate and believe that the assumptions underlying the
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized.
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TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified,
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or
unauthorized purposes.

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice.

Copyright © 2022 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights
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