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Executive Summary

= The number of new customer acquisitions was higher than expected,
with an increase of +14% year on year, resulting in net sales of ¥4,937
million, exceeding the forecast by 4.9%.

= Gross profit margin improved more than expected due to higher

proportion of sales from low cost rate products.
Operating profit was ¥983 million, also exceeding the forecast by
10.9%.

=~ Efficiency of advertising investment remains optimal and affiliates, e-
commerce malls, and other measures are being taken for further
growth.

= The Company's first mass-market products were launched.
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Highlights for the Second
Quarter of the Fiscal Year
Ending February 28, 2022




Key Performance Highlights [Compared with Forecasts (Plan)]

* Transitioned to consolidated accounting from the fiscal year ending February 28, 2022.

Consolidated forecast
(plan) for the

(Millions of yen)

Net sales

Selling, general
and administrative

expenses

Advertising
expenses

Operating profit

Operating profit

margin

Ordinary profit

Profit attributable
to owners of

parent

second quarter

4,708
3,516

2,629

1,234
887

18.8%

889
614

4,937
3,755

2,771

1,400
983

19.9%

995
684

+228
+238

+141

+165
+96

Results for the .

+4.9%
+6.8%

+5.4%

+13.4%
+10.9%

+1.1pt higher

+106
+69

+11.9%
+11.3%

-The number of new customer acquisitions increased 14% year on year, a significantly higher increase

than expected, and net sales and profit at each level were higher than the forecast.

-To prevent opportunity losses, advertising investment was strategically and aggressively executed.
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Key Performance Highlights [Year on Year]

* Transitioned to consolidated accounting from the fiscal year ending February 28, 2022.

<Reference>
Results (non-consolidated)
for the second quarter of
the fiscal year ended

Results (consolidated) for
the second quarter of the
fiscal year ending
February 28, 2022

(Millions of yen)

Changes Changes (%)

Gross profit

Selling, general
and administrative
expenses

Advertising
expenses

Operating profit

Operating profit
margin

Ordinary profit

Profit (attributable
to owners of parent)

February 28, 2021

4,592
3,462

2,432

1,355
1,030

22.4%

1,033
/717

4,937
3,755

2,771

1,400
983

19.9%

995
684

+345
+292

+7.5%
+8.4%

+338 +13.9%

+44 +3.3%

-46 -4.5%
-2.5pt

-38 -3.7%

-33 -4.7%

- Personnel and other related expenses increased due to ongoing efforts to strengthen recruitment.
- Advertising expenses also increased as the number of new customer acquisitions increased 14% year

on year.
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New Product Information




Products launched in the fiscal year ending February 28, 2022

The Company’s first mass-market
product
SUEZN g
shinpist ~'

-Developed targeting the mass market, i.e.,
the “anti-aging” and “all-in-one gel” markets

-Active ingredient that penetrates to the dermis
works both to reduce wrinkles and prevent
discoloration

shinpist ek

- Japan's first™! all-in-one dermis care gel
(quasi-drug)

-Sold out in 58 seconds in advance sales ahead
of the general release™?

New release in August 2021

Pre-orders were accepted for existing customers only, ahead of the general
release, showing a strong start

*1 First sale in Japan of a quasi-drug all-in-one gel with the active ingredient niacinamide that uses three-phase emulsification and shape-restoration gel to reduce wrinkles
and reduce skin darkening (limit the formation of melanin and prevent discoloration and freckles). (As of March 2021; Source: Toyo Shinyaku research)
*2 On July 15, 2021, the time between starting of limited advance sales and selling out (Source: the Company’s research)
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Products launched in the fiscal year ending February 28, 2022

Deeply penetrating rich placenta essence
F IS~

- Developed with ial attention t
THE PLACENTA QUEEN Gt S e
quality of the Company’s products

Commitment to materials, freshness, and
production method

f -Utilizes rare placenta extract taken from
thoroughbred Hokkaido horses

-Safe collection of placenta materials and

THE

| i thorough management implemented to

QUEEN

preserve freshness

-Utilizes a cold press production method,
enabling optimum extraction of placenta
vitamins

New release in August 2021

Pre-orders were accepted for existing customers only, ahead of
the general release, showing a strong start

Kitanotatsujin Corporation All rights reserved.
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Other product information

Medicated skin disinfectant that kills =
bacteria deep inside the nail = |-
ZU7AbA2TYavbh PNV 7 :

CLEARSTRONG SHOTQ jidehed | || %

Approved as a (medicated) quasi-drug, its effects can
4

now be directly expressed with terms such as “disinfect” i
and “sterilize,” allowing the creation of commercials that E i z ”%QE u|
are easier to understand for customers struggling with

nail issues such as spots or discoloration. B r e e ] TUcLon iR | - s |
Relaunched in May 2021

Anti-aging cream exclusively for under the eyes

"EYE KIRARA 1L, i= B

Y ——— EYEKIRARA II

L4 An enhanced version of the Company’s mainstay product, which has
LEL7: [ sold more than 2.50 million units in total. On top of further
Ly strengthening the current product’s commitment to “address dark
circles and lack of firmness under the eyes,” it also contains new
ingredients essential for treating dry, fine wrinkles under the eyes and
redesigned packaging.

Relaunched in June 2021

In addition, 13 products received the Grand Gold Award and other accommodations at
the international quality competition Monde Selection 2021.

N3 AE XS = A

" Meheonia®in R um

MGA7Z— 2% —
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Analysis of Operating Results




Advertising investment efficiency and advertising expenses

Companies must pay close attention to the advertising investment balance*!, an indicator
for checking opportunity loss and unprofitability in advertising.

The advertising investment balance is higher than 1.00,
exceeding the CPO*2 limit and resulting in excess

The advertising investment balance
remains at an optimal level

investment.
New customer acquisitions —g=ROAS _g=Advertising investment balance'
1.11 110! 114 Los | 1.05 1.20
1.03 M ' 100 o 97| 101 100 1.01 1.01 (og 0.99

———————————————————————————————————— —— = —.—Q.—_—_——_i-— 1.00
0.80

./“ \'\./M B T | 0
0.40

0.20

0.00

Jun. 2020  Jul. Aug. Sep. Oct. Nov. Dec. Jan.2021 Feb. Mar. Apr. May Jun. Jul. Aug.

Maintaining optimal advertising investment balance + expanding number of new customer acquisitions| > Profit maximization

*1 A unique indicator that measures opportunity loss and unprofitability in advertising. Advertising investment indicates how much CPO was"obtained with respect to the
CPO limit. If it is less than 1.00, there is opportunity loss, and if it higher than 1.00, there is excess investment. Therefore, 1.00 is the optimal value. If the CPO limit is
set to ¥10,000 and the CPO result is ¥9,000, the advertising investment balance is 0.90.

*2 CPO stands for Cost Per Order, which is the amount of advertising expenses per order.

For example, if advertising expenses are ¥1 million and the number of new customer acquisitions is 100, the CPO is ¥10,000.

*3 ROAS stands for Return On Advertising Spend, which is an indicator of advertising investment efficiency that measures how much sales are generated from advertising.
If ¥1 million was used for advertising expenses, and sales was ¥900 thousand, the ROAS is 0.90. If ROAS is 1.00 or less, the balance of income and expenditure at the
first purchase will be neagative. Meanwhile if it subscription purchase, the balance will become positive as products are purchased contin S\YA

Kitanotatsujin Corporation All rights reserved.



Status of number of new customer acquisitions [compared to the same
period (second quarter) of the previous fiscal year]

[Number of new customer acquisitions] Almost flat at 98% of that for the same period of the
previous fiscal year

[Advertising investment balance] Close to the optimal value of 1.00 for the second quarter,
versus over 1.00 for the same period of the previous fiscal year

This second quarter was in a condition that "compared to the same period of the
previous year, the efficiency of advertising investment has been optimized, while new
customer acquisitions were maintained at the same level."

New customer acquisitions —g=ROAS _g=Advertising investment balance

1.11 110 | 114 1.20

105 105y g 1.01 100 1.01[ 1.01
------------------------ ———— - 1.00

0.80

0.60

0.40

0.20

0.00
Jun. 2020 Jul. Aug. Sep. Oct. Nov. Dec. Jan. 2021 Feb. Mar. Apr. May Jun. Jul. Aug.
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Status of number of new customer acquisitions [compared to the

immediately prior quarter (first quarter)]

[Number of new customer acquisitions] Dropped to 88% of that for the immediately prior quarter
[Advertising investment balance] Close to the optimal value of 1.00 for both periods

The number of new customer acquisitions greatly varies as it is impacted by various measures.
—Strong in May 2021, particularly because acquisitions through affiliates exceeded the assumption.

—In June 2021 and afterward, the measures have progressed in a solid manner, though there are some

ups and downs.
P New customer acquisitions —g-ROAS g Advertising investment balance

1.11 110 114 1.20

1.03 ' 1.00 98 o7 | 101 1.01 o8
—————————————————————————————— gy g m—e == 700

0.80

/\M g 0.60

0.40

0.20

0.00
Jun. 2020 Jul. Aug. Sep. Oct. Nov. Dec. Jan. 2021 Feb. Mar. Apr. May Jun. Jul. Aug.

Aims to maximize the number of nhew customer acquisitions, maintaining an advertising

investment balance of 1.00 in the third quarter and afterwards.
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Number of nhew customer acqguisitions and various measures

e Strengthening cooperation with affiliate* businesses

¢ Initiatives to strengthen cooperation undertaken by the dedicated team

» Regular exchanges of opinions on advertising contents and measures to increase the number of
new customer acquisitions.

« Making efforts to create better understanding of products by sharing product characteristics and
appeal points at product information sessions for affiliates.

[Number of new customer acquisitions] o

Decreased 20% compared to the
immediately prior quarter

Increased 99% year on year during

the second quarter

-Exhaustion of advertising scripts that
were strong for acquisition

1Qof fiscal 2Q of fiscal 3Q of fiscal 4Q of fiscal 1Q of fiscal 20 of fiscal ~OUrGe iN Market prices for certain

year ended yearended vyearended vyearended yearending year ending advertising media
February 28, February 28, February 28, February 28, February 28, February 28,
2021 2021 2021 2021 2022 2022

-Making efforts for new acquisition through multiple products and

media in response to risks caused by dependence on certain products Continue to
or advertising media [> increase the

number

-Reflecting customers' real voices in a creative manner through round-
table talks involving existing customers held jointly with affiliates

* An online advertising method, where an affiliate posts advertisements about an advertiser’s products and services on its blogs, websites, or other
media. The advertiser pays a fee (commission) to the affiliate, if a viewer purchases the product through the link.

Kitanotatsujin Corporation All rights reserved.



Number of new customer acquisitions and various measures

a Expanding sales channels through e-commerce malls

The subscription purchase type business is our pillar. Rapid increase in users who buy

—Less priority has been placed on e-commerce malls (Amazon, [> products only in e-commerce malls
Rakuten Ichiba, etc.) where most shopping behavior is focused on —Strengthen sales in e-commerce
single purchases. malls

[Number of hew customer acquisitions]

r-Increased +35% year on year during the second quarter A
-Steadily gaining customers belonging to a customer base
different from before, who purchase products on the
L Internet ) I
Decreased 17% compared to the immediately prior quarter

. . \ 1Q of fiscal 2Q of fiscal 3Q of fiscal 4Q of fiscal 1Q of fiscal 2Q of fiscal
-External faCtorS, such as an increase in sales in a sale year ended year ended year ended year ended year ending year ending

February  February February February February February

month and pullbacks before and after the sale month, 7 o 0 oo, 58 205, 28 2000 25 209
have greatly impacted purchasing behavior of consumers.
—It is urgently necessary to obtain expertise to expand business in e-commerce malls in a stable
manner.

¢ Continue efforts to increase sales at e-commerce malls

€ Amazon: Recognized as an important sales channel for capturing overseas
markets
- Started test sales on Amazon U.S. to advance into the much larger market scale of Amazon U.S.
-Utilized the expertise of ASHIGARU Co., Ltd., which is a group compan

Kitanotatsujin Corporation All rights reserved.



Number of nhew customer acqguisitions and various measures

o Initiatives with infomercials

Also engaging in advertisement distribution through methods that differ from previous online advertising.
¢ Strong new customer acquisitions from infomercial advertising \ SO TENL] )
(BS broadcasting, etc.)

While the Company has been working on this measure for several fiscal years,

due to its difference from customer acquisitions through the Internet, which is the : o’
main method for new customer acquisitions, results have not been readily apparent...F 2
[Number of new customer acquisitions]

*Through continuing these initiatives, the
Company has accumulated production expertise
for infomercial advertising and improved its skills Significantly increased +276%

in selecting advertising distribution programs. year on year during the
second quarter

v

*During the first quarter, the Company increased

the number of call centers that can accept orders -

24 hours a daYI ImprOVIng cases In WhICh Ca“S 1Q of fiscal  2Q of fiscal  3Q of fiscal  4Q of fiscal 1Q of fiscal  2Q of fiscal
1 i 1 i ded ded ded ded di di

were not received despite being placed resulting S AR 1 NN S O Lo S R R

in orders being missed out on. 2021 2021 2021 2021 2022 XX

Decreased 25% compared to the

immediately prior quarter

-Started infomercial advertising on FM radio .Impacted by large events such as the Olympics and
broadcasts by FM NORTH WAVE CO., LTD. (a Paralympics and the Koshien summer high school

group company). baseball tournament
—Going forward, make aggressive efforts to expand the
\ \ number of new customer acquisitions
Going forward, the Company will seek to expand the number of customers

who do not purchase products over the Internet

Kitanotatsujin Corporation All rights reserved.



Business foundation

Reinforcing the organizational structure and governance

Recruitment of middle positions, experienced staff and specialist staff, which is
our long-standing issue, has successively succeeded, thanks to efforts focused
on human resource development

Person with experience in advertising
contents for EC and mail orders

Person with experience in controlling a
customer division

Person from the Japan Fair Trade
Commission

m Person with qualification as a lawyer
gl and a patent attorney

Person with experience in formulation
development of cosmetics

Highly-experienced persons with ability to serve as a middle position in each
department have decided to join the Company in future.
The Company will build stronger business foundations by reinforcing
the organizational structure and improving governance

Kitanotatsujin Corporation All rights reserved.



Net sales by segment and brand

(Millions of yen)

First quarter ended | Second quarter ended

J NORTH FARM 2,306 2,355

E-commerce
business

SALONMOON - 113
Total 2,372 2,565

* As the main business of the Company's group is the E-commerce business and the other
business segments are insignificant, a description of the segment information is omitted.

[Operational results of ASHIGARU Co., Ltd.]
" Major efforts during six months ended August 31, 2021 )

-Handover of business and operations
-Established an internal structure to further expand sales channels in
future
\___*Planning new products in the beauty appliance category )

Kitanotatsujin Corporation All rights reserved.



Group Companies
ASHIGARU Co., Ltd.

-Sells own “SALONMOON" hair iron developed
for selling on e-commerce malls

“SALONMOON" hair iron
-This high quality, low price product has been
designed for selling on e-commerce malls
where sales promotion expenses can be
relatively limited and thereby sales costs which

7@

; MOON"

would be incurred in brick-and-mortar stores

can be used for production costs. -Providing highly functional hair irons at
affordable price

) -The main customer base is women in
TR their 20s to 40s.
-100% of sales come from e-commerce
malls.

-Greatly successful as 150 thousand

: units were sold in total only in two

F‘ years from the foundation

B -Highly rated in customer reviews on

L major e-commerce malls

ASHIGARU

Products
BEES

(https://www.ashigaru-slm.com/)

> Aim to expand business and performance as the Kitanotatsujin Group

Kitanotatsujin Corporation All rights reserved.


https://www.ashigaru-slm.com/

Group Companies

FM NORTH WAVE CO., LTD.

FM radio station with a broadcast area covering
Hokkaido !

<Business content> 1
« Main station broadcast and advertising u’za/ @ '

broadcast via VHF radio
» Production and sales of broadcast programs mgg;@gn
- Sales of broadcast time, etc. \

Every Sunday 11:30am- 1200pm

Media Audio content

» Increase sales by Develop expertise for creating Utilize brand power as a brand

producing mail-order strong fans that everyone in Hokkaido
programs » Horizontal expansion into audio knows about

+ JNORTH FARM s dia > Other business development
* SALONMOON Develop audio mail-order content using the NORTH WAVE brand

» Expand existing » Expand to other stations Q 0% ®
advertising business @@ m

:: > Aim to expand business and performance as the Kitanotatsujin Group

Kitanotatsujin Corporation All rights reserved.



Consolidated Balance Sheets

Subject/Section

(Cash and deposits)
Current assets
Non-current assets
Total assets

Current liabilities
Non-current liabilities
Total liabilities

Total net assets

Total liabilities and net assets

Through the preparation of consolidated balance sheets from the first

quarter, the Company has included the assets and liabilities of subsidiaries.
In addition, goodwill of ¥313 million has been recorded on the consolidated
balance sheets.

Kitanotatsujin Corporation All rights reserved.

<Reference>

Fiscal year ended February 28, 2021
(non-consolidated)

3,612
5,857

343
6,201
1,022
1,022
5,179
6,201

(Millions of yen)

August 31, 2021

Second quarter ended

4,601
6,145

884
7,030
1,187

179
1,366
5,663
7,030



Consolidated Statements of Cash Flows

(Millions of yen)

<Reference>
Six months ended Six months ended
: , August 31, 2020 (non- August 31, 2021
Subject/Section consolidated) March 1, 2021 to
March 1, 2020 to August 31, 2021
August 31, 2020
Cash flows from operating activities 81 042
Cash flows from investing activities -15 214
Cash flows from financing activities -305 -173
Effect of exchange rate change on -1 5
cash and cash equivalents
Net increase (decrease) in cash and _
cash equivalents 240 o988
Cash and cash equivalents at
beginning of period 41088 31612
Cash and cash equivalents at end of
= 3,847 4,601

The main factors for the changes during the six months ended August 31, 2021 were
an increase in profit before income taxes of ¥1,002 million, a decrease in payment of
income taxes of ¥248 million, and an increase in proceeds from purchase of shares of
subsidiaries resulting in change in scope of consolidation of ¥262 million.

ATIHTHMINITNTRE ITHIT T B EFE T NINHE - BGEEBR;EET: ‘> - BEEFEBPETN-R FEF -G T EG E;TR:;-E-TERE]F-’FE;>E-’-] I I’ -G EE;TEET T EGTEGEGTERERTAEAEFEGEERITETAEETITIHETIEHRARRRIMTRTI‘ETR3T‘E R -RTERRTREIdRUBGBGGGBEBOODRUOGGGSOSOOOOOSOEOO OO OO OO,
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Current Situation and Future
Developments




Current Situation and Future Developments

¢ Shifting strategies from dominating niche markets to acquiring

partial shares in mass markets §
<Previously> <Future> e

=N\ Changing market A D TN
P @ | environment ~~ Dominant shares in GD\:D

\ /< niche markets ¢

;__D-Ommant Shares | . 1ncreased amount of o7, \‘_
/In niche markets /|/ information due to increased /| Together with XU
N /4 use of the Internet from the || | [\ /
QRN o’ spread of mobile devices - - /P
&QD/ (smartphones, tablets, etc.) X ‘\Strateg}' for acquiTEusyP rtial
: - Purchasing behavior in which ~.shares in mass markets

consumers select products MR

by comparing and reviewing R R T e SRR

multiple products .

N

»

Develop a sales strategy that does not rely on brand power or name 1
recognition by delivering high quality products that appropriately
capture the needs of target customers and deliver them with pinpoint
accuracy.

<Consumer distribution by innovator theory>

Acquiring cost-effective innovators + early
adapters

« Similar sales strategies are possible regardless of market scale

[> Focus on acquiring a highly cost-effective customer base by
utilizing expertise on highly profitable and efficient advertising >
Time until purchase

. J

Earl Late
majorYty majority  Laggard

sJaseydand Jo Jaquinn

Kitanotatsujin Corporation All rights reserved.



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.

¢ Solicitation of aspiring entrepreneurs who want to edBensionhy

start new D2C businesses existing ) Entry into new
_ _ \ _ _ Bincs Aim to businesses
Expand business scale while developing multiple businesses improve
with net sales over ¥10.0 billion
\ \ _ \ corporate
« Actively hire personnel who possess excellent business plans and passion value

Business
diversification

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.

~

K<Current>
» Actively collect information and evaluate M&A of D2C and E-commerce companies that meet the

Company’s conditions.
« Several aspiring entrepreneurs have joined the company and are in the process of launching businesses

within the fiscal year ending February 28, 2022.

<Future>
Continue to actively engage in the early achievement of medium- and long-term targets of net sales of
\¥1OO'0 billion in net sales and ¥30.0 billion in operating profits. )

* D2C stands for Direct to Consumer, which is a system to sell our products directly to consumers through e-commerce sites.

Kitanotatsujin Corporation All rights reserved.
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Company Overview

Company Name

Kitanotatsujin Corporation

Representative Katsuhisa Kinoshita, Representative Director & President

Incorporated May 2002 (Founded in May 2000)

Head Office Sapporo, Hokkaido

Bases Tokyo Branc.h Officg, Taiwan Branch Office, Korea
Representative Office

Listing TSE 1st Section Market SSE Main Market

May 2012 Listed on Sapporo Securities Exchange, Ambitious Market
March 2013 Upgraded to Main Market on Sapporo Securities Exchange
November 2014  Listed on the Tokyo Stock Exchange, Second Section
November 2015  Assigned to the Tokyo Stock Exchange, First Section

Officers and
Employees, etc.

213 people (As of August 31, 2021)

E-commerce
site

Kitanotatsujin Corporation All rights reserved.

”J NORTH FARM” https://www.kaitekikobo.jp/
"SALONMOON" https://www.ashigaru-sim.com/




Product Strategy

¢ Product development specifically
designed for the E-commerce business P

T eemeee B ShAURER R

+ Develop the E-commerce business that sells a total of = |W“ Lisaimas AL
34 original products on the Internet to meet specific o ‘f . =B T o
,,( ;ﬁ mm r\/;.‘. is

HH 1

customer needs, including cosmetics and health foods ‘ _‘}:g bk, e | 9@3@ It 313

| lamce
?15?_ B =

| linluosuae
Only commercialize products that bring solid
satisfaction, under the policy, “A product will only be
commercialized when an astonishingly fine product is

4 LLrThhy 8 .
created Goke L R

BEAUTY

Established original product development standards
with 750 items specifically designed for online sales
and conduct a thorough monitor survey

Only 2% of development projects meet these
standards to be commercialized, thereby pursuing
dominant customer satisfaction and quality
maintenance

¢ Market ) D

: Adopt strategy for
Dominant shares Togcther wih P gy

o acquiring partial shares
in niche markets D i Crlnassgm%rkets

Design a sales strategy that does not depend on brand power or name recognition by developing
high-quality products that appropriately capture customer needs regardless of the market scale

& Featured in the
NIKKEI TRENDY
(August 2018 issue)

Kitanotatsujin Corporation All rights reserved.



Product Strategy

¢ Products for men

« Increase demands for products from men

« Growth potential of the men’s cosmetics market, the
scale of which has grown approximately ¥120.0
billion, and further growth is expected going

forward*

Focus on development of products for men that
specialize in men’s skin types and constitution (three
products have been launched as of the current point)

. Aging care mist lotion for men

Y HARISHU

9 / [Quasi-drug] Spots prevention peeling gel
%) for men

£
.

PEEL SHOT

Cream specialized for under the eyes of men
i MEN'’S EYEKIRARA

Domestic market scale of
men’s cosmetics

d

Further growth
is expected
going forward

2017 2018 2019 e e 2022

(forecast)
Prepared by the Company based on “Marketing
Handbook of Cosmetics 2020 No. 2” published on
March 26, 2020 by FUJI KEIZAI CO., LTD.

* “Marketing Handbook of Cosmetics 2020 No. 2” published on March 26, 2020 by FUJI KEIZAI CO., LTD.

Kitanotatsujin Corporation All rights reserved.



Sales Strategy

¢ Performance
evaluation indicators

We place more emphasis on profits than
on net sales.

As the E-commerce business can generate
more net sales by increasing advertising
investment (increasing advertising
placement volume), we cannot evaluate
our performance by net sales alone.

The law of sales minimization,

profit maximization
(Explained in the figure on the right)

1-year LTV [CPO limit 1-year target profit

11,000 10,000 1,000

Advertising 1-year 1-year
(o)1= 148 Amount || CPO expenses | [neat sales | profit  BNEET]EEE

(millions of

L VAl ¥11.00 million
AdA|l  s00[ 8,000 4.00 5.50 1,50/ Profit: ¥1.00 million
adB| 500 12,000 6.00 5.50 -0.50 | —Profit margin: 9%
Total 1,000| 10,000{ 10.00| 11.00 1.00

1 Upon suspending advertisement B that exceeds the CPO limit...
e SEE S BVEE T N et sales:
Content |[XULITISE o JJo IR e st rzetu'salefs (p-|r|-°ﬁtf ¥5.50 million
millions o millions O . e
Profit: ¥1.50 million

yen)
yen) yen)
8,000 —Profit margin: 27%
Net sales is halved,
1.50 but profit is 1.5
: times higher and
the profit margin is

¢ Advertising optimization system L 3tmes higher

(1) Analyze daily accumulated data and calculate LTV*
(2) Set a CPO limit for each product as the upper limit for

advertising expenses

(3) Calculate and manage CPO on a daily basis by subdividing
approximately 5,000 advertisements presented regularly into
various segments

(4) Automatically suspend advertisements that exceed the CPO
limit

(5) The Company develops and operates a system that manages
the above process.

[> Develop system where only highly profitable advertising remains

* LTV stands for Life Time Value, which is the amount of lifetime net sales a customer will bring.

Kitanotatsujin Corporation All rights reserved.




Sales Strategy

¢ Correlation between CPO and the number of new customer acquisitions
Profit = Number of new customer acquisitions x Profit per customer (LTV - CPO)

Advertising expenses and the number of new customer acquisitions fall under the
“law of diminishing returns.”* CPO (acquisition cost per order) tends to increase
as the number of new customer acquisitions increases.

Consumer distribution by innovator theory

Early Early Late
Innovator . . Laggard
adapter majority majority
E Those who want = Those who examine Those who actively Basically those who are Those who will
3 to try something = new products and purchase products that are reluctant of buying, but never buy
o new first purchase them “popular” or “used by purchase products after
(-'2 /\ﬁ positively others,” rather than making|  everyone is using them
— decisions gn their own
S, One in five (/\ﬁ
S Pefr)‘PIe One in ten One in one
c purchases people One in fift No matt,
o the products purchases n;eI:pIL Y hundred people h:wm:na:\r/
5 i) the products purchases the .
Y P purchases clicks, they
One products :
0 |2 the products will never
(_2 p_urcha_Ise per One J o l h buy the
» five clicks at purchase per One e products.
¥100 per ten clicks at purchase per P - Thus, it is
click ¥100 per . " hundred clicks
p fifty clicks at not
_J’ click ¥100 per at ¥(::Ii:)(:(l)( per profitable.
. p CPO: ¥1,000 l .
Diffusion rate: \ CPO: ¥5.000 / \_ CPO: ¥10,000
o)
2o 34% 34% 16%

The more you expand your customer base, the greater the CPO will be. Time until purchase

*A theory in which, under a certain condition, an additional production factor will increase overall production volume,
but the increase will gradually diminish
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Sales Strategy

¢ Five level profit management Visualize profits on five levels for “each product”
(Millions of yen)

aNei=]Neji=1(M Product (1)|Product (2)|Product (3)
products X A ©
\ Net sales 60.00 30.00 10.00
Gross profit by product L‘Cost 35.00 18.00 3.00
\ l\\ i .
Profit (1) Gross profit or loss 25.00 12.00 7.00
[ Gross profit margin
Mandatory cost per orderg -
. |_Order-linked costs
(enclosures, accessories, settlement charges, shipping 3.00 1.50 0.50
fees, packaging materials, etc.)
Gross profit - order- N Profit (2) Net gross profit 22.00 10.50 6.50
linked costs = net gross [ - -
. . Net gross profit margin
ZUEITE (8N s £ Sales promotion expenses 16.00 3.50 0.40
- . | (primarily advertising expenses) ) ' ’
Net gross profit - sales I Profit (3) Sales profit 6.00 7.00 6.10
promotion expenses = : :
(sales profit (coined term)) Sales profit margin
~ABC (Activity Based Costing) 0.50 1.20 0.20
Personnehl engnseS for Profit (4) ABC profit 5.50 5.80 5.90
each product
\ P ABC profit margin
Operating expenses
(rent expenses and indirect operating personnel 4.20 2.10 0.70
expenses, etc.)
Profit (5) Operating profit for each product 1.30 3.70 5.20
Operating profit margin for each product

« Although sales of Product (1) are increasing, this is due to spending more on sales promotion expenses, and profit is not as high.
« Sales of Product (3) are low, but it has a high gross profit margin as a result of less spending on sales promotion expenses and ABC.
However, it is easy to overlook this matter, since a product with low ABC is not often discussed in the Company.

Kitanotatsujin Corporation All rights reserved.



Sales Strategy

¢ Calculation method of the optimal CPO limit and the benefits of LTV improvement

Profit = Number of new customer acquisitions xProfit per customer (LTV -CPO)

« Lowering the CPO increases the profit per customer, but decreases the number of new O 5
IR » It |s_|mportant to find the most
profitable CPO

« Higher the CPO increases the number of new customer acquisitions, but decreases the profit
per customer

<In the case of LTV of ¥10,000> 3 Diminishing returns begin from here
CPO ¥3,000 ¥4,000 ¥5,000 ¥6,000 ¥7,000 ¥8,000 ¥9,000
Numb f
customer acauisitions 100 120 150 200 250 270| 300
Sales ¥1,000,000| ¥1,200,000| ¥1,500,000| ¥2,000,000( ¥2,500,000| ¥2,700,000 ¥3,000,022
Profit per customer ¥7,000 ¥6,000 ¥5,000 ¥4,000 ¥3,000 ¥2,000 ¥1,0pD0

Profit ¥71)o,000 ¥720,000 ¥750,000 ¥800,000 ¥750,000 ¥540,000 ¥300,0p0
[ Most profitable profit per customer ] Most profitable [ Largest number of new ] [ Largest ]
customer acquisitions sales

— If we are to maximize sales, we should set the CPO at ¥9,000, but because we are aiming
to maximize profits, it is most desirable to set the CPO limit at ¥6,000.

<In the case of LTV of ¥12.000> ‘ Diminishing returns begin from here
L
CPO ¥3,000 ¥4,000 ¥5,000 ¥6,000 ¥7,000 ¥8,000 ¥9,000
Number of
customer acquisitions 100 120 150 200 250 270 . 300
Sales ¥1,200,000| ¥1,440,000| ¥1,800,000| ¥2,400,000( ¥3,000,000| ¥3,240,000| J¥3,600,000
Profit per customer f9,000 ¥8,000 ¥7,000 ¥6,000 ¥5,000 ¥4,000 ¥3,0¢)

Profit ¥990,000 ¥960,000| ¥1,050,000( ¥1,200,000 peeawisielefelel ¥1,080,000 ¥900,0(b
(__Most profitable profit per customer ] Most prbﬁtable [ (i numr;er_ of new ]
customer acquisitions Sa|eS

— If LTV increases by 1.2 times, profit will increase even with the same CPO limit of ¥6,000.
It is also possible to raise the CPO limit setting to ¥7,000, which is the optimal limit CPO.

LTV improvement: Makes it possible to increase profit with the same CPO and raise the CPO limit setting
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Sales Strategy

¢ Identify “excess investment” and “opportunity loss” with the advertising
investment balance indicator

How much sales are generated from products newly Sales via
acquired through invested advertising expenses: advertising
RO AS = Advertising
expenses

» No optimal value exists for comparing responses to each ad or the same ad at different times

- We have changed our calculation method from this consolidated fiscal year to more accurately show the

actual situation*

indicator with an optimal value of 1.00
(calculated by CPO result/CPO limit)

New customer acquisitions —g=Advertising investment balance _g=ROAS

1.05 1.05

[> Check “excess investment” and “opportunity loss” by using the advertising investment balance

111 1.14
1.03 et

1.20

1.00 0.98 0.97 1.01 1.00 1.01 1.01 0.98 0.99

ocqa 264 060 57 95% gsg 063 062 061 58 57 g5 060 062 0.60
+N - - _——.—'_h. 0.60

0.40

0.20

0.00
Jun. 2020 Jul. Aug. Sep. Oct. Nov. Dec. Jan. 2021 Feb. Mar. Apr. May Jun. Jul. Aug.

* The subscription purchase-driven business model, in which the balance of income and expenditure at the first purchase will be negative but will become positive as products
are purchased continuously, and the business model, a major purchasing system in e-commerce malls in which a single purchase results in a positive addition to the balance,
are models with fundamentally different profit-making mechanisms and the ROAS differs greatly. In addition, there are a considerable number of sales from new customer
acquisitions (via search engines, etc.) that do not require advertising expenses generated when increasing product name recognition and advertising placement volume. These
sales were previously included when calculating ROAS, but have been excluded from calculations in order to measure the efficiency of investment in attracting customers for
subscription purchases in a more accurate manner.
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<Product strategy> <Sales strategy>

- Product development specifically - Basic policy that places an emphasis on profits
designed for the E-commerce - Advertising optimization system developed by
business the Company

- Strict product development - Calculation of the optimal CPO limit based on
standards the correlation between CPO and the number of

- Development of mass-market new customer acquisitions
products - Profit management fine-tuned for each product

- Focus on the development of
products for men as well

- Advertising placement management through
advertising investment balance indicators

Together
with

Adoption of D2C x Subscription-driven business model

- Direct feedback on customer data and Red: INew sales
products is available Blue: Subscription sales
- High-precision marketing backed by the
feedback is realizable I I
- A steadily growing business model sl I

:> Realize a profit structure that enables stable growth

Kitanotatsujin Corporation All rights reserved.



Information on the Company’s strategies

In addition to the product and sales strategies explained in this document, we also

disclose our strategies related to the Company’s management, including our

Kitanotatsujin Corporation All rights reserved.

personnel strategy, etc.

Videos explaining our business model/business overview
https://www.kitanotatsujin.com/aboutus/media-performance/
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Major Products
“DEEP PATCH Series” were recognized by the

Guinness World Records™ for two consecutive

vears as the world’s best-selling*! products

Apply the microneedle technology, which is also used in medical treatments
A new concept of cosmetic products to directly inject needle-shaped beauty

ingredients into the skin
[No. 1] “HYALO DEEP PATCH" for wrinkles under the eyes and smile lines

[No. 2] “MIKEN DEEP PATCH” for the area between the eyebrows [~
[No. 3] “ODEKO DEEP PATCH” for the forehead L
& ® ® /ﬂ B
17 ” *2 a oF, s
[No. 4] “CHEEK PORE PATCH" for the cheek pore zones oy )

/

—

Food with functional claims “KAITEKI OLIGO”

Our sales of oligosaccharide food for household use is the highest in Japan.*3

Improves bowel movements for people with constipation tendency
(increase stool volume and frequency of bowel movements) GOLD
VA

» Awarded the Monde Selection 10 times
(Awarded the Grand Gold Award eight times and the Gold Award two times between 2012 and 2021)

 The registration as a food with functional claims was accepted in May 2019.
* “OKOSAMAYOU KAITEKI OLIGO,” a product for children, was launched in February 2019.

*1 Global survey by TFCO Co., Ltd. The largest micro-needle cosmetic skin patch brand (DEEP PATCH Series), with sales amount of
$45,082,226 for the one-year period from March 2019 to February 2020 and sales amount of $43,127,256 for the one-year period from
March 2020 to February 2021

*2 Area where cheek pores are concentrated
*3 Research by JMA Research Institute Inc. (May 2016). The annual sales up to the previous fiscal year of home use products sold in

JaeanI such as RowderI ﬁranules and sxrua Rroducts containinﬁ “oliﬁos and oliﬁosaccharides"
38
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Personnel Changes

Changes in Officers and Employees

200
180
160
140
120
100
80
60
40
20
0

Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended

February 28, 2018 February 28, 2019 February 29, 2020 February 28, 2021

B Sapporo Head Office  mTokyo Branch Office

* Tokyo Branch Office was established in April 2019 at Nihonbashi, Chuo-ku, Tokyo
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Actual and Projected Dividends

The Company is working to return profits to shareholders by paying dividends, taking
into consideration the strengthening of its business foundation and the enhancement
of its internal reserves. The Company expects to pay an interim dividend of ¥1.30, a

year-end dividend of ¥1.40, and an annual dividend of ¥2.70 per share for the fiscal

year ending February 28, 2022.

(Yen) mmm Cash dividends per share (yen) —e—Dividend payout ratio (%)
5.00 50.0%

41.4%

4.00 /\
BN 30.9%
3.00 :

38.7%
40.0%

30 3% 30.0% 29.7%
30.0%
' 20.0%
' 2.70
10.0%
0.0%

30 3%

2.00
1.00
0.71
ooofllo7: o> I
0 \ OO Fiscal year endedFiscal year endedFiscal year endedFiscal year endedFiscal year endedFiscal year endedFiscal year endedFiscal year endedFiscal year ended  Fiscal year
February 28, February 28, February 28, February 29, February 28, February 28, February 28, February 29, February 28, ending February
2013 2014 2015 2016 2017 2018 2019 2020 2021 28, 2022
(planned)

(Note) Cash dividends per share are translated based on the impact of the following six stock splits. (Fractions less than one sen are rounded up.)
A 4-for-1 stock split for common shares as of February 9, 2013 A 2-for-1 stock split for common shares as of January 3, 2014
A 2-for-1 stock split for common shares as of June 1, 2015 A 2-for-1 stock split for common shares as of April 1, 2017
A 2-for-1 stock split for common shares as of November 6, 2017 A 3-for-1 stock split for common shares as of February 15, 2018
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Other Indicators

Fiscal year Fiscal year Fiscal year Fiscal year
ended ended ended ended

February February February February
29, 2016 28, 2017 28, 2018 28, 2019

ROE (%)

Tt gn el 18.0 24.8 48.8 48.9
ROA (%

o) 14.4 18.6 32.9 33.5
Equity ratio (%) 86.5 67.4 67.3 69.4
Dividend payout

ratio (%) 41.4 30.9 30.3 38.7
Cash dividends per 0.71 0.84 219 3.60

share (yen)

Number of
shareholders 8,128 8,926 31,667 47,978

(Note) Cash dividends per share are translated based on the impact of the following stock splits:
(Fractions less than one sen are rounded up.)
A 2-for-1 stock split for common shares as of June 1, 2015
A 2-for-1 stock split for common shares as of April 1, 2017
A 2-for-1 stock split for common shares as of November 6, 2017
A 3-for-1 stock split for common shares as of February 15, 2018

Kitanotatsujin Corporation All rights reserved.

Fiscal year
ended
February
29, 2020

54.2

38.9

73.7

30.3

4.30

54,307

Fiscal year
ended
February
28, 2021

29.1

22.9

83.5

30.0

3.00

47,042



Major Awards Received

November 2020: Awarded the “Asia’s 200 Best Under A Billion” in Forbes Asia

September 2019: Awarded the Internet Shopping Award in the “Asia Direct Marketing Vision
2019”

February 2017: Special E-Commerce Promotion Award Recipient at “Japan Venture Awards
2017" hosted by the Organization for Small & Medium Enterprises and
Regional Innovation, JAPAN (backed by The Small and Medium Enterprise
Agency, Ministry of Economy, Trade and Industry, etc.)

September 2015: Japanese Representative Candidates Finalist for EY Entrepreneur of the Year
2015, an international award program for entrepreneurs

February 2014: Awarded the Minister of Economy, Trade and Industry Award at the “2014 IT
Management Awards for Small and Medium Enterprises”

EY Entrepreneur : " bR IT R ATE
ﬂﬂ) Of The Year’ v R Rn Lt
JAPAN
VENTURE
AWARDS

DS X

2017
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Protection of intellectual property rights

<The Company’s initiatives>

« Mainly the “Office of Competition and Imitation Countermeasures” respects the

intellectual property rights of the Company and other companies and promotes
business activities in a fair competitive environment.
» Our policy is to continue the Company’s initiatives to optimize the industry over

the long term.

As a corporation that focuses on protecting consumers, the Company monitors for
imitation products and false information in order to prevent harm to customers.

If no initiatives .

are undertaken...

Leads to loss of
trust in the
industry and
shrinkage of
market scale.

Case seeking an
injunction for unfair
competition

Case seeking
compensation for damages
for unfair competition

Case seeking an injunction
for design right
infringement

Consumers have an
increased risk of
obtaining inferior
products and
suffering harm.

Eliminate
inferior
Products claiming products
false statements are

released onto the

market.

&

<Status of specific initiatives>

« Competitor of the Company’s product “KAITEKI OLIGO” was
displaying that the product was 100% pure oligosaccharides. Misrepresentation
» Compared their product with the Company’s product of product quality
“KAITEKI OLIGO” and listed false facts.

« Competitor of the Company’s product “EYE KIRARA” was Misrepresentation
displaying multiple “1st place rankings,” etc. without any of product quality

rational basis. .
+ Dissemination of false facts on affiliate sites comparing Damagl_ng
against the Company’s product “EYE KIRARA.” reputation

Sales of microneedle cosmetics with a design similar to the
Company’s registered design (registration number: No.

1657009).

Infringement of
design rights

Protect customers to
improve and optimize
the industry as a whole.

<Judgement in the first instance>
Opposing party ordered to pay
damages

—Appeal pending

Pending

Pending
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Medium-term Management Plan

In the Internet industry in which the Company operates, the business
environment is rapidly changing, and it is necessary to make swift and
flexible management decisions in accordance with the business

environment. Accordingly, the Company does not disclose its medium-

term management plan.

The Company carries out the analysis of causes of divergence between
the plans for a single fiscal year and its results on a regular basis, and

discloses and explains the analysis results to stakeholders, including

shareholders, through announcements of financial results, etc.




Disclaimer and Handling of This Document

This document is provided for informational purposes only and is not intended to be a public offering,
investment solicitation, marketing or other activities in respect of specific products such as the
Company’s shares.

The contents of this document, and opinions and forecasts described herein are based on the
judgment of the Company at the time of preparing this document, and the Company does not
guarantee the accuracy of the information. Please note that actual performances and results may
differ significantly due to changes in various factors.

While all information provided in this document has been carefully prepared, the accuracy and
completeness of such information are not guaranteed. Please note that the content may be changed
or discontinued without prior notice.

In no event shall the Company be liable for any use of the document by investors, since this
document was provided on the assumption that its use is at the discretion and responsibility of

investors.

Please refrain from repurposing materials and data without permission.

Kitanotatsujin Corporation All rights reserved.
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