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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.
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Upward Revision of
the Full-Year Consolidated
Financial Results Forecast




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)

-
7,587 9,064 +1,477  +19.5%

Operating profit 1,003 1,241 +238 +23.8%

Ordinary profit 1,003 1,260 +256 +25.6%
o oers o e 663 834 +170  +25.7%




Upward Revision of the Full-Year Consolidated
Financial Results Forecast

Net sales YonY -4.7%
Revised +19.5%

(Millions of yen)

mmm Operating profit .
—o—Operating profit margin

Revised +23.8%

—
13.7%

[YonY -40.4%]

1,241

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%

2,233 2,312
1,342
I
1,594
834
663
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
reviously announced revised (previously announced) (revised)

Kitanotatsujin Corporation All rights reserved.



Highlights for the Second
Quarter of the Fiscal Year
Ending February 28, 2023




Key Performance Highlights [Compared with Forecasts (Plan)]
(Millions of yen)

Consolidated forecast eaulls T e ceslie
(plan) for t:te second i Changes Changes (%)
quarter
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%

xpenses. 801 1,123 +322  +40.2%
Operating profit 607 522 -84 -14.0%
margn P 15.4% 12.1% -3.3pts
Ordinary profi 607 540 -66 -11.0%
em o 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.
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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
ended August 31, 2022]

Without the effects, net sales would have largely

exceeded the plan.

Not recorded in 2Q:

¥83 million
/,-n- =

Plan Result Without the effects
of delayed deliveries

[Operating profit for the six months
ended August 31, 2022]
Without the effects, operating profit would have been
about the same as the plan, due to active advertising

investment associated with strong new customer
acquisitions.

Not recorded in 2Q:

¥7O million

Plan Result Without the effects
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.
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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
QonQ
-12%

Mar.
2021

-
-
-
-

February 28, 2022

QonQ
+ 5%

Jan.
2022

February 28, 2023

February 28, 2023

QonQ
+41%

QonQ |
+14%

QonQ
-34%

Aug
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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 G - : - -
e ood ad contents required «— Multiple skills required
acquisitions E P — q_ o
- Advertisements with high click- » Accurately identifying distinctive
through rates strengths of the product
- Sales pages with a high purchase ° Creallting advertisements from various
angles
rate - Consistency between advertisements
and sales pages
<Issues> [N t isiti QonQ
- AT ew customer acquisitions
Most creation activities place too much ERRO NG R OURWah SIS +83%

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
multiple advertising media

Kitanotatsujin Corporation All rights reserved.

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




Factors contributing to the recovery in new customer acquisitions

4 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]

AD
(Inforl:1:t(i)ocll1 Lallgzuﬁt 100%) ))) 5

Created ad contents Efficient but tend to end up
*Product referring to existing with contents similar to
information contents and using those created previously
*User traits the same information no matter how many times
-Market X } Created ad } the process is repeated
ggm;:,‘cmsn contents when ,
’ using only a  creating AD
products partgof thYe new ad 1= L 3@“‘?@
informvation contents ' '
&
o »
Created ad contents Leading to new
collecting information go:ef\?vnlt)sefgget:c(;if\flir
again and taking a
ngw Viewpoint 9 and a different angle

Now able to leverage the full
potential of our products
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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
Placemeft @ @ ;i.r?dnlt‘{\;(tj--- PIac?zn]t @
4 % Y
4+ - u 5 <+ 1 [ * y: \ AD (‘:}
\.iEI } % III }
_Suspended AR .- advertisement was
if a favorable 4 4 placed on A-1 only
outcome had not | \___/ for Media A.
been achieved
[Current] Media A
Placement @ <
AD ¢ Reviewing terms and conditions for suspended
€2 advertisements, such as page contents and
Placing composition, and exploring affordable ways of
:f'z"gf,tésﬁ'f}egés o placing them to restore the full potential of our

by reviewing terms advertisements

and conditions
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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-

— Less priority was placed on e-commerce malls and-mortar stores to e-commerce

(Amazon, Rakuten Ichiba, etc.) given their scale, - Particularly in our business, there is a notable inflow to
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 )
- 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
Kexceeded ¥100 million for the first time. ) 1Q of fiscal  2Q of fiscal  3Q of fiscal ~ 4Q of fiscal  1Q of fiscal ~ 2Q of fiscal

year ended year ended vyearended yearended vyearending yearending
Feb 28, 2022 Feb 28, 2022 Feb 28, 2022 Feb 28, 2022 Feb 28, 2023 Feb 28, 2023
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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 advertisin . -
investment baI%nce 4 Factor (1) Raised the CPO limit., (See slide 16)
fell far below 1.00 and & Factor (2) Created good advertising contents, resulting in higher efficiency
caused opportunity loss
Supposed to expand “ We will strive to
investment now that efficiency Effect from “a The phenomenon The phenomenon is eliminate opportunity
: phenomenon where the has occurred : loss, expand the number
was increased. Investment, number of new customer successively at what happens in the of new customer
however, was not made since acquisitions increases multiple times over initial phase only. We acquisitions and strike
May and caused opportunity while CPO goes down” recent quarters will expand investment. an optimal advertising
\ loss. ’ investment balance. /)

New customer acquisitions e=ill==ROAS*3 ==ill== Advertising investment balance

1.20

1.00

101 100 101 101 595 100 ' 099 g7 0.99

0.89 0.91 0.91 0.91 0.80

W\.\/._.*._.\H\. 0.60

0.40

0.20

0.00

March 2021 April May June July August ~ September  October = November December January 2022 February March April May June July August

*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 is 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 The maximum amount of advertising expenses expendable per order, which is back calculated from required profit by using the correlation between CPO, which is the amount of advertising expenses per order, and LTV,
which is the projected amount of lifetime net sales a customer will bring.

*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 negative. Meanwhile, if it is a subscription purchase, the balance will become
positive as products are purchased continuously.
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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 Crea_1t_|ve Increase in
Department EGotod 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 to new customer acquisitions)
customers
Number of hew customer Number of nhew customer
acquisitions via acquisitions increases due to an
CPO limit raised advertising increases inflow to e-commerce malls
i i i N
Number of new customer Precisely quantify the correlation
gRuisttions " between acquisitions via advertising
— g 'o and via inflow to e-commerce malls
CPO limit has been calculated e-commerce malls _
focusing only on acquisition via A Precisely understand the effect of
advertising. It is now calculated . 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,
N the more inflow to e-commerce
Advertising expencesinalls to a certain extent y

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

Kitanotatsujin Corporation All rights reserved.



Net sales by segment and brand

(Millions of yen)

Brand name First quarter ended Second quarter ended
May 31, 2022 August 31, 2022

Health & Beauty
Care business

M OON Pro

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.
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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 Qil 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.
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<Group company>
FM NORTH WAVE CO., LTD.

FM radio station with a broadcast area covering
Hokkaido

4 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 DJ]s 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 marketing initiative to get potential and existing customers interested in the Company’s products and services, increase their appetite for buying, and lead to future orders
A I T IR I T - T Ea i : i IR EGTET:EE AT A EHTH E TH I HHAOHHAOHMHISMEHIETHNH_H - I H  HHE AR EE E A AaEAGTETEREE AR E:EITE:T ET:EHAER T ITTITREGAIBTIGOIISAOIGMUOO RO O R ONONBA R AOR AR RSOOSR
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<Group company> FM NORTH WAVE's future

FM NORTH WAVE CO.,, LTD. radio advertising initiatives
. NN [ N
Marketing _funnel and characterls_tlcs 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 winning recognltlon
product or service to when the customer buys it
An entertaining| = ~-could win
Mass media (radio . recognition
etc.) advertisements Nt‘;gt;iggf advemser:qent
ive in winni NN A vira ---but would not
Esfset%tg:rlcevcvég?:ig%n Persens - Recognition advertisement| % | create interest
== A long way to 100 : . or curlosilty 7
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
curiosi it is merely fun.
Internet 60 by \ /
advertisements “Connect to the Internet” those
Effective in approaching who have interest or curiosity
the group of customers . .
who already have Increase radio advertisements for the
interest or curiosity products and services that have an inlet
Popular among clients from the Internet and lead potential
because of efficiency customers from radio advertisements to
mm Only targeted at those the Internet J
o e and - Develop success cases of mixed media
not helpful in developing |V projects with radio and the Internet

new markets - Strengthen the outreach to those
- ggrﬁ ::;ffnté"mgrggr’ ly companies that are feeling the
limitations of Internet advertisements

N N N A N O N N N N O O N N N N N N N O N O N O N s O N N N O N N N N O S O O O O O N N O N O N S S A O N N O N N S N O N O N, N N N N N O S N N N O N N N O N N S N O N O N O N N O O s O O O N N N O S OO OO OO
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Product launched in the fiscal year ending February 28, 2023

Anti-aging care*! beauty essence for hands

E>7
-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*? 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.



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

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

Previous fiscal year ended
February 28, 2022

5,210
6,808

747
/7,555
1,235

174
1,409
6,146
/7,555

(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.
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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

Six months ended August 31, 2021
March 1, 2021 to
August 31, 2021

942
214
-173
5
988
3,612
4,601

(Millions of yen)

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.
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Current Situation and
Future Developments




Current Situation and Future Developments

4 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...

It is time-consuming to prepare a production system that can keep supplying products using
the same ingredients and same manufacturing process over the long term in order to stably
supply products as “subscription purchase type” products

Market
h Development Customer
researc attraction
/ Release
Shorten by 1-
<Future> 1.5 y Mitigate the workload for
Release new products as a .2 years product release and spend Internal resources
“single-purchase type product” — Able to address internal resources only when can be spent only
— Only products passing certain sales criteria changing trends } | we know the product sells onnproclil“‘:ts that
will become available as “subscription purchase well > e
type products”
Adjust a stable
Market Development ] Customer
research supply system attraction
Release as a “single- OnIy products passing certain sales criteria will become
purchase type product” avaiIabIe as “subscription purchase type products”

More products can be launched with the same overall workload

(We keep the subscription purchase type business by adding the release as a single-purchase type product during the development phase of subscription purchase type products.)
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Current Situation and Future Developments

¢ Increase the number of product development projects Increase Focus resources on
new products products that sell well

LOkE TR [> Lead to higher sales and stable growth

J NORTH FARM

<Current> The number of new product [Sales composition by release timing of new pro s]

releases remained sluggish in

recent fiscal years B Fiscal year ended February 28, 2022 (3 products)
— Sales accumulation slowed B Fiscal year ended February 28, 2021 (3 products)
<Future> - Launch new prod ucts 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 products)

stage )
. i Fiscal year ended February 29, 2016 (3 products)

- Strengthen recruitment in Product

development departments m Fiscal year ended February 28, 2015 (2 products)

- Expand the development genres
- Select OEM manufacturers, including those
overseas, etc.
@ Establish a system where more
development projects can be
undertaken concurrently

M Fiscal year ended February 28, 2014 or prior

+ Focus resources on products that sell well

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

Mitigate workload required to prepare
Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended

for prOd uct releases February 28, 2015 February 29, 2016 February 28, 2017 February 28, 2018 February 28, 2019 February 29, 2020 February 28, 2021 February 28, 2022

Fiscal year ended Fiscal year ended Fiscal year ended
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Current Situation and Future Developments

¢ Actively expand e-commerce malls

Quarterly number of new customer acquisitions

e=gm=m Annual number of new customer acquisitions

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 FRRNCTETRY

February 28, 2021

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”

tradlng zone 1Q of fiscal  2Q of fiscal ~ 3Q of fiscal ~ 4Q of fiscal  1Q of fiscal 2Q of fiscal ~3Q of fiscal ~ 4Q of fiscal

year ended year ended vyearended vyearended vyearended yearended 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

4 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
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Current Situation and Future Developments

¢ Return to our initial strategies

<Mass-market products>

We learned that certain profit

Strug in new V\_Iel!-received by increases are possible with mass-
r existing customers market products
acquisitions
* Mass-market products feature more But no more than several hundred
The Company’s skills did versatility

t match Customers with a certain level of million yen per year
not matc 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

\\

s ¢ In light of the Company'’s skills and expertise, = ;}’» S\ )
place priority on developing niche market products /A N
that can more easily attract new customers 87 @ A

¢ Promote again the niche market dominating strategies in which

the Company excels to “provide products that appropriately capture the a QD 74
niche needs of consumers, offer them only to those who need it and establish N e
a firm position in the market,” aiming to forge solid footing again —7
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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 _
Expansion of

. \ \ \ . . Entry into new
Expand business scale while developing multiple businesses existing Alm to

with net sales over ¥10.0 billion B8 | flsines=ey
¢ Actively hire personnel who possess excellent business plans and passion Improve
for entrepreneurship. CcO rporate
e Founder and current Representative Director & President, Katsuhisa va I ue BLsiness

Kinoshita, provides a first-hand account of his own personal expertise. diversification

¢ 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>

\ Continue to actively engage in the further business expansion and profitability improvement j
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Current Situation and Future Developments

¢ Strengthen recruitment by making the Tokyo Branch Office into a Head Office

[Changes in employees]

250

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 e

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

development of cosmetics 0

B Sapporo Head Office mTokyo Branch Office  ®mOthers

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

e

\.

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

\

J
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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 Chuo-ku, Tokyo and Sapporo, Hokkaido

Bases Taiwan Branch Office, Korea Representative Office

Listing TSE Prime 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
April 2022 Transferred to the Tokyo Stock Exchange, Prime Market

Officers and

Employees, etc. 252 People (As of August 31, 2022)
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Business Model

¥ Customer characteristics

*The main customer base is men and
women in their 40s and over

-Sales from regular customers account
for approx. 70% of overall sales

[Ratio between new customers and
regular customers]

Sales from
new
customers

Kitanotatsujin Corporation All rights reserved.

¥ Profit structure

Although a certain number of cancellations (amount) occurs every
month, sales will grow by acquiring new customers that exceed the

number of cancellations

"""" - rrrrn“'““““'““;‘"

" n
sCancellation=
n

Regular
sales Regular
sales
—————— FEEEEEA—---
n [}
sCancellations
n [}
A EEEREREP
Regular
sales Regular

sales

A

New customer
acquisitions fall short
Regular g
sales of cancellations.
Sales go down.
New sales '“i—-
New customer
acquisitions
Regular exceed cancellations.
sales Sales go up.

(amount) occur every month

A certain number of cancellations
+Product was not suitable, etc.

-Ended usage because the issue

was resolved




E-commerce channels

There are various channels in e-commerce and monetization schemes are fundamentally different

depending on the channel
¢ Own website

*Product awareness is gained via advertisements, which leads to

new customer acquisitions

* Stimulates subscription purchases due to the structure of the

shopping cart and follow-ups. Good at fostering repeat customers.

N

Profit

Total profit earned as a
result of expending

Advertising — Awareness —> Purchase product

D

advertising ev)enses

e — ey

Advertising

expenses

- Upfront investment to acquire customers

- Temporarily increases if efforts are focused on

new customer acquisitions
- Profitability is negative at this point

7
purchase
1 |
6th

purchasJ I

o 1 |

v purchase I I
B 1 N
o | | | ] P

purchase I I

» | |

purchase I I

2nd I I

purchase I I

1= | |

purchase I I

LN N ]

¢ E-commerce malls

Customers reach the sales page after
viewing products on the shelves or via
comparative information page, recognize the
product, and then purchase.

single purchase, as itis not a
continuous purchase

’

Achieve profitability with a
Profit

|
i 2,0 VI
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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

- Products designed for delivery at new customer acquisitions
fixed periods - Profit management fine-tuned for each product

- 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: New sales

pI’OdUCtS is available Blue: Subscription sales

- High-precision marketing backed by the
feedback is realizable I I

- A steadily growing business model sl l

:> Realize a profit structure that enables stable growth

Kitanotatsujin Corporation All rights reserved.



Product Strategy

¢ Product development specifically
designed for the E-commerce business

* Develop the E-commerce business that sells a total
of 36 original products on the Internet to meet specific
customer needs, including cosmetics and health foods

- Products specialized for solving customers’ concerns
for health and beauty

¢ Stringent product development standards

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

-Established original product development standards with
approximately 800 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

0173 EAY LR |RTRT—I-%

AD.

| I’.’J’f.*f'{_:’ !'lfet.ai‘ox [I:num. £
o [ / d

> QQ-‘_*
e _:' - [EGkeamLe<

€ Product design

All products are generally designed and
developed to be completely used in one
month

[Product delivery example]

First Second Third
delivery delivery delivery

1 month ' 1 month

The next product arrives when the
product is completely used
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Major Products

“DEEP PATCH Series” were recognized by the
Guinness World Records™ for three 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

[No. 4] “CHEEK PORE PATCH” for the cheek pore zones*2 R THHR i

4

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)

« Awarded the Monde Selection 11 times
(Awarded the Grand Gold Award eight times and the Gold Award three times between 2012 and 2022)

 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 for the one-year period from
March 2019 to February 2022

*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 Japan, such as powder,

granules and syrup products containing “oligos and oligosaccharides”
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Sales Strategy

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

11,000 10,000 1,000
¢ Performance
evaluation indicators ODN 4 i AR ALl Nt sales:
= ions o FECA ¥11.00 million
We place more emphasis on profits than on net Profit: ¥1.00 million
les AdA|  500| 8,000 4.00 5.50 1.50 _ _
Saes: - AdB| sooffl 12,000f  6.00 5.50 B > Profit margin: 3%
As the E-commerce business can generate . : : -
more net sales by increasing advertising Total 1,000 10,000f 10.00 11.00 1.00
investment (increasing advertising placement 1 Upon suspending advertisement B that exceeds the CPO limit...
volume), we cannot evaluate our performance advertising  1-year  1-year Qgtssg'e?ﬁ_
- expenses  net sales  profit aded
by net sales alone (oI 3 [ Amount - CPO (illons of T of b o ofit: ¥1.50 million
.. . . yen) yen)
The law of sales minimization, PO ol 27%

profit maximization
(Explained in the figure on the right)

Net sales is halved,
but profit is 1.5 times
higher and the profit
margin is 3 times
higher

¢ Advertising optimization system

(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.
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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

sJaseyoJnd Jo Jaquinn

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

Kitanotatsujin

as the number of new customer acqguisitions increases.

Those who want
to try something
new first

One in five
people
purchases
the products
\:

One
purchase per
five clicks at
¥100 per
click

)

\ CPO:¥500

Diffusion rate:

Consumer distribution by innovator theory

Innovator Early E?”Y
adapter majority

Those who examine
new products and
purchase them
positively

One in ten
people
purchases
the products
\)

One
purchase per
ten clicks at
¥100 per
click

\

2.50‘

CPO: ¥1,000

Those who actively

purchase products that are

“popular” or “used by

others,” rather than making

decisions on their own

One in fifty
people
purchases
the products

One
purchase per
fifty clicks at

¥100 per
click
\:

\ CPO: ¥5,000 /
34%

Late
majority

Basically those who are
reluctant of buying, but
purchase products after
everyone is using them

One in one
hundred people
purchases the
products

One purchase
per one
hundred clicks
at ¥100 per
click

\_ CPO: ¥¢1o,ooo )
34%

Those who will
never buy

No matter
how many
clicks, they
will never
buy the
products.
Thus, it is not

\ profitable. /

16%

Corporation All rights reserved.

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

Time until purchase



%ﬂ a-KL—v 3 ( 2
Meister in the North

Sales Strategy

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

o1 =1NeI 11N Product (1)|Product (2)|Product (3)
products X A ©

_ Net sales 60.00 30.00 10.00
Gross profit by product
Cost 35.00 18.00 3.00
— |
\ Profit (1) Gross profit or loss 25.00 12.00 7.00
M L Gross profit margin
andatory cost per order ‘\ Order-Tinked costs
(enclosures, accessories, settlement charges, shipping fees, 3.00 1.50 0.50
packaging materials, etc.)
e N\ i i
Gross profit — order- ,/ Profit (2) Net gross profit 22.00 10.50 6.50
linked costs = net gross Net gross profit margin
profit (coined term) Sales promotion expenses
(primarily advertising expenses) 16.00 3.50 0.40
(" Net gross profit — sales \_:7 Profit (3) Sales profit 6.00 7.00 6.10
promoti(_)n expenses = Sales profit margin
\ 1S5 [PIeis ((Eein) S, | ABC (Activity Based Costing) 0.50 1.20 0.20

R & Profit (4) ABC profit 5.50 5.80 5.90

Personnel expenses for
each product

ABC profit margin

Operating expenses
(rent expenses and indirect operating personnel expenses, etc.)

Profit (5) Operating profit for each product 1.30 3.70 5.20

4.20 2.10 0.70

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 Strateqgy

¢ 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 It is importa nt to fmd the most
customer acquisitions »

« Higher the CPO increases the number of new customer acquisitions, but decreases the profit profitable CPO
per customer
<In the case of LTV of ¥10,000> ‘ Diminishing returns begin from here

CPO ¥3,000 ¥4,000 ¥5,000 ¥6,000 ¥7,000 ¥8,000 ¥9,000
Numb f

e i - 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 &3,000,092
Profit per customer f7,000 ¥6,000 ¥5,000 ¥4,000 ¥3,000 ¥2,000 ¥1,0D0

Profit ¥7p0,000 ¥720,000 ¥750,000 ¥800,000 ¥750,000 ¥540,000 ¥300,0p0
s . L t ber of Largest
[ Most profitable profit per customer ] ost reElE [ gggésmggr;cqirisoitigﬁgv ] [ sa?es

— 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
cPO ¥3,000 ¥4,000 ¥5,000 ¥6,000 ¥7,000 ¥8,000 ¥9,000
Number of
B R 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| [¥3,600,000|
Profit per customer ¥9,000 ¥8,000 ¥7,000 ¥6,000 ¥5,000 ¥4,000 ¥3,000

Profit ¥9')0,000 ¥960,000| ¥1,050,000| ¥1,200,000 mawwiciepeleloN ¥1,080,000 ¥900,000
i i Largest number of
[ Most profitable profit per customer J Mostprontaple [ ngz\ggﬁﬁ%?ser ] [ Lz;?:sst ]

— 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 advertising
acquired through invested advertising expenses:

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 to more accurately show the actual situation*

Check “excess investment” and “opportunity loss” by using the advertising investment balance indicator
with an optimal value of 1.00 (calculated by CPO result/CPO limit)

New customer acquisitions ==illl== Advertising investment balance w==ill== ROAS

1.13 1.13
1.01 00 1.04 1.04 1.20
- 0.98 1. 0.97 0.99 0.97 0.99
—_—— = e e = — o | B el | e e, e = — ____0.89.___09]-___03]-___09]-_ 1.00
=} o |
0.64 0.64 0.64 0.80
060 062  0.60 0.60 57  0.60 ; 063 061 o061
: -— 58 RBEE [
W N 0 60
0.40
0.20
0.00
Jun. 2021 Jul. Aug. Sep. Oct. Nov. Dec. Jan. 2022 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 single-purchase
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 are excluded from calculations in order to more accurately measure the efficiency of investment in attracting customers for subscription purchases.
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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
personnel strategy, etc.

<Books>

¢ The Law of Sales Minimization, Profit Maximization
——Management Secrets for a 29% Profit Margin
(Released on June 16, 2021)
« More than 50,000 copies sold
« The Taiwanese edition published
« The Chinese edition and the Viethamese edition
to be published

¢ FUNDAMENTALS X TECHNICAL MARKETING S

——83 ways to Maximize the Results of Web Marketing |nsssvepeitste
(Released on April 28, 2022) DRREELBA(LTS T
« More than 30,000 copies sold '® 3(5

« The Taiwanese edition to be published




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 ¥0.90 and a year-end dividend of ¥0.60, for an
annual dividend of ¥1.50 per share for the fiscal year ending February 28, 2023.

ren) mmmm Cash dividends per share ==¢==Dividend payout ratio (%)
5.00 50.0%
41.4%
38.7%
4.00 40.0%
32.3% 0
29.3% 30.9% 30.3% 30.0%
3.00 272 —y 30.0%
2.00 20.0%
1.00 10.0%
050
0.00 0.0%

Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ended Fiscal year ending
February 28, 2013 February 28, 2014 February 28, 2015 February 29, 2016 February 28, 2017 February 28, 2018 February 28, 2019 February 29, 2020 February 28, 2021 February 28, 2022 February 28, 2023
(planned)

(Note 1) 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

(Note 2) The Company transitioned to consolidated accounting from the fiscal year ended February 28, 2022. The graph above indicates consolidated figures.

To show trends in results, non-consolidated figures are presented until the fiscal year ended February 28, 2021.
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Other Indicators

Fiscal year Fiscal year
ended ended
February 29, February 28,
2016 (non- 2017 (non-
consolidated) | consolidated)
ROE (%)
(return on equity) e 2
ROA (%)

(return on assets) et L&
Equity ratio (%) 86.5 67.4
Dividend payout

atio (%) 41.4 30.9

Cash dividends per 0.71 0.84
share (yen)

Number of 8128 8,926

shareholders

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

Fiscal year
ended
February 28,
2019 (non-
consolidated)

Fiscal year
ended
February 29,
2020 (non-
consolidated)

Fiscal year
ended
February 28,
2018 (non-
consolidated)

Fiscal year
ended
February 28,
2022
(consolidated)

48.8 48.9 54.2 29.1 21.8
32.9 33.5 38.9 22.9 17.8
67.3 69.4 73.7 83.5 81.3
30.3 38.7 30.3 30.0 30.0
2.19 3.60 4.30 3.00 2.90
31,667 47,978 54,307 47,042 67,843

(Note 1) 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
(Note 2) As this is the first year of consolidated accounting, ROE and ROA were calculated based on equity and total assets as of fiscal year-end
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Major Awards Received

November 2020:
September 2019:

February 2017:

September 2015:

February 2014:

Kitanotatsujin Corporation All rights reserved.

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

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

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.)

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

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

EY Entrepreneur
ﬂﬂ)OfTheYear' BR RO
JAPAN
VENTURE
AWARDS

PS4

2017




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.
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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.
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