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Presentation

Tanaka: | am Tanaka from FreeBit. Today, we will announce our financial results for the first quarter of the
fiscal year ending April 2020.
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First of all, we will report on the consolidated results for the first quarter of the fiscal year under review. Sales
totaled 13.386 billion, EBITDA sales totaled 803 million, operating income was 333 million, ordinary income
was 286 million, and net income for the current period was negative 180 million. Compared with the previous
year, net sales increased by 28.3%, and the trend of a significant increase in net sales continues in the current
period.

Operating income decreased by 17% compared with the same period of the previous year. As | would like to
talk about in more detail later, in the EdTech business, which started from the third quarter of last year, profits
decreased in the current period since it is structured to be in the red in the first quarter but is supposed to
make it up and go into the black in the fourth quarter. This is as planned, and | would like to report that we
are not currently in a situation where you need to be worried about it.

Ordinary income amounted to 286 million yen, an increase of 66.1% compared with the same period of the
previous fiscal year, and the equity in losses of affiliates decreased. As a result, operating income has increased
substantially.

As in the previous year, net income for the first quarter was in the red. Operating income was slightly lower
than the previous period, and a deficit in net income for the current period also expanded slightly. However,
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operating income will be accumulated every quarter, so in the process, we will increase profitability and get
closer to our targets for the current period. Negative 180 million yen for the first quarter is in line with the
plan, and we are not worried about this situation. We would like you to understand this.
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Regarding the topics, as | mentioned before, the result was a 28.3% year-on-year increase in net sales. The
reason for this is that the EdTech business, which we began last year, acquired ALC Press, Inc., and with
significant growth, the Real Estate Tech business tends to expand significantly. These two factors contributed
to the result of a 28.3% increase.

Operating income declined by 17% from the previous quarter due to the large impact of the loss in the first
quarter in the EdTech business, which | mentioned earlier. However, this is in line with the plan.

Looking at the topics by segment, in the Real Estate Tech business, net sales of internet for apartments
significantly increased as in the previous year, and in terms of the segment as a whole, sales have increased
by 57.1% on a year-on-year basis. Thus, we have continued to enjoy extremely large growth in this segment.

In addition, the HealthTech business continued to perform favorably. Sales of subsidiary FreeBit EPARK Health
Care, Inc., increased by 14.9% on a year-on-year basis.

In terms of segment profit/loss, FreeBit itself started to provide systems for nursing care facilities in the
HealthTech business. This service has been focused in anticipation of future growth, and expenses have
increased in terms of profit and loss, resulting in a year-on-year increase of 24 million in losses. Overall, the
growth of FreeBit EPARK Health Care has been offset to some degree.
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In addition, the EdTech business contributed to the expansion of consolidated results because net sales were
purely added to the results from a year-on-year point of view, but again, as profits were in the red in the first
quarter, this is a negative factor for consolidation. However, in the fourth quarter, we plan to make a recovery
during the current period and contribute to consolidated earnings as well since it is an educational business,
which is expected to largely increase sales during the fourth quarter in March and April.
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Looking at changes of the results by quarter, you may be worried about the decline in profits in the first
guarter. However, as shown in the graph, operating income in the previous quarter, which is the fourth
quarter of the fiscal year ended April 2019, was 1.352 billion. Compared to the previous quarter, we had more
than doubled the profit recorded in this final quarter.

In the current fiscal year also, the fourth quarter is expected to be the most profitable. Although investors
may be slightly worried at this moment, as you can see from the past trends, we can see that we will be able
to steadily increase profits in the future. Therefore, we will be paying close attention to this graph as well.
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Looking at the sales distribution, the distribution ratio has changed over the last few years, and the Real Estate
Tech business grew the most and made progress recently with a sales increase of 57.1% year-on-year. As a
result, the contribution of profits to earnings has become extremely large.

Moreover, HealthTech and EdTech, which are relatively new businesses, have also been added. The overall
business structure generated more than 13 billion in the first quarter.
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Compared with the same period of the previous fiscal year, an analysis of factors reveals that the EdTech
business purely made an addition and increased by 1.3 billion, while the continued expansion of the Real
Estate Tech business increased by 1.1 billion. The growth rate of AdTech was lower than in the past, but sales
still increased by 340 million. In addition, each business is also showing positive growth, and the overall
business has grown from 10.4 billion to over 13 billion.

Support
Japan 03.4405.3160 North America 1.800.674.8375 _ SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com =T Asia’s Meefings, Globally

5



RISFRIAALEER 2 EXRFI O freebit
IRFTYIBEOSHERRTA T STy EEMSRICELD

BIEFHEALE17.0%i/
(e : B
TEET 2
BAlng
+291

% //{/{/////// 489

225 A70 // 7z

Fidi U . |

AEB ~LzTvs
B Al

AN156

IRFYZ

BED
FEER
19/0487 1Q 20/0487 1Q
FreeBit Co., Ltd. All Rights Reserved. 9

Next, looking at operating income. Operating income in this segment totaled 401 million yen in the previous
fiscal year, but operating income of 291 million yen from the Real Estate Tech business was added. This is an
extremely significant factor behind the increase in profits. On the other hand, profits in the InfraTech business
declined by about 100 million yen from the previous year, and although sales in the AdTech business grew
due to various changes, such as the strengthening of the system, operating profit was negative 70 million yen.
At this stage, HealthTech has reduced its operating income by 24 million as a result of strengthening the
FreeBit business, and accordingly, the operating income is 489 million after the offset.

In other words, profits from existing businesses increased from 401 million yen to 489 million yen. Despite
this increase in profits, the first quarter of the EdTech business recorded more than negative 150 million as a
seasonal factor, resulting in an operating income of 333 million.

As a result, while there are a number of existing businesses that are growing and not growing, there will be
an increase in these businesses as a whole. The EdTech business has a business model that can make a profit
in the fourth quarter, so if it moves into the black, then both will be positively affected.
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Looking at the profit structure as shown in this graph, we can see that the business scale of this first quarter

has expanded significantly compared to the previous quarter. Although the growth rate was not so high

compared to the previous period and the period before the previous period, it is growing at an extremely high

rate in the current fiscal year.
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With regard to SG&A expenses, since the EdTech business was launched, personnel expenses have increased
in accordance with, in short, an increase of personnel due to the acquisition. Therefore, SG&A expenses rose,
and goodwill associated with acquisitions also rose by a certain amount. The amount of depreciation was also
higher than the previous year, and the total amount of depreciation increased by 41.7% compared with the
same period of the previous year.
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The number of employees increased slightly in existing businesses, but this is due to, compared with the same
period of the previous fiscal year, the increased number of companies that were acquired for the EdTech
business.
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Regarding ordinary income, last year's ordinary income amounted to 172 million. There was an increase in
operating income, which added 88 million. As | mentioned at the beginning, the equity in losses of affiliates
decreased, which was a decrease of 191 million. As a result, we have posted an ordinary income of 442 million,
and we have seen a significant increase in profits so far. However, the negative amount of the EdTech business,
which | have repeatedly mentioned, was subtracted, and therefore, the ordinary income resulted in 286
million.

In total, ordinary income has increased significantly as a whole, so the continuous expansion of the existing
businesses is used as an indicator of increasing profits as a whole.
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The bottom line slightly fluctuated from negative 147 million to negative 180 million. Please understand that
this was almost completely affected by negative results of the EdTech business regardless of a profit increase.
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The balance sheet shows a comparison on a quarter basis, so for this first quarter, no significant fluctuations

have occurred compared with the end of the previous fiscal year.
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This section reports on the progress of each business segment. In the InfraTech business, segment profit/loss
decreased by 45.1% due to a slight increase in sales. TA continuous traffic increase related to the fixed-line
networks partly increases costs. Although costs are currently rising, we plan to change our contracts with
telecom carriers every certain period or to change our network structure. Therefore, we will not continue to
see a decline in segment profit/loss, and our business structure will be revised every certain period. For the
time being, sales will not increase significantly, but we would like you to understand that the profit structure
is expected to gradually improve in the future.
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In July, we entered into a business alliance with Alps Alpine regarding the InfraTech business. This is a mobility-
related service, and currently, it is a concept-based comprehensive alliance. Over time, however, we plan to
pursue technological and business development through an alliance with Alps Alpine to achieve large business

together.
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In the Real Estate Tech business, net sales increased 57.1% year-on-year, continuing to grow significantly, and
segment income also increased accordingly. Inthe previous years, a large number of orders were made during
the fourth quarter, and as a reaction, not much profit was generated during the first quarter. However, in the
current fiscal year, we have been able to properly record profits from the first quarter in accordance with the
expansion of the business scale.

In terms of the outlook for the future, profits will be accumulated in the second, third, and fourth quarters,
as in the previous year. The Real Estate Tech business is currently the main growth in a segment of our
consolidated group, and we believe it will continue to grow in the future.
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This Real Estate Tech business will expand as the number of units installed and the number of units supplied
to house builders increase. We expect the total number of units to exceed 590,000 in the current period. In
terms of internet services for apartments, including OEM, which is not our brand, we have reached almost
the second-ranked in the industry, and we assume that we have established a marketing foothold where we
aim to become the first-ranked company in the industry in the future.
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The AdTech business recorded an 8.3% year-on-year increase in sales. However, segment profit/loss

decreased by 27.9%.

The internet advertising market has continued to grow at a faster pace than the mass media market. On the
other hand, the competitive environment has become more intense than before due to the growth of the
market and the overall growth of the market. However, the dominance of large platforms, such as Google and
Facebook, is increasing. In order to grow and generate profits, it is necessary to devise and sell services with
high additional value. We will continue to develop these services and contribute to the profits of our
customers, thereby expanding our business. We believe that we are currently in a period in which expenses
for system enhancement, etc., are invested in order to achieve our goal. Therefore, we would like you to

understand that this profit margin will be improved in the medium term.
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In the course of progress of this business, there are many themes, and as for our group, not only the Japanese
market but also the businesses in ASEAN and Southeast Asia are becoming increasingly prominent. Therefore,
we would like to grow not only within Japan, but also in these markets.
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The following pages refer to our businesses across ASEAN. In addition to conventional performance-based
marketing services, we are aiming to promote inbound marketing, offshore development, or businesses
handled by healthcare-related groups.
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This is the HealthTech business. A subsidiary called FreeBit EPARK Health Care continues to grow and
contributed to a 14.9% year-on-year increase in sales. However, segment profit/loss declined by 24 million,
and the main reason for this decline is that the HealthTech business, which is conducted by FreeBit itself, is
currently in a period of strengthening the system rather than acquiring revenue. Its cost increase caused
negative results and a decline in profits on a year-on-year basis.

However, the HealthTech business operated by FreeBit itself actually provides the largest company in the
industry with services, so we will continue to expand this business. Assuming that, in addition to expanding
our offerings, we develop our businesses horizontally within the industry based on results of such business
expansion. This business area will achieve significant growth and so the business will be handled by FreeBit. |
would like to inform you that there may be a period in which profits continue to fluctuate somewhat in
accordance with the sales expansion, rather than move in tandem for the time being. However, we expect
that we will experience considerably large growth.
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For topics, the number of companies with which FreeBit EPARK Health Care, as our original business, has a
relationship and the number of alliances with pharmacies increased, and the number of reservations also

increased.
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The cumulative number of downloads of e-pharmacy handbooks has exceeded 750,000, and the field of
electronic pharmacy handbooks is well known. We hope to continue to expand this field.
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This is the EdTech business. This is currently centering on ALC Press, Inc., and businesses of ALC Press Inc.,
which we acquired. As | have explained several times, this business in in the red since profits were
concentrated in the fourth quarter, in short in March and April. However, the progress of the business is

proceeding very smoothly as planned, and this trend will continue toward the fourth quarter.

Also, for the fourth quarter of the previous fiscal year, operating income of 230 million was recorded in the
qguarter. While we kept the same level of profits for this year, we are currently preparing educational services
that leverage our technological strengths in the medium term since the business is now under our group. We

have various services in progress, so we would like you to expect good results for the future.

Up to this point, we have reviewed the individual conditions of each consolidated segment. From here, we

will explain the focus of the current fiscal year.
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In the InfraTech business, the major theme is to promote a proper collaboration with Alps Alpine.

The Real Estate Tech business has already expanded through an alliance with an extremely large company,
and the theme is to conduct proper operations so that we can further expand this business without any
troubles.

Regarding AdTech, as | mentioned earlier, it is necessary to provide services with high additional value, and
this is what we should do faithfully. We want to introduce services with high profit margins while recording
sales.

In the HealthTech business, the number of downloads of pharmacy handbooks and the number of affiliated
pharmacies or the number of reservations is still increasing, so we will keep this trend and extend our business
centering on expanding our share of the market for nursing care providers that are operated by FreeBit itself.

Since the EdTech business became part of our group from the third quarter of the previous year, we are still
at the preparation stage at this point with respect to adding technology services. However, we are preparing
technical resources and also planning to acquire an online English conversation app, which will be our starting
point for adding technology services. The time when we present our new businesses will come soon. Thus,
we are currently solidifying our initial foundation to grow them into our core businesses. This is the progress
of our key measures.
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Under these circumstances, according to the figures in the first quarter of the current fiscal year, the progress
rate is as shown in this table with sales of 23.5%, which is about 1/4, and profits are 8.3% and 7.5%, which are
extremely low when divided by four. Some shareholders may be worried, but as | explained in the first half of
this report, many of our businesses generate significant profits in the fourth quarter. At this point, the results
exceed our plans, so we hope you can be confident of this situation.

| would like to ask for your continued support as we work as a team to ensure that the second, third, and
fourth quarters will be in line with our plans.

This was the report on our financial results for the first quarter of the fiscal year ending April 2020. We
appreciate your continued support. Thank you.

[END]

Document Notes

1. Portions of the document where the audio is unclear are marked as follows: [Inaudible].

2. This document has been translated by SCRIPTS Asia.
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Disclaimer

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

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results
may differ materially from those stated in any forward-looking statement based on a number of important
factors and risks, which are more specifically identified in the applicable company’s most recent public
securities filings. Although the companies may indicate and believe that the assumptions underlying the
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized.

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

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

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

Copyright © 2018 SCRIPTS Asia Inc. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights
reserved.
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