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Steady Performance

1) Revenue . 2) Operating Profit . 3) Net Income
(Billions JPY) i (Net income attributable to
fiions owners of parent)

484.3 64.2 49.5
51.0 -
FY2018 FY2019 FY2020 ] FY2018 FY2019 FY2020 ; FY2018 FY2019 FY2020
1
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4) Recurring Profit . 5) In-House Product . 6) Number of In-House
' Acquisition Cost ] Products Acquired
é : (Thousand Units)
. FY2018  FY2019  FY2020 |
1,169 1,149
% A26.6 :
i A28.3 i
FY2018 FY2019 FY2020 I I FY2018 FY2019 FY2020
Profit increased due to an increase in recurring profit
which is a long-term, stable revenue.
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Business Areas

. . Conceptual Marketing
Segments Main Business i Target Method
Internet connection = -
line [ = B "® @
Door-to-
. t
Corporate Services Contents g smes | 9007 sales,
(In-house products for companies) Industry-specific [ T™MS,
IT Solutions EPARK etc.
Electricity =
Internet connection = DN-0-@
- - H I- st
Individual line L4 Website,
Customer Service Contents g =1 Individuals | TMS,
(In-house products for individuals) — etc.
Water delivery L‘ -
Internet connection =
line [ = | w-0-@
Commission-based Mobile phones 5;»» SMES Shop,
Sales OA equipment p— Individuals TTS'
(Third-party products) =/ = ete.
Sales of insurance by T =
agent £‘L <4
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Corporate Service

Main business: Internet communication line, content, electricity, industry-specific IT solutions, etc.

1) Revenue . 2) Recurring Profit . 3) Operating Profit
(Billions JPY) i i
187.0 23.0
38.9
301
FY2018 FY2019 FY2020 E FY2018 FY2019 FY2020 E FY2018 FY2019 FY2020

Recurring Profit increased significantly.
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Individual Customer Service

Main business: Internet communication line, content, water delivery, etc.

1) Revenue . 2) Recurring Profit . 3) Operating Profit
(Billions JPY)
95.1 ! E
88.1 i 26.0 |

20.8 15.3

FY2018 FY2019 FY2020 : FY2018 FY2019 FY2020 : FY2018 FY2019 FY2020

Revenue and profit increased mainly in the water delivery business.
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Main business: Commission-based sales for mobile phones, OA equipment, insurance, etc.
1) Revenue 2) Recurring Profit 3) Operating Profit
(Billions JPY) E E
212.8 30.2 30.3
204.5 27.0 27.9
FY2018 FY2019 FY2020 E FY2018 FY2019 FY2020 E FY2018 FY2019 FY2020
Revenue and profit tend to decrease due to change in external environment.
Profit increased, however, through efforts to improve productivity such as by
sales of business assets.
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Non-Operating Profit

(Billions JPY)
FY2018 FY2019 FY2020
Operating Profit 51.0 64.2 73.0
Financial revenue + Financial expenses A7.5 1.1 2.3
Share of loss (profit) of entities accounted
for using equity method 1.6 2.3 3.8
Other non-operating expenses (income) 8.6 3.8 0.8
Net income before income taxes 53.7 71.5 80.0
Corporate income tax expenses AS8.0 A18.6 A25.8
Non-controlling interests A2.7 A3.3 A25
Net income attributable to
owners of parent 42.9 49.5 51.6
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(Billions JPY)
FY2018 FY2019 FY2020
Cash Flow from
Operating Activities +27.8 +63.2 +87.0
Cash Flow from
Investing Activities (44'9) (89'0) (61 '9)
Free Cash Flow (17.1) (25.7) +25.1
Cash Flow from
Financial Activities +86.2 +21.2 +61.0
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Net Cash Assets

*Cash and deposits + listed investment securities
(not including listed subsidiaries) — interest-bearing liabilities

(Billions JPY)

263

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3

FY2018 FY2019 FY2020
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Q4

Forecast for FY2021
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Performance forecast

(Billions JPY)
FY2020 FY2021(E)
Actual Results Forecast Rate of Change
Revenue 524.5 525.0 100%
Operating Profit 73.0 75.0 102%
Net income
attributable to owners 51.6 53.0 102%
of parent
©2020 HIKARI TSUSHIN,INC. All Rights R d 1
FY2019 FY2020 FY2021(E)
Return on Equity 1 20.5% 19.0% 18.5%
Return on Assets x2 8.6% 8.2% 7.7%
Operating Profit Margin 13.3% 13.9% 14.3%
Earnings per Share (JPY) 1,075 1,126 1,155
%1 The capital and total assets of FY 2021 are not the average forecast for the period, but are actual results at the end of FY 2020.
%2 Operating Profit + Total Assets
12
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Dividends per share

(IPY)

- No dividend decrease for 18 consecutive
fiscal years since its resumption in FY2004

- Dividend increase for 10 consecutive fiscal
years since FY2012

Dividend forecast for
FY2020 Q4 Increase
by 3 yen from102 yen

(Annual dividend

increase : 3 yen) 420

402

94
60 60 60 60 ‘O
21
0 20
P & @ & & F D@D YIXY DY
Q Q Q Q Q Q Q Q Q Q Q Q Q Q Q Q Q \&
éq/ QO/ QOI Q(L éq/ éq/ QO/ QOI Q(L d’\/ é’l/ Q('lz QOI Q("/ é’\/ d’l/ Q('lz QOI Q\ '1,61’
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Trend of Shareholder Returns e
Treasury Stock
Repurchased
(Billions JPY) Dividend
- Payment
Amount
Total Return Ratio
(10-year cumulative basis)
(o)
47% 19
17

ARG
S

FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020 FY2021(E) Total
e amount 4 5 6 7 8 10 13 15 17 19| 108
Aggregate Amount
of Treasury Stock 5 7 22 1 3 4 3 6 (0] - 53
Repurchased
Total ReturnRatio | 132% [ 75% | 98% | 42%| 44%| 36%| 38%| 43%| 34%| 36%| 47%
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Basic Information
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Products handled Sales / Commission-based Sales End users
- In-house products
Company
—
= (mainly SMEs)
H Sales Network(FY2020)
Consolidated 150 individuals
subsidiaries companies
Equity method 129 Needs
affiliates companies
Business efficiency
Number of Approx.1,000 Selection of the best plan
agencies companies
Number of operating 30.000 Company,S Solution
= & staff (including agencies) Approx.5U,
i‘l 4] [ #] Provision of products
= Y -y and services

Lo ~, Number of corporate Approx.1,100,000

customers
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Representative Earnings Model

(conceptual image of earnings per deal)

1 month
later

2 months 3 months
later later

- Personnel costs

- Agency fee

- Store rents, etc.

Contract (Sales)

i3

4 months
later

Period of usage

5 months e o o

later

X (Time)

Cancellation
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Explanation of Recurring Profit and Acquisition Cost

(Billions JPY)
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FY2020
Total Recurring Lump-sum
Communication usage
fees from Company’s
customers, Initial commission
commission income income, hardware
Revenue 524.5 | ¢om 340.2 | jjes proceeds of 184.3
telecommunication hardware, etc.
carriers and insurance
companies
. Hardware purchasing
Cost of Cost.of service cost, personnel
goods sold 451.5 Erzr'ifg’ Ceotst;cni'f n 226.7 expenses for 224.8
+ SGA ( =) usromer r€ 0 ( 7) marketing, sales ( -8)
such as billing costs, commission to
expenses ete. secondary agents, etc.
Operatin : : N
Pr%fit 9 73.0 | Recurring Profit Acquisition Cost




Our Sustainability

Deliver abundance to stakeholders by providing
products and services that meet the needs of
the times

Sustainable improvement of corporate value

(1) Adapt to (2) Accurately (3) Build up (4) Pursue high (5) Create an
changes in the grasp the needs long-term, stable capital efficiency environment that

business earnings allows diverse
environment human resources

Revenue structure and Customer base and to thrive
risk diversification sales networks Recurring profit Streamlining Meritocracy

Governance
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(1) Preparedness to adapt to changes
in business environment

- Business model centered on recurring profit, which is long-term, stable earnings

- Swift decision-making enabled by a flatter organizational hierarchy and delegation to departments
- Risk-diversified business portfolio

- Improving capital efficiency by continual cost reduction and cash flow improvement regardless of

business performance

[Reference] Revenue structure [Reference] Business portfolio
Operating income = Recurring profit + Acquisition cost o
autom
Il Il ation Mobile Insura Land Syste - E‘eccm
Long-term, stable Mainly variable costs éi.’:?; A e fmes e L
earnings ment
1988-2000 o) o) - - - - -
Recurring profit is long-term, stable earnings, and unlikely to see a 2001~2010 O O O O - - -
large deterioration in the short run. Acquisition costs are variable
2011~2020 o) o) o) o) e) o) o)
costs, over which the company has control on its own. Accordingly,
the revenue structure is adaptable to changes in the business Since the business launch in 1988, the number of businesses

environment. has been increasing; thus, risks are diversified.

20
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(2) System to accurately grasp needs

Built a system to accurately understand customer needs through
expansion and improvement of customer base and sales networks

Sales and services

—

Hikari Tsushin Customers
Group (Corporate and retail)
Agents Sales
About 20,000 Number of
About 8,000 employees Millions of
employees About 1,000 companies and
agency stores individuals
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(3) Build up long-term, stable earnings

Focus on accumulating recurring profit, which is long-term, stable earnings

FY2010 FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 FY2017 FY2018 FY2019 FY2020
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(4) Pursue high capital efficiency

Pursue high capital efficiency by avoiding focusing management
resources on businesses with poor capital efficiency

Business

lasli:rih |:> Check capital efficiency (monthly)
Q ﬁ Review ﬁ @ Poo_r c_:apital
efficiency

Curb or end allocation of
resources to acquisition

Try many
businesses,
keeping losses
from failures small.

-

Actively allocate resources

(" Acquisition costs ..
d to acquisition costs

can be adjustable costs
monthly in a [Scale expansion] )
L flexible manner. [Scale down/Exit/Sell]

23
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(5) Environment that allows diverse

human resources to thrive

Employees—
( Give everyone
experience (authority) x x x
regardless of age, Diverse human resources a(ﬁtelﬂ)iﬂig
gender, nationality or
keducational background. After training G

Employees
can try as

many times @

as they want. Experience
CREELD ) Employees who are
Recognize

employees who capable of delivering

results have greater
have delivered . g .
authority. To senior

results. Meritocracy management

[ Foundation: Work environment that allows employees to focus on their work ]
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Notes in regard to this material

Disclaimer

Information mentioned in this material, other than that related to historical and current facts, is
determined based on information currently available to HIKARI TSUSHIN and hypotheses built.
Since information may be affected by uncertainties included in such hypothesis and judgement, and
by changes in future economic environment, etc., it may differ from future performance of the
Company and the HIKARI TSUSHIN Group.

The forward-looking statements contained in this material are prepared as of the date of this
material (or the date otherwise specified) as mentioned above. The Company neither has an
obligation nor policy to update such forward-looking statements with the latest information
whenever necessary.

Furthermore, information in regard to matters other than the Company or Group companies stated
in this material are cited from sources such as public information. The accuracy and adequacy of
such information are not verified by the Company, and therefore are not guaranteed. The Company
will not be held responsible for any damage that may occur as a result of the use of this material.

Notes in Regard to Insider Trading

An investor (primary information receiver) who has received non-public material facts directly from
a company shall not make sales or purchases of stocks, etc. before such information is “publicized”
(Article 166 of Financial Instruments and Exchange Act). In accordance with the provisions of
Article 30 of the Order for Enforcement of the Financial Instruments and Exchange Act, information
is deemed to have been made “public” 12 hours after such information has been publicized in two
or more journalistic organizations, or when notification to the security exchange is made by the
company and further listed via electronic means (TDnet's Timely Disclosure Information Viewing
Service and EDINET public website) as provided by the Cabinet Office Ordinance.
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