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Summary of Business Results,
January — December, 2018

(Millions of yen)

Consolidated Non-Consolidated
Ratio to | Change to Ratio to | Change to
Amount Plan Last Year Amount Plan Last Year

Net sales 759,871 | 105.5% +9.9% | 684,912 | 105.0% +9.6%

Operating | g 058 | 101.6%| +8.3%| 42,535| 100.3%| +6.9%
iIncome
Ordinary 49,285| 102.7% | +8.4%| 44,254| 100.8% | +7.5%
iIncome
Net 33,601| 105.4% | +6.5%| 30,686 103.0%| +6.2%
iIncome

*Profit attributable to owners of parent
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Consolidated

Performance Results

(Millions of yen)

800,000 60,000
T Net sales Operating income 759;8141
=& Ordinary income Net income*
*Profit attributable to owners of parent 643 23; : 64 D 285
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Dividends since Public Listing

(Yen) (%)
200 60
Earnings per Share (Yen: left)
—+— Dividend per Share (Yen: left) 177.23
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Consolidated subsidiaries

Seg : . Number of | FY 2018 Net sales
ment Company name Business domain employees |  (Millions of yen)
Development and sale of packaged software, IT
OSK Co,, LTD. consulting, and Consigned software development 430 9’444
()
Net World Corporation Salgs and technology support for network-related 41 O 1 04 577
equipment ’
Emergency repair of PC and peripheral equipment
Alpha Techno Co., Ltd and data recovery service 323 4,759
(7))
Qo
()
Comprehensive service and support for network
Alpha Net Co., Ltd 424 8.489
systems ’
4
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Consolidated

800,000

Net sales and Profits

1 Net sales
== Ordinary income

Operating income
Net income* (Millions of yen)

*Profit attributable to owners of parent

600,000

400,000

200,000

Net sales

0

............................. éé'i"iéé""""”"'7'5'9’8'7"1""" 60,000
643,417 ! 4‘9,Azss
----- 40,780 ‘ —— 48.058 | 45,000
' 44,386
39,684
............................... 30,000
S 33,601
26,675
.................................. 15,000
' ' O et iIncome
FY 2016 FY 2017 FY 2018
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Consolidated

800,000
600,000
400,000
200,000

0

Net sales by segments

BSI business [ ]1S&S business [[Other business

(Millions of yen)

_______________________________________________________________ 799,871 .

643,417

376,391

691,166

463,293
408,718

266,625 282,064 296,577
400 383
FY 2016 FY 2017 FY 2018
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Net sales by 4 segments

B Sl related products [] Supplies
[ ] Custom-made software, etc. [ Maintenance, etc. (Millions of yen)

800,000 [++eeeeeeeeeeememmmmemsieeeeeeeeeee e
684,912
624,694
584,138
600,000 | —— g
346,267
282,400 304,890
400,000 |- [dbed . NN SN

200,000 || 435844 | | 143,593 |- 150,438

0

FY 2016 FY 2017 FY 2018
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Quarterly change of Net sales

OFY 2016 OFY 2017 OFY 2018

(Billions of yen)

200 |-
. 193.7

150 |- 191.2| ... | | |- ez o1

180.2 177.3 158.9

171.1 160.6
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Quarterly change of
Consolidated

Ordinary income

OFY 2016 OFY 2017 OFY 2018 (Millions of yen)
16,000
15,645
12,000 |71 15285 | .
12,22 14,207 14,250
12,13
8,000 [qo38q | | | | | 1,404
10,535
7,167
6,667
4!000 B I I ) I (N I S I 5677 | [
0
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Summary of Business Results,
October — December, 2018

(Millions of yen)

Consolidated Non-Consolidated
Change to Change to

A Last year AL Last year
Net sales 193,745 +10.9% 174,324 +11.2%
Operating
i come 13,966 +24.9% 12,550 +27.7%
Ordinary
b 14,250 +24.9% 12,758| +27.8%
Net income* 9,766 +19.8% 8,781 +22.5%

*Profit attributable to owners of parent
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Net sales and Profits,
October — December

Consolidated

I Net sales
== Ordinary income

Operating income
Net income*
*Profit attributable to owners of parent

(Millions of yen)

200,000 |- oo 193,745 1 20,000
174,637
160,673
14,250
150,000 |--[ [l L | 15,000
11,404
10,535 ‘A//‘r:a,ges
100,000 |- Ak— 11186 | 10,000
10,285 Jerm
8,149
50,000 |- 6,962 |l L | 5,000
0 - - 0
2016 4Q 2017 4Q 2018 4Q
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Quarterly Net Sales by 4 segments

( % change year-on-year )

(%)
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Net sales structure on
onsolidated
C

ustomers’ total annual business scale

FY 2018 ( 21.54% ( . 29.74% (  48.72% .

EY 2017 ( 22.72% 30.56% é . 46.72% ‘
Y 2016 ( 123.80% ( 30.32% (  45.88%
| | | | |

0% 20% 40% 60% 80% 100%

O Less than 1 billion of yen O 1 to less than 10 billions of yen O 10 billions of yen and above

* “Less than 1 billion yen” includes public offices.
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Sales breakdown
by customers’ type of industry

Lease, Credit FY 201 8

Education, firms, etc.
8.59%

Service
industries
30.10%

Retailing
industries

3.74%
Building
industries

8.92%
Wholesale .
. . Manufacturing
industries industries

18.28%
0 24.91%

14
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Cash flows

O C/F from operating O C/F from investing B C/F from financing

' B36.1

FY 2016 FY 2017
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Equity and Interest-bearing debt

I Equity [ Interest-bearing debt

(Millions of yen) | —®=Equity ratio

== Interest-bearing debt ratio

250,000

212,897

200,000 |-189,851 .. ...

150,000

229,726

100,000

50,000

0 = -
As of Dec. 31,2016  As of Dec. 31, 2017
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Consolidated RO E

(%) 1 Net income* I Equity —&— ROE (Millions of yen)
*Profit attributable to owners of parent
- 57 152 250,000
16 """"""""""""""""" 14.9......".. 141147 """"""
13.3 ' 200,000
12 11.3
A< [ N
8.8 150,000
8 _________________________________________________
100,000
NN BN BN BN N I B | 50,000

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
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o Personnel organization
(regular employees)

Others 179 (2.0%)

As of Dec. 31, 2018

Corporate

staff

2.147
(24.6%)

Technical
personhel

3,945
(40.6%)

Sales
personnel
2,861

(32.8%)
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Non-
onsolidated

<Amount of Sales>

Key strategic business

(Millions of yen)

2919 12017 Jan. - Dec.| 2018 Jan. - Dec. 2018 Oct. - Dec.
Amount | Amount ?_22?3:? Amount D'[f::;::o Cl_r::'gee:: Amount D'E::;Z::o (I:_:as:g:ro
“tanomail” |146,046| 153,500 +5.1%| 159,932 +6,431| +4.2%| 41,981| +1,979| +4.9%
SMILE 9,774 10,817| +10.7%| 11,715 +897| +8.3%| 3,013 61| -2.0%
oDS 51,746 55,997 +8.2%| 55,715 -281| -0.5%| 13,775 -284| -2.0%
OSM 67,937| 67,514| -0.6%| 71,662 +4,148 +6.1%| 18,150 +866| +5.0%
<As reference: Number of Sales> (Units)
Copier 44,583| 43,807| -1.7%| 41,046 -2,761| -6.3%| 10,320/ -925| -8.2%
Qe opier) | 42,060| 41,942| -0.3%| 39,825 -2,117| -5.0%| 10,043| -790| -7.3%
Server 32,917| 31,232 -5.1%| 32,000 +768| +2.5%| 8,001| +1,102| +16.0%
PC 854,876| 887,640 +3.8%[1,178,899| +291,259| +32.8%|341,853|+103,269| +43.3%
Client Total | 904,393 927,835| +2.6%|1,222,643| +294,808| +31.8%)| 347,646|+97,166| +38.8%
19
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Quarterly Number of PCs Sold

(Units)

°00,000 P,00mi—1—1——-—-+-—+——
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Quarterly Number of Copiers Sold

(Units)

15,000
02014 @2015 ©2016 m2017 [@2018

10,000

5,000

1Q
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Annual sales transition of “tanomail”

160,000

140,000

120,000

100,000

80,000

60,000

40,000

20,000

(Millions of yen)

[ 1“tanomail” [ Other “tanomail” business

“tanomail”

4 Started Y

or large compan
“MA tanomail”

Mail-order Service
for individual

6,369

9,062

7,088

.82,493

“tanomail” achieved |- - - --  [53,50Q- -

sales of over
100 billion yen

146,046
139,106

§9,192

| -L L- -L - 1
107,934
190,980

42,990

122,367 1212
7,3[1 F<Pe -

159,932

Number of “tanomail”
registered accounts

2018 1,538,215 accounts
2017 1,425,046 accounts

2016 1,320,559 accounts

N N ) N

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018
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B 20th Anniversary Big Appreciation Fair
» Featured more than 1,000 products that
included “Increased volume pack at regular
prices,” “Commemorative products” and
“Current issue limited time only special prices”

l a Eco Paper “TANO-kun Forest”

 Sales in a limited quantity from October 2018
» Donated ¥10 per box to
Japanese Red Cross Society,
Japan Committee for UNICEF

& Hearing Dog Association of
Japan

B “Thank You Campaign”

Implemented “The First Time Campaign”
23



Number of Users of Main Web Services (ASP)

(Thousand people)

2,400

2,200 |

2,000 | 2.37 million people
1,800 | used services in 2018

1,600 |

1,400 |

1,200 |

1,000 } 1,931

800 | 1,645

600 | 1,162

400 } | 822 903

200 | 384 |
. 208 04
0 81

1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 201824
Copyright©2019 OTSUKA CORPORATION All Rights Reserved.




Growth of accumulated business

Net sales of Supplies and Maintenance agreement
Net sales of Supplies and Maintenance agreement Accumulated business sales share

(Billions of yen) Accumulated business sales share (%)
300 a 50
46.8 452455 449 C280.00
As reference (1999) . 42.9 42.9 42 6
: =] 40.9
250 f----- i N g I R = P g --'D‘\.D 1 40
66/0 | ||
200 .- ... ... ! R P} -~ -9
28.9 ) i 30
150 f----oo 134.0 {71
116.6 [ ] 20
102.0 [ |
100 I88.8-83-689.-7---—--- T R R D I R I I R I R IR B B
4 10
50 T Net sales of Supplies and Maintenance agreement
=== Accumulated business sales share
0 N [ [ N [ N v 0

1999 2000) 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
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Future Plans
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The Basic Principle and Mid-Term Plans

< Basic principle >
 Grow with customers by realizing the Mission Statement
< Mid-term plans >
 Workforce basically remains flat or will increase slightly

e Strive to expand business by increasing revenues and
profits

Aim to achieve 7% in operating income to net sales ratio
and ordinary income to net sales ratio

 Cultivate new demand by utilizing customer information

» Effective use of people/materials/money to improve per
head productivity

27

Copyright©2019 OTSUKA CORPORATION All Rights Reserved.



Market Forecast in 2019

e Continued moderate growth of the Japanese economy

 Demand for aggressive IT investment, raising
productivity and cost reductions

 Demand for responding to labor shortages and for
labor-savings

 Market expansion in new domains such as Al and loT

e Office “2020 Problem”

e Strong demand by companies for IT utilization and
energy-saving

Copyright©2019 OTSUKA CORPORATION All Rights Reserved.
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Policies and Measures in 2019

“Leverage solutions from the perspective of
customers and live up to customer trust.”

* Further deepen business management led by local area
sales groups

 “OTSUKA CORPORATION for the entire office”
 Utilize Al internally and provide to customers

» Strengthen solution proposals for the office
“2020 Problem”

Copyright©2019 OTSUKA CORPORATION All Rights Reserved.
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OTSUKA CORPORATION for the Entire Office
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Chatbot

Provide Numerous Companies with
the Value of Al Obtained through Practical Use

[ Use internally ]

[ Provide to numerous customers ]

-

Al telephone operator
support function

~

Inquiry answer support

\_ Voice to automated text

[Results)

“Al inquiry support solutions”
“Al voice analysis solutions”

“Management support Al service”

.\ For customers/For internal use
40 types of operations

Copyright©2019 OTSUKA CORPORATION All Rights Reserved.

(Image recognition, Al effectiveness
\ verification service, etc.) )

“Handle various types of RPA tools”
“RPA introduction support service

“SMILE V RPA installation”

-

-

SMILEQY

“tayoreru Al chatbot service”

\
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Office 2020 Problem

“Many troubles” happen to customers

Work style reform

End of support for 2020 Tokyo Olympics

Windows

Large companies: Place an upper limit
on overtime hours

Cyberattack threats

Windows7, Windows Server2008

End of production
fluorescent lamps

\January December
End of production by large lighting
manufacturers

July

\ April
March P \

Promote government policy
ormulation

Small and medium-sized

enierprises
Change in the
consumption tax rate

Respond with a reduced tax rate

hange in Japan’s
era name

production of
mercury lamp

Respond with various types of

business forms
Copyright©2019 OTSUKA CORPORATION All Rights Reserved.
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_ Change of Net sales per employee
and Operating income per employee

Net sales per employee Operating income per employee
(Thousands of yen) (Thousands of yen)
100,000 6,500

—¢—Net sales per employee |
95,000 —&-—Operating income per employee

6,000

Relative to 1998 4 5,500
90,000
Net sales per employee )_// 1 5000
85.000 |l 9rew 2.0 times ’
’ Operating income per employee W 1 4,500
80,000 grew 18.6 times

/ / /\ 1 4,000
75,000 Full-fled 3,500
operation of ,
“SPR”
70,000 . 4 Special demand for 3,000
Operation .
Windows XP
. 2,500
65,000 Fp!l operatio
‘PAISENRY, ”? V
1 2,000
60,000
1 1,500
55,000
4 1,000
50,000 1 500
(65 person increase from the end of the previous December)
45,000 0
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 __2048
Number of employees 6,621 6,316 6,272 6,251 6,236 6,222 6,294 6,297 6,379 6,585 6,736 6,778 6,760 6,684 6,638 6,634 6,758 6,837 6,985 7,086
Numberofdays of 118 118 118 120 122 123 125 126 126 126 127 127 124 128 128 127 128 127(131) 33
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Results from the Introduction of IT

ltem | Unit | FY 1998 Percent
change
Days off | Days 118 11.0% A:}gre
Net sales | Sons 311.7 119.7%
of yen ncrease
Number of [, 6,621 2.9% _ Slight
employees ncrease€
Planned 136 work days off S
n u n ’L.z; o‘.: X
(increase of five days) in 2019 R
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Consolidated

Plans of Net sales and profit

1 Net sales
=#— Ordinary income

Operating income
Net income*
*Profit attributable to owners of parent

(Millions of yen)

803,000
800,000 | 739,871 . . — — 60,000
691,166 49285 51,20
45,460 A —A
600,000 |- &~ 7 R 50,400 - 45,000
44,386 ’
400,000 |- " - ima paallag 92400 30,000
31,560 33,601 34,210
200,000 - 0 et el b 15,000
0 0
FY 2017 FY 2018 FY 2019
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Plans of Net sales by segments

MS| Business []S&S Business [Other Business| ijjions of yen)

803,000
................................... 759,871 S5m0
800,000 601.166
600!000 """ 463,293 491 ,150 """
408,718
400,000 |- [N . NN . SN
200,000 ||  feeef b b
282,064 296,577 311,850
0 383
FY 2017 FY 2018 FY 2019

(Plan)
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Jissen (Practical) Solution Fair 2019

Open with IT, work style reforms

Dates : February 6 (Wed) — February 8 (Fri)
Venue: The Prince Park Tower Tokyo



We live up to our
Stakeholders’ confidence

Shareholders
_ Employees
Business Partners
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Cautionary statement

. This material is intended to provide information about the business performance of fiscal year
2018 and strategy of the OTSUKA CORPORATION and Group companies.

It is not intended and should not be construed as an inducement to purchase or sell stocks of
OTSUKA CORPORATION.

. Forward-looking statements in this material with respect to OTSUKA CORPORATION's strategies,
plans, beliefs, and other statements related to future trends and performance are not historical
facts, and as such involve risks and uncertainties. Such statements are not guarantees of future
performance. Actual results may differ considerably from projections due to unpredictable changes
to the economic situation, and a number of factors. Key factors that could affect actual results are
general economic conditions, social trends, change of relative competitiveness in demand action
for products and services provided by OTSUKA CORPORATION. Key factors that may affect
business performance are not limited to these items described here.

. Statements in this document are based on the current beliefs, estimates and expectations of
management. OTSUKA CORPORATION undertakes no obligation to update any forward-looking
statements.

. OTSUKA CORPORATION shall in no event be liable for any damages arising out of the use or
interpretation of this material.
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