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Matters Concerning Share Acquisition Rights, etc. of the Company

(1) Outline of the details of share acquisition rights, etc. granted as compensation for execution of
duties that are held by the Company’s Directors and Auditors at the end of the fiscal year under

review

Name

1st series of share
acquisition rights

2nd series of share
acquisition rights

4th series of share
acquisition rights

5th series of share
acquisition rights

6th series of share
acquisition rights

Date of resolution
for issue

October 30, 2014

September 30, 2015

December 14, 2017

March 30, 2018

February 27, 2019

Number of share

S 133 159 1,557 240 107
acquisition rights
Category Directors Directors Directors Directors Directors
Number of holders 1 3 4 1 1
Type and number of | 53,200 common 63,600 common 622,800 common 96,000 common 42,800 common
shares issuable upon shares of the shares of the shares of the shares of the shares of the
exercise of share Company Company Company Company Company
acquisition rights (Note 1) (Note 1) (Note 1) (Note 1) (Note 1)

Consideration for
issue of share
acquisition rights

No consideration

No consideration

No consideration

No consideration

No consideration

Price payable for
capitalization upon
exercise of each

70 yen per share

70 yen per share

70 yen per share

70 yen per share

70 yen per share

share acquisition (Note 1) (Note 1) (Note 1) (Note 1) (Note 1)
right
Period for exercising From From From From From

share acquisition
rights

October 31, 2016 to
October 30, 2024

October 1, 2017 to
September 30, 2025

December 15, 2019
to December 14, 2027

March 31, 2020 to
March 30, 2028

February 28, 2021 to
February 27, 2029

Key conditions for
exercise of share
acquisition rights

(Note 2)

(Note 2)

(Note 2)

(Note 2)

(Note 2)

(Notes) 1.

Based on the meeting of the Board of Directors held on August 15, 2019, the Company conducted a stock split at a

ratio of 400 shares per one common share on August 31, 2019. Accordingly, the “type and number of underlying
shares” and “price payable for capitalization upon exercise of each share acquisition right” have been adjusted.

Share acquisition rights may be exercised during the following periods after October 25, 2019 (hereinafter, the

“Date of Listing”), which is the date on which the Company’s common shares were listed, up to the portion
stated in each of the following items. The portion includes the share acquisition rights that have already been
exercised.
If the Date of Listing is prior to the date on which two years have passed after the date of resolution for issue
of the share acquisition rights, the Date of Listing in item 1 below shall be read as “the date on which two
years have passed after the date of resolution for issue” instead.
From the day after the Date of Listing to the date which is one year after the Date of Listing: 25%

From the date on which one year has passed after the Date of Listing to the date which is two years after
the Date of Listing: 50%
From the date on which two years have passed after the Date of Listing to the date which is three years
after the Date of Listing: 75%
From the date on which three years have passed after the Date of Listing onward: 100%

2. (i)
1.
2.
3.
4.
(i)

A holder of the share acquisition rights must be a Director, Auditor, or employee of the Company or its

subsidiary at the time of exercising the share acquisition rights; provided, however, that this requirement shall

not apply if the Company has specifically approved the exercise.
(iii)  The share acquisition rights may not be exercised by successors to the holders of the share acquisition rights.
(iv) The share acquisition rights may not be exercised in part less than one share acquisition right.




(2) Outline of the details of share acquisition rights granted as compensation for execution of duties to
the Company’s employees, etc., during the fiscal year under review
Not applicable.

(3) Other significant matters concerning share acquisition rights, etc.
Not applicable.



System to Ensure the Adequacy of Businesses and the Operation Status of
Such System

(1) System to ensure the adequacy of businesses
The following is the outline of the details of decisions on the systems to ensure that the execution
of the duties of Directors complies with laws and regulations and the Articles of Incorporation, as well
as other systems to ensure the adequacy of businesses of the Company.
(i) Systems to ensure that the execution of the duties of Directors and employees complies with laws
and regulations and the Articles of Incorporation

a. To raise awareness of Directors and employees on compliance with laws and regulations, the
Company’s Articles of Incorporation, and social norms, the Company shall establish the Code
of Ethics and the Risk Management and Compliance Rules, and strive to foster high ethical
standards by conducting education and other training, etc. according to their duties as
appropriate.

b.Directors and employees shall be fully aware of corporate social responsibilities and strive to
comply with related laws and regulations and practice actions that conform to social ethics in
their everyday duties.

c. Auditors shall audit the adequacy of the execution of the duties of Directors in accordance with
the Board of Auditors Rules and the Rules for Audits by Auditors.

d.Representative Director shall appoint an internal audit manager. The internal audit manager
shall, based on the Internal Audit Rules, conduct regular internal audits on matters including
the status of compliance with laws and regulations, the Company’s Articles of Incorporation,
and internal rules, as well as the appropriateness of procedures for and details of the execution
of duties, concerning overall businesses.

e. For the purpose of quickly identifying and rectifying acts in violation of laws and regulations
as well as other issues related to compliance, the Company shall establish a whistleblowing
system whose recipients of the information are the whistleblowing hotline, Auditors, and
external attorneys, and aim to quickly identify and prevent issues.

f. The Company shall establish the Rules on Measures against Anti-social Forces, under which
any relationships with anti-social forces and organizations that pose a threat to public order and
sound corporate activities will be eliminated, and respond to undue requests, etc. with a tough
stance while coordinating with external expert organizations such as the police and legal
counsels.

(if) Systems regarding retention and management of information in relation to the execution of the
duties of Directors

Based on laws and regulations as well as the Document Management Rules, Directors shall

appropriately retain and manage documents on important decision-making and reports in writing or
as electromagnetic records. The Company shall maintain those documents so that they can be
reviewed promptly if an Auditor makes a request.
(iii) Rules and other systems related to management of the risk of loss
Based on the Risk Management and Compliance Rules, the Company shall establish a Risk
Management and Compliance Committee with the aim of preventing risks at each department and
minimizing losses of the Company. In addition, the Company shall periodically hold meetings of
the Committee and report the results thereof to the Board of Directors and the Board of Auditors as
needed.
(iv) Systems to ensure that the execution of the duties of Directors is performed efficiently
To streamline the execution of the duties based on decisions by the Board of Directors, the
Company shall strive to clarify the duties and responsibilities of Directors and each department
based on the Board of Directors Rules, Organization Rules, Rules on Division of Duties, and
Administrative Authority Rules. In addition, based on the Board of Directors Rules, the Company
shall hold ordinary meetings of the Board of Directors once every month, and hold extraordinary
meetings of the Board of Directors as needed, to make important business decisions and supervise
and confirm the execution of the businesses.
(v) Systems to ensure the adequacy of businesses in the corporate group comprised of the Company and
its subsidiaries
Based on the Rules on Management of Subsidiaries and Associates, the Corporate Division shall
be responsible for the management of subsidiaries, and appropriate approvals shall be obtained on
regular reports to the Company concerning the state of business and significant matters. An internal
audit manager at the Company shall conduct internal audits of the Group and shall strive to ensure



the efficacy of internal control throughout the Group’s businesses.

(vi) If Auditors have requested that employees be appointed to assist with the duties of the Auditors,
particulars related to the employees

If Auditors have requested that employees be appointed to assist with the duties of the Auditors,

the Board of Directors shall appoint employees to assist the Auditors upon discussion with the
Auditors.

(vii) Particulars regarding independence of the employees of the preceding item from Directors and
particulars related to ensuring the effectiveness of instructions given by Auditors to the said
employees

If employees are to be appointed to assist with the duties of the Auditors, the Auditors shall be

consulted when determining and changing the employees. In addition, employees who assist with
the duties of the Auditors shall follow instructions given by Auditors concerning the said work.

(viii) Systems related to reporting to the Auditors

a. Auditors may attend meetings of the Board of Directors and other meetings that are deemed
important, ask Directors, etc. on the status of the execution of their duties, and review related
documents.

b. Directors and employees shall promptly report to the Auditors if they become aware of matters
that could incur significant damage to the Company, wrongdoings, or significant acts in
violation of laws and regulations or the Company’s Articles of Incorporation. In addition,
important decision-making, significant accounting policies, accounting standards, the status of
conducting internal audits, important monthly reports, and other necessary important matters
shall be reported to the Auditors based on the laws and regulations as well as internal rules.

(ix) Systems for ensuring that persons who make a report under the preceding item are not treated
disadvantageously due to making the report

Applying the Whistleblowing Rules mutatis mutandis, dismissal and any other disadvantageous

treatment of the persons making a report shall be prohibited.

(x) Particulars related to policies concerning the processing of expenses or obligations that arise with
regard to the execution of the duties of Auditors

When an Auditor has made a claim for expenses with regard to the execution of their duties, the

Company shall accept the claim unless it can be proven that such expenses, etc. are unnecessary for
the execution of the duties of the said Auditor.

(xi) Other systems to ensure that audits by Auditors are performed effectively

Auditors shall be able to request a report from Directors on matters necessary for audits and to

demand Directors to make corrections as needed. In addition, the Auditors shall collect necessary
information through hearing sessions with those responsible for each department and periodically
conduct exchanges of information and opinions with the Representative Director and the
Accounting Auditor.

(2) Operation status of the system to ensure the adequacy of businesses
The outline of the operation status of the system to ensure the adequacy of businesses of the
Company for the fiscal year under review is as follows.
(i) Status of the measures regarding risk management and compliance
The Risk Management and Compliance Committee ascertained and identified the status of
compliance with laws and regulations and various risks within the Group, and considered response
measures. In addition, compliance training was conducted throughout the Group to raise awareness
of compliance among all officers and employees.
(ii) Status of the measures with which the execution of the duties of Directors was performed efficiently
The Board of Directors met 20 times during the fiscal year under review. With Directors and
Auditors in attendance, important business strategies and management policies were discussed, in
addition to resolving and reporting on individual agenda items.
(iii) Status of the measures to ensure the adequacy of businesses at the Company and its subsidiaries
The Company’s internal audit manager conducted internal audits of the Group, and the efficacy
of internal control throughout the Group’s businesses was ensured.
(iv) Status of measures regarding the effective performance of audits by Auditors
The Board of Auditors, comprised of three Outside Auditors including one Full-time Auditor, met
21 times during the fiscal year under review. Auditors collected necessary information through
hearing sessions with those responsible for each department and periodically conducted exchanges
of information and opinions with the Representative Director and the Accounting Auditor.



Consolidated Statement of Changes in Equity

(January 1, 2020 - December 31, 2020)

(Thousand yen)

Shareholders’ equity

Capital stock Capital surplus Retained earnings Total Shar.eh()lders’
equity
Balance at beginning of current period 2,275,957 2,216,838 (1,334,482) 3,158,313
Changes in items during period
Issuance of new shares 6,237,956 6,237,956 12,475,912
Deficit disposition (1,130,856) 1,130,856 -
Net profit attributable to owners of
parent 584,501 584,501
Net changes in items other than .
shareholders’ equity
Total changes in items during period 6,237,956 5,107,099 1,715,357 13,060,413
Balance at end of current period 8,513,913 7,323,938 380,874 16,218,726

Accumulated other comprehensive income

Valuation difference on
available-for-sale securities

Total accumulated other
comprehensive income

Total net assets

Balance at beginning of current period — — 3,158,313
Changes in items during period
Issuance of new shares 12,475,912
Deficit disposition -
Net profit attributable to owners of
parent 584,501
Net changes in items other than
shareholders’ equity (729) (729) (729)
Total changes in items during period (729) (729) 13,059,683
Balance at end of current period (729) (729) 16,217,996




Notes to the Consolidated Financial Statements

1. Notes on Significant Accounting Policies for Preparation of Consolidated Financial Statements
(1) Disclosure of scope of consolidation
(i) Number of consolidated subsidiaries 2
Names of consolidated subsidiaries
PAY, Inc.
BASE BANK, Inc.

(if) Names, etc. of non-consolidated subsidiaries
Not applicable.

(2) Disclosure about application of equity method
(i) Number of entities accounted for using equity method
Not applicable.

(if) Names, etc. of non-consolidated subsidiaries not accounted for using equity method
Not applicable.

(3) Disclosure about fiscal years, etc. of consolidated subsidiaries
Account closing dates of consolidated subsidiaries are the same as the consolidated account closing
date.

(4) Disclosure of accounting policies
(i) Accounting policy for measuring significant assets
Accounting policy for measuring securities
Available-for-sale securities
Securities without market quotations
Stated at cost using the moving-average method

(ii) Accounting policy for depreciation of significant assets
a. Property, plant and equipment
The declining-balance method is applied.
However, the straight-line method is applied for buildings and facilities attached to buildings.
Main useful lives are as follows:
Buildings 4-6 years
Others 4-20 years

b. Intangible assets
The straight-line method is applied. Main useful lives are as follows:

Patent right 8 years
Trademark right 10 years
Software (for internal use) 5 years (estimated internal useful life)

(iii) Accounting policy for significant provisions
a. Allowance for doubtful accounts
To prepare for losses on uncollectible receivables, estimated uncollectible amounts are recorded
based on the historical percentage of uncollectibles concerning general receivables, and by
individually considering the probability of collection of respective receivables concerning
doubtful receivables.

b. Provision for charge back
In case of a credit card company making a claim for refund of payments or denying payments to
the Company in the future due to reasons including fraudulent usage of a credit card by a third
party, expected amount of losses where such payments cannot be collected from shops due to
reasons such as a fraudulent claim of sales or bankruptcy of the shops is recorded as provision
for charge back.



(iv) Other significant information for preparation of consolidated financial statements
a. Accounting policy for deferred assets
Share issuance costs
Share issuance costs are accounted for as expenses in full at the time of expenditure.

b. Accounting policy for significant foreign currency translation
Securities denominated in foreign currencies (available-for-sale securities) are translated into
Japanese yen using the spot exchange rate at the consolidated account closing date, and
translation differences are included in valuation difference on available-for-sale securities under
net assets.

c¢. Accounting policy for consumption taxes
Consumption taxes and local consumption taxes are accounted for by the tax exclusion method.

2. Changes in accounting estimates
(Provision for charge back)

In case of a credit card company making a claim for refund of payments or denying payments to the
Company in the future due to reasons including fraudulent usage of a credit card by a third party,
expected amount of losses where such payments cannot be collected from shops due to reasons such as
a fraudulent claim of sales or bankruptcy of the shops is recorded as provision for charge back, as it
became possible to reasonably estimate such amount based on historical results.

As a result, operating profit, ordinary profit, and profit before income taxes for the fiscal year under
review have decreased by 10,338 thousand yen each.

3. Additional Information
(Accounting estimates due to the impact of COVID-19)

Concerning the impact of the novel coronavirus disease (COVID-19), it is difficult to accurately
predict how the disease will spread in the future or when it will be contained. At this time, the
Company has judged that the impact of the disease on the forecasts of future cash flows and future
business environment, etc. will be limited, despite causing a certain level of impact. In addition, the
Company has judged that it will not have a significant impact on accounting estimates such as
impairment of non-current assets and recoverability of deferred tax assets. However, the Company will
continue monitoring the situation closely going forward, as the future changes in the situation may
cause an impact on the consolidated financial statements in the next fiscal year and thereafter.

4. Notes on Consolidated Balance Sheet
(1) Accumulated depreciation of property, plant and equipment 104,904 thousand yen
(2) Overdraft agreements and commitment line agreements
The Company has entered into overdraft agreements and commitment line agreements with four
partner banks in order to procure operating funds flexibly. The balances of unexecuted loans, etc.
pertaining to these agreements are as follows:

Total amount of maximum overdrafts 3,500,000 thousand yen
Total amount of commitment lines 1,000,000 thousand yen
Balance of executed loans —
Difference 4,500,000 thousand yen

The following financial covenants are attached to the overdraft agreements and commitment line

agreements above. (Although the covenants vary for each agreement, key covenants are stated.)

(i) The amount of net assets in the consolidated balance sheet at the end of each fiscal year or at the end
of the second quarter of each fiscal year shall not fall below 70% of the amount of net assets in the
consolidated balance sheet at the end of the fiscal year ended December 31, 2019.

(if) The amount of profit in the consolidated statement of income for each fiscal year shall not record a
loss for two consecutive fiscal years.



5. Notes on Consolidated Statement of Changes in Equity

(1) Type and number of shares issued at the end of the fiscal year under review

Number of shares
at the beginning

Increases during
the fiscal year

Decreases during
the fiscal year

Number of shares
at the end of the

Type of shares of the f'SC.aI year under review under review fiscal year under
under review (shares) (shares) review (shares)
(shares)
Common shares 20,413,800 1,525,600 — 21,939,400
(Note) Outline of causes for changes
!ncrease: due to issuance of new shares through 1,200,000 shares
international offering
Increase due to issuance of new shares following 325 600 shares

exercise of share acquisition rights

(2) Type and number of shares underlying share acquisition rights (excluding share acquisition rights
whose first day of the period for exercising share acquisition rights has not arrived) at the end of the
fiscal year under review
Common shares 552,400 shares

6. Notes on Financial Instruments
(1) Disclosure of the status of financial instruments
(i) Policies for initiatives pertaining to financial instruments
The Group procures necessary funds based on funding plans. Temporary surplus funds are managed
through financial assets that are highly stable. In addition, concerning operating funds and capital
investment funds, the Group procures necessary funds primarily through borrowings from banks
and issuance of new shares. The Group’s policy is not to conduct derivative transactions.

(ii) Details of financial instruments and risks thereof
Although accounts receivable - other, which are operating receivables, are exposed to the customer
credit risk, most of it is receivable from collection agencies such as credit card companies, and the
risk is limited.
Investment securities include shares related to capital and business alliances with business partners,
and they are exposed to the credit risk of the issuers.
Operating accounts payable and operating deposits received, which are operating payables, are
those settled in a short term.

(iii) System to manage risks pertaining to financial instruments
a. Management of credit risk (risk concerning customers not fulfilling their obligations per

agreements, etc.)
In the event of the occurrence of accounts receivable - other from customers, the Company
manages due dates and balances per customer and periodically ascertains the status of credit in
accordance with the Credit Management Rules. The Company has a system to quickly ascertain
and reduce concerns on collection due to reasons such as worsening of financial conditions, etc.
For investment securities, the Company strives to reduce risks such as by periodically
ascertaining the financial conditions, etc. of the issuers.

b. Management of liquidity risk (risk of being unable to make payments on due dates) pertaining to
funds procurement
The Company manages liquidity on hand with the aim of quickly ascertaining the situation and
reducing risk, such as by ascertaining the monthly payment schedule.

(iv) Supplementary explanations on market value, etc. of financial instruments
Market values of financial instruments include values that have been reasonably calculated if they
are unmarketable, in addition to values based on market prices. As fluctuating factors are
incorporated when calculating such values, the said values may fluctuate due to the adoption of
different assumptions, etc.



(2) Market value, etc. of financial instruments
Amounts posted on the consolidated balance sheet, market values, and the corresponding differences
between the two are as follows. Financial instruments whose market values are deemed extremely
difficult to ascertain are not included (refer to (Note 2)).

(Thousand yen)
Amount posted on the
consolidated balance Market value Difference
sheet
(1) Cash and deposits 22,271,835 22,271,835 —
(2) Accounts receivable - other 4,971,178
Allowance for doubtful accounts (*) (62,032)
4,909,146 4,909,146 —
Total assets 27,180,982 27,180,982 —
(1) Operating accounts payable 8,989,430 8,989,430 —
(2) Operating deposits received 2,589,694 2,589,694 —
Total liabilities 11,579,124 11,579,124 —

(*) Allowance for doubtful accounts pertaining to accounts receivable - other has been deducted.

(Note 1) Calculation methods for the market value of financial instruments
Assets
(1) Cash and deposits, (2) Accounts receivable - other
These are all settled within a short time frame and therefore have a market value nearly equivalent to their book
value. Accordingly, these are posted according to their book value.
Liabilities
(1) Operating accounts payable, (2) Operating deposits received
These are all settled within a short time frame and therefore have a market value nearly equivalent to their book
value. Accordingly, these are posted according to their book value.

(Note 2) Financial instruments whose market values are deemed extremely difficult to ascertain
(Thousand yen)
Category Amount posted on the consolidated

balance sheet

Unlisted shares, etc. 435,569

The above items does not have a market price, and it is deemed extremely difficult to ascertain the fair value.
Accordingly, it is not included in the above table.

(Note 3) Scheduled amounts of redemption for monetary claims after the account closing date
(Thousand yen)
Within 1 year Oinei\Lilnyse?/L:PSd oa\é%r\?vi)t/ﬁ?nrs Over 10 years
years
Cash and deposits 22,271,835 - - -
Accounts receivable - other 4,971,178 - - -
Total 27,243,014 - - -
7. Notes on Per Share Information
(1) Net assets per share 739.22 yen
(2) Earnings per share 28.18 yen

8. Notes on Significant Subsequent Events
At a meeting of the Board of Directors held on February 10, 2021, the Company resolved a stock split and
partial amendment to the Articles of Incorporation resulting from the stock split.

1. Purpose
The purpose of stock split is to improve the liquidity of our stock and further broaden the investor base
by lowering the investment unit of our stock.



2. Outline of stock split

@)

)

®3)

Method of stock split

The stock split will be carried out at a ratio of five shares for one common stock held by
shareholders recorded on the latest shareholders registry as of March 31, 2021.
Number of shares to be increased upon the stock split

1) Total number of shares issued before the stock split

2) Increase in the number of shares resulting from the stock split
3) Total number of shares issued after the stock split

4) Total number of authorized shares after the stock split

21,941,800 shares
87,767,200 shares
109,709,000 shares
376,440,000 shares

(Note) The number of shares from 1) to 3) are listed based on the total number of shares issued
as of February 10, 2021 (however the number of shares issued upon the exercise of share
acquisition rights from February 1, 2021 to today is not included). The number of shares
may increase because of the exercise of share acquisition rights from the day of the
resolution adopted at the meeting of the Board of Directors to the record date of the stock

split.
Schedule
1) Publication date for base date
2) Base date:
3) Effective date

March 16, 2021
March 31, 2021
April 1, 2021

3. Impact on per share information
Assuming that the stock split was conducted at the beginning of the current consolidated fiscal year,
each value of the information per share is different. It is as follows.

Net assets per share
Net profit (loss) per share

147.84 yen
5.64 yen

4. Partial amendment to the Articles of Incorporation
(1) Reason for the amendment
Resulting from the stock split, the total number of authorized shares prescribed in Article 6 in the
Avrticles of Incorporation of the Company will be amended, effective as of April 1, 2021,
according to the provisions of Article 184, Paragraph 2 of the Companies Act.
(2) Details of the amendment
Details of the amendment are as follows.
Before the amendment After the amendment
Total number of authorized shares: Total number of authorized shares:
Article 6 The total number of authorized | Article 6 The total number of authorized
shares of the Company shall be shares of the Company shall be
75,288,000 shares. 376,440,000 shares.
(3) Schedule for the amendment
April 1, 2021
5. Others
(1) Changes in the amount of capital stock
There are no changes in the amount of capital stock associated with this stock split.
(2) Adjustments to exercise prices of share acquisition rights

Resulting from the stock split, exercise prices for share acquisition rights to be exercised on or
after April 1, 2021 will be adjusted as follows.

N C Exercise price before the Exercise price after the
ame of share acquisition rights ) .
adjustment adjustment

1st series of share acquisition rights 70 yen 14 yen
2nd series of share acquisition rights 70 yen 14 yen
3rd series of share acquisition rights 70 yen 14 yen
4th series of share acquisition rights 70 yen 14 yen
5th series of share acquisition rights 70 yen 14 yen
6th series of share acquisition rights 70 yen 14 yen
7th series of share acquisition rights 70 yen 14 yen
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Non-consolidated Statement of Changes in Equity
(January 1, 2020 - December 31, 2020)

(Thousand yen)

Shareholders’ equity

Capital surplus Retained earnings
Ot e
Capital stock | Legal capital Total capital Retai g q Total retained | shareholders’
surplus surplus etaine earnings equity
earnings
brought forward
Balance at beginning of 2,275,957 2,216,838 2,216,838 (1,130,856) | (1,130,856) 3,361,939
current period
Changes in items during
period
Issuance of new shares 6,237,956 6,237,956 6,237,956 12,475,912
Deficit disposition (1,130,856) (1,130,856) 1,130,856 1,130,856 —
Net profit 380,874 380,874 380,874
Net changes in items
other than shareholders’ —
equity
Total changes in items 6,237,956 5,107,099 5,107,099 1,511,731 1,511,731 | 12,856,786
during period
Baéi?fg dat end of current 8,513,913 7,323,938 7,323,938 380,874 380,874 | 16,218,726

Valuation and translation adjustments

Valuation difference on
available-for-sale securities

Total valuation and translation
adjustments

Total net assets

Balance at beginning of

: — — 3,361,939
current period
Changes in items during
period
Issuance of new shares 12,475,912
Deficit disposition —
Net profit 380,874
Net changes in items
other than shareholders’ (729) (729) (729)
equity
Total changes in items (729) (729) 12,856,057
during period
Balance at end of current (729) (729) 16,217,996

period
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Notes to the Non-consolidated Financial Statements

1. Notes on Significant Accounting Policies
(1) Accounting policy for measuring assets
Accounting policy for measuring securities

a. Shares of subsidiaries
Stated at cost using the moving-average method

b. Available-for-sale securities
Securities without market prices

Stated at cost using the moving-average method

(2) Accounting policy for depreciation of assets
(i) Property, plant and equipment
The declining-balance method is applied.
However, the straight-line method is applied for buildings and facilities attached to buildings. Main
useful lives are as follows:
Buildings 4-6 years
Tools, furniture and fixtures 4-20 years

(ii) Intangible assets
The straight-line method is applied. Main useful lives are as follows:

Patent right 8 years
Trademark right 10 years
Software (for internal use) 5 years (estimated internal useful life)

(3) Accounting policy for provisions
(i) Allowance for doubtful accounts
To prepare for losses on uncollectible receivables, estimated uncollectible amounts are recorded based
on the historical percentage of uncollectibles concerning general receivables, and by individually
considering the probability of collection of respective receivables concerning doubtful receivables.

(ii) Provision for charge back

In case of a credit card company making a claim for refund of payments or denying payments to the
Company in the future due to reasons including fraudulent usage of a credit card by a third party, an
expected amount of losses where such payments cannot be collected from shops due to reasons such as
a fraudulent claim of sales or bankruptcy of the shops is recorded as provision for charge back.

(4) Other significant information for preparation of non-consolidated financial statements
(i) Accounting policy for deferred assets
Share issuance costs
Share issuance costs are accounted for as expenses in full at the time of expenditure.

(if) Accounting policy for significant foreign currency translation
Securities denominated in foreign currencies (available-for-sale securities) are translated into
Japanese yen using the spot exchange rate at the account closing date, and translation differences are
included in valuation difference on available-for-sale securities under net assets.

(iii) Accounting policy for consumption taxes
Consumption taxes and local consumption taxes are accounted for by the tax exclusion method.

2. Changes in accounting estimates
(Provision for charge back)

In case of a credit card company making a claim for refund of payments or denying payments to the
Company in the future due to reasons including fraudulent usage of a credit card by a third party,
expected amount of losses where such payments cannot be collected from shops due to reasons such as
a fraudulent claim of sales or bankruptcy of the shops is recorded as provision for charge back, as it
became possible to reasonably estimate such amount based on historical results.

As a result, operating profit, ordinary profit, and profit before income taxes for the fiscal year under
review have decreased by 10,338 thousand yen each.
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3. Additional Information
(Accounting estimates due to the impact of COVID-19)
The note has been omitted because the same details are stated in “3. Additional Information™ in
Notes to the Consolidated Financial Statements.

4. Notes on Non-consolidated Balance Sheet
(1) Accumulated depreciation of property, plant and equipment 104,904 thousand yen
(2) Overdraft agreements and commitment line agreements
The Company has entered into overdraft agreements and commitment line agreements with four
partner banks in order to procure operating funds flexibly. The balances of unexecuted loans, etc.
pertaining to these agreements are as follows:

Total amount of maximum overdrafts 3,500,000 thousand yen
Total amount of commitment lines 1,000,000 thousand yen
Balance of executed loans -
Difference 4,500,000 thousand yen

The following financial covenants are attached to the overdraft agreements and commitment line

agreements above. (Although the covenants vary for each agreement, key covenants are stated.)

(i) The amount of net assets in the consolidated balance sheet at the end of each fiscal year or at the end
of the second quarter of each fiscal year shall not fall below 70% of the amount of net assets in the
consolidated balance sheet at the end of the fiscal year ended December 31, 2019.

(if) The amount of profit in the consolidated statement of income for each fiscal year shall not record a
loss for two consecutive fiscal years.

(3) Monetary claims and monetary obligations to subsidiaries and associates
Short-term monetary claims to subsidiaries and associates 21,960 thousand yen
Short-term monetary obligations to subsidiaries and associates 1,709 thousand yen

5. Notes on Non-consolidated Statement of Income
Amount of transactions with subsidiaries and associates
Amount of transactions from transactions other than operating transactions 453 thousand yen

6. Notes on Non-consolidated Statement of Changes in Equity
Type and number of treasury shares at the end of the fiscal year under review
Not applicable.

7. Notes on Tax Effect Accounting
The main causes of occurrence of deferred tax assets include tax loss carried forward, loss on valuation
of shares of subsidiaries and associates, asset retirement obligations, and disallowed allowance for
doubtful accounts. As a result of considering factors such as recoverability, a valuation allowance has
been posted. The main cause of the occurrence of deferred tax liabilities is the disallowance of assets
corresponding to asset retirement obligations.

8. Notes on Per Share Information
(1) Net assets per share 739.22 yen
(2) Net profit (loss) per share 18.36 yen

9. Notes on Significant Subsequent Events
At a meeting of the Board of Directors held on February 10, 2021, the Company resolved a stock split
and partial amendment to the Articles of Incorporation resulting from the stock split.

1. Purpose
The purpose of stock split is to improve the liquidity of our stock and further broaden the investor base
by lowering the investment unit of our stock.

2. Outline of stock split
(1) Method of stock split
The stock split will be carried out at a ratio of five shares for one common stock held by
shareholders recorded on the latest shareholders registry as of March 31, 2021.
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)

®3)

Number of shares to be increased upon the stock split

1) Total number of shares issued before the stock split

2) Increase in the number of shares resulting from the stock split
3) Total number of shares issued after the stock split

4) Total number of authorized shares after the stock split

21,941,800 shares
87,767,200 shares
109,709,000 shares
376,440,000 shares

(Note) The number of shares from 1) to 3) are listed based on the total number of shares issued
as of February 10, 2021 (however the number of shares issued upon the exercise of share
acquisition rights from February 1, 2021 to today is not included). The number of shares
may increase because of the exercise of share acquisition rights from the day of the
resolution adopted at the meeting of the Board of Directors to the record date of the stock

split.
Schedule
1) Publication date for base date
2) Base date:
3) Effective date

March 16, 2021
March 31, 2021
April 1, 2021

Impact on per share information
Assuming that the stock split was conducted at the beginning of the current consolidated fiscal year,
each value of the information per share is different. It is as follows.

Net assets per share
Net profit (loss) per share

147.84 yen
3.67 yen

Partial amendment to the Articles of Incorporation

(1) Reason for the amendment
Resulting from the stock split, the total number of authorized shares prescribed in Article 6 in the
Acrticles of Incorporation of the Company will be amended, effective as of April 1, 2021,
according to the provisions of Article 184, Paragraph 2 of the Companies Act.
(2) Details of the amendment
Details of the amendment are as follows.
Before the amendment After the amendment
Total number of authorized shares: Total number of authorized shares:
Article6 The total number of authorized | Article6 The total number of authorized
shares of the Company shall be shares of the Company shall be
75,288,000 shares. 376,440,000 shares.
(3) Schedule for the amendment
April 1, 2021
Others
(1) Changes in the amount of capital stock
There are no changes in the amount of capital stock associated with this stock split.
(2) Adjustments to exercise prices of share acquisition rights

Resulting from the stock split, exercise prices for share acquisition rights to be exercised on or
after April 1, 2021 will be adjusted as follows.

N C Exercise price before the Exercise price after the
ame of share acquisition rights ) .
adjustment adjustment

1st series of share acquisition rights 70 yen 14 yen
2nd series of share acquisition rights 70 yen 14 yen
3rd series of share acquisition rights 70 yen 14 yen
4th series of share acquisition rights 70 yen 14 yen
5th series of share acquisition rights 70 yen 14 yen
6th series of share acquisition rights 70 yen 14 yen
7th series of share acquisition rights 70 yen 14 yen
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