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Long Term Business Performance - PC DEPQOT, PC
: : : DEROT
a company that keeps on evolving and pivoting S
Past (around 2000) — Present/future
PC — PC, smartphone, IT devices
Equipment — Equipment + service
Sellout — Subscription Over
Gross profit margin 14% — 46% v 50% GPM
Founder as shareholder — Long-term stakeholders as shareholders  46.1% 7
60000 ad Target
' Growth led by Crecibity # 10% OPM
smartphone related ——  issues with
50,000 sales 7 90/0 customers ,,' .
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We Do Not Like to Compete

Gross profit margin

We do not compete for the sake of competing
Point reward/volume sales/online channel
A Our company Y,
Non-competitive operation
(management hates competition)
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Comprehensive electronics retailers compete in scale 2 tril

Net Sales






Results Summary

« 1H results
Operating profit increased Y/Y, and was
above the plan

« Full year forecast
NO revision

« Initiatives for 2H and beyond
Acceleration in sales based on well-planned
demand creation



P/L (consolidated)

FY3/2019
2
Units: mil 2 [Net sales]
Yen, % Results Results - Though declined Y/Y, into
the 2Q, we saw rush
Net Sales 20,157 19,260 /4.5 19,800 N2.7 demand accompanying
Products 6,847 7,062 3.1 _ _ consumption tax hike, and
Servi replacement demand due to
ervices 12,670 11,559 8.8 — — the end of Windows 7 OS
Internet related support Into ZQI
businesses — —
(subsidiary) E <M A - Solution service sales
, declined Y/Y due to upfront
Gross Profit 9,376 9,018 £3.8 - - product purchases as a
SGA expenses 8,103 7,641 A5.7 - - result of Well-planned
demand creation
Operating
Profit 1,273 1,376 8.1 1,100 25.2 [SG&A expenses])
Ordinary - Careful hiring of talents
Profit 1,326 1,431 7.9 1,150 24.5 toward the realization of
. planned proposals/demand
Net profit .
attributable to creation
parent company 897 973 8.5 760 28.1 —As a result, SG&A
shareholders .
expenses declined Y/Y
EPS(YEN) 17.87 19.38 8.4 15.14 28.0 \ /
ROE(O/O) 8.5 6.7 A1.8 5.8 0.9 % shown are Y/Y change for 8

the full year, and for the quarter



Solution Service Sales Changes by Quarter

September 22 simultaneous launch of Mac

[ Solution Service Sales Changes ~m-% of solution service sales to total sales 8
. Premium Member Value Pack and
Mil Yen July: Demand for As stated 17th Aug, active sales Windows PC Premium Member Value Pack
technical services promotions were ceased, new store
10,000 increased with Windows establishment was prolonged. - 70%
10 free upgrade period Decrease in no. of new memberships.
9,000
- 60%
8,000
7000 August 9 Launch of interactive product || 5no,
’ o

6,000 \
- 40%
5,000
- 30%
4,000 5
5
° 1
3,000 fo s 5755 5693 5, - 20%
2,000 [Solutlgn Service Sales] .
Decrease in temporary repair,
Flat as we strengthened well-planned - 10%
1,000 proposal to the members
0 B B B BB ™
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Recurring Profit changes per quarter

[ Recurrent Profit
Mil Yen

1,600

[——1Special Factors

=== Recurring Profit Margin
2015 July- 2016 July:

Demand for technical

services increased with
1.400 Windows 10 free upgrade | ~~

period

r

~

September 22 simultaneous launch of

1,200
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800
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200

Mac Premium Member Value Pack and

Windows PC Premium Member Value Pack
\

4 As stated 17th Aug, active

\

1

sales promotions were 1

ceased, new store \
establishment was

prolonged. Decrease in no.

\_ of new memberships.
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Contributing factors for 4Q

such as provision for doubtful

receivables,provision for
product warranties

i
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Balance Sheet (Consolidated)

Increase in Accounts receivable

Units Mil Yen

Total current assets
Accounts receivable
Inventory
Total fixed assets
Tangible fixed assets
Intangible fixed assets

Investments & other assets

Total current liabilities

Total tangible liabilities

Total shareholder’s equity

2019 end
of March

24,589
9,039
5,642
9,031
3,977

608
4,444

33,620
5,499
3,962
9,461

24,096

24,159

33,620

2019 end
of September

23,965
9,393
5,838
9,189
4,117

644
4,427

33,154
4,958
3,362
8,320

24,785

24,834

33,154

Change

A624
353
195
158
139

35
A16

A\466

A\541

/A\599

A\1,140
689

674
A\466

s

[Receivables]
Increased product sales on

of consumption tax increase

o

the back of rush demand ahead

—Temporary rise in receivables

~

)
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CF (Consolidated)

Increase in operating CF

Units: mil
Yen

Operating
CF

Investment
CF

Financial CF

Cash or cash
equivalents at
end of term

FY 2019

(ending

March)
2Q Results

2,241
AN\423
AN\1,454

10,961

FY 2019 (Ending March)

1Q Results

71

A\243

/\805

8,566

2 Q Results

605

AN412

A\466

8,292

FY 2020
(Ending
March)

2 Q Results

677
/\656

N1,271

8,292

Changes

/A\1,564

/A\232

182

/2,669

@perating Cash Flow] \

-Increase in inventory due to
rush demand ahead of
consumption tax hike and PC
replacement demand ahead
of termination of Windows 7
support service

*Receivables increased with
sales of product-integrated
solution and merchandise /

[Investment Cash Flow]

- Investment in store format
changes from PC DEPQOT to PC
DEPOT Smart Life stores, and
renovation of PC DEPOT
Smart Life stores

/

12



Outlook for Fiscal Year 3/2020

Increase in both revenue and profits

FY 2019 (ending
March) Results

Units: 1 Mil, %

Net sales

Operating
income

Ordinary
Income
Net income
belonging to

parent company
shareholders

EPS(YEN)

ROE (%)

Results

40,447

2,579

2,685

1,553

30.94

6.6

YoY

N7.2

AN13.5

N12.8

N20.7

N1.9

FY 2020 (ending
March) Forecast

Forecast

41,000

2,600

2,700

1,780

35.45

7.4

YoY

1.4

0.8

0.5

14.6

14.6

0.8

-Solution Service Sales 5.0%
(Previous term results2.9%)

-Gross Profit Margin 45.0%

(Previous term results 46.1%)
—>With well-planned demand creation, preceding
product sales results in Y/Y decline

-Capital Investment 1.3 Bil

-Depreciation Amount 0.8 Bil

13



Business Environment/Our Initiatives



Market Environment »ZH Outlook for PC Depot *_,,

PC
Tablets
Smartphones <=

@ (3

»

Industry-wide
trend

PC Above last year’s level?
Tablets Flat
Smartphones Robust sales of iPhone

Bottoming out of PC is positive

Demand to increase from “coto
(intangible goods) consumption”
such as education, games, cashless
payment, termination of Windows 7
support service, and 5G

The need for support will increase

With the increased need for
support, we will strengthen
support services, and
increase quality of support

The demand for exclusive service for
premium members, such as premium
member Value Pack which bundles premium
service and devices, will grow further

Electronics retailers, support
service stores, carrier shops, etc I

PC sales/support service
competitive environment
Improving

SHIFT UP the existing services
well-planned proposal, well-
planned creation

PC Depot premium member benefits
become available based on

membership B



Well-planned Demand Creation
(Digital life Plan) that Matches Social Structure

® Conventionally

Sell products to individuals

Conventional proposal

-Individual — Family members
-Proposals inclusive of future plans to each user

® Now and going forward

-=:Increase in number of users
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An example of proposal drawing currently used

Planned proposals for next 4-5 years
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Change in Social Structure is a Tail Wind

2019

2020

2021

2022
2023
2024

2025

Sep

Oct

Fall -
Winter

Mandatory removal of SIM lock for pre-owned smartphones
Launch of pre-5G network services in certain limited areas

“e-Sports”selected as a culture program in the National Athletic Meet 2019 (Ibaragi prefecture)
Implementation of point reward system for cashless payment as a countermeasure to the
consumption tax hike

Preschool education/nursery to be provided free of charge

5G compatible smartphones to hit the market

Digital therapeutics with insurance coverage to become commercially available

Apps with transportation service booking/payment system (Maas) become available in Japan
NHK to broadcast programs on TV and distribute them online simultaneously

Demonstration experiment of online voting to start

Rollout of 5G network commercial service

Rakuten to start its mobile carrier business

Programming courses to become mandatory in elementary school education

Termination of Windows 7 and Office 2010 support services

User registration of my number card (individual social security number card) as health insurance
card to start

Programming courses to become mandatory in junior high school education
Electronics prescription penetration Online drug administration guidance

e-Sports added as a medal event in Asian Games

Termination of Windows 8.1 support service

Standardized university entrance examination may shift to CBT format
Termination of Windows 10 support service,

National universities to introduce AI education in all faculties
17



Planned Demand (ncrease)in Line with

Social Structure Change

Level going forward
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Advancement of Business Model “Coto Level 2.0“ s

Since establishment ~ 2006 2006~ 2019~
‘ ,. »":Development"' \ Continuous
' Merchan- ——— ANl of continuous, ¥ future planning

- dise sales service type consultation
’ products

“Coto Level 1.0“

Turning point of Coto Level 2.0

service industry

-Customer value
Era of mass -Solving “problems” generation
consumption -Sales and marketing - Demand creation
and mass sales to the customers through well-considered
proposals

Well-planned proposal is to provide structured solutions to

members’ concerns, needs, and wants 19
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Image of Planned Demand Build-up for
Next 4 Years

Visualization of replacement cycle for members
and their families” devices in next 4 years

Enabling accumulation in number of users and devices through planned demand,
which lead directly to future sales

Number of devices for
next 4 years for members
and their families

Number of members
for planned proposals
.

2018 Jun 2018 Sep 2019 Spring 2019 Autumn 2024 Spring

21



Image of Sales Growth from Planned
Proposals

Demand growth through
value creation generated

out of well-considered
proposals

100%
80%
60%
o 06 o
40%
5 ()
(o)
50% 0%+ 66%+ ]
FE K

0%

20194Q 20201Q 20202Q 2024 4Q
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Changes Brought by Well-planned

Demand Creation

Purchase with appointment
Engagement by Call Center
Reduction in member churn rate
Reduction in newspaper flyers
Longer member retention rate
Increase in member visit frequency

Sales increase
Cost decrease
Sales increase
Less profit fluctuation
Increase in profit
Increase in profit

Corporate value expansion

23



Human Resources Development to
Ensure Planned Demand Creation

More than five times

. Ky
70% of CEQ’s time dedicated to
human resources development

T T—
& 0
e
i
b A ¥

Investment in human resources for
planned creation

In-house training, self-motivated
study, design thinking drills, education
and training, reading comprehension,

image, judgment, thinking,
and recreation

24



Image of our company
Membership system,
subscription type, circulatory type

=i

” Products - Contents

PC/MAC/ M_agazines/
e Ev—— Video /Cloud

Premium member
Dedicated team
[Digital Life Planner]

Built-in >
_, " Lecture ' Technology

How to use/ Malfunctionin
Consultation/ - - g/

Demand creation through Simply drop et | Rerar/
well-considered proposals by for a chat SneflneEnIg) 1

' Telecommu-

nication
MVNO/FVNO/SIM

25



Initiatives for Well-planned Demand Creation
@®Contents Enhancement

® Trial experience ® workshop ® Feel experience
Education




Initiatives for Well-planned Demand Creation
@Smart Life Promotion

® Future Design Works ® Member lounge

s

® Feel experience space
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Path to Value Creation

[Medium-term target]

Achieve over 50% gross profit
margin (FY3/2019 46.1%)

Rising solution service ratio

Ordinary profit margin 10%
(FY 3/19 6.4%)

Over 15% ROE
(FY3/19 6.6%)

Increase in sales on the back of
well-planned demand creation

Invest in human resources while
maintain around 40% SGA/Sales

ratio

Accumulation of wealth of
knowledge through investment

in staffs

S

Capital policy to aim for the
aspired balance sheet

Proactive shareholder return

Aim for corporate value enhancement through quality, not through scale

28




Capital Policy

Considering to boost shareholder return with 15% ROE target

14.0040%

12.00

10.00

8.00

6.00

4.00

2.00

0.00

: : 70%
Equity ratio

60.0%
50.0%
40.0%

30.0%

Payout ratio

20.0%

10.0%

0.0%

B DPS === Payout ratio

[Up to now]

Consolidated payout ratio of
around 30%, profit distribution
through a stable dividend

[Going forward)

To achieve 15% ROE, aim for
optimal financial balance for the
future, and consider to
strengthen shareholder return

29
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Preliminary Comparison

FY 3/2020
1Q 2Q

2Q Results
oo s 10.7%-  6.7%- | 8.8%-
Gross rofit Margin -~ 48.2%  45.5% | 46.8%
Capital Investment (0, 28 Bil = 0.57Bil
et owstandng A6 Bil - 4Bil
T 2 Stores 1 Store |3 Stores

SLP-

Newly opened _ _
SLP-

Newly opened _
PC Clinic

Annual Forecast

5.0%+

45.0%
1.3Bil

5~10
Stores
Flexible

Flexible
—5 stores in 2H

FY 3/2019

Annual Results

2.9%+

46.1%
0.94Bil

4.958Bil

6 Stores

% SLP PC DEPOT Smart Life Stores

32



Solution Services

1 +PC clinic & Dr. Smart (Repair and technical support) 2 -Premium Membership (Continuous support, etc.)

a?wﬁm?”,!?:-_%‘.) kO — 173 1

As an example mu..a Tm - :il:'l.--u-aa:-

Dl 99 —F bR w
WA L ASTOR i

» iy BT e
AT R b

........

Products -_—
purchased at
other stores are
also welcome

Free

consultation Quick repair

3 -Solution services (Contents, communication, Internet service

Solution Services combine these services with hardware

33



DEPCT

1 . PC CllﬂIC & Dr.Smart ( Repair and technical support) Pchﬂ.T

Technological service/support

: Settings and
At the time of connection

product

purchase Technical services
and support

Repair Free diagnosis

: -
reception

counter Quick repair




2 . Premlum Mem berShlp (Continuous support, etc.)
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Enhance production and productivity through
“investment” in human resources

Ways to learn

-Reeducation, education programs for mid-career employee
-Enhance self-learning thinking capabilit

-Self-reliance based learning, Knowledge accumulation. Enhance humanity
-Change the way of thinking for the creation of future

Operation
Management structure

-Sales structure with systematic standardized sales plan
-Increase in the number of store holidays

-Reduction in operating hours

-Store operation that promotes standardized work style
-Downsizing sales/mass consumption promotional events
-Focus on sustainable sales products

Work style, productivity

-Support strategic thinking

- Designing the system that facilitates future careers paths
Support work arrangement that accommodates child care
System capable of supporting nursing care needs in the
future

Support system for personal development
-Extension of retirement age




Premium Membership

Started from October 2018

Current Future

Whatever the devices available

Whatever the devices going forward
Whenever you bought them Whenever you buy them
Wherever you bought them Wherever you buy them
Whoever it is in yourfamily Not only your family

but also your friends and neighbors

We provide We design and create value
solutions to your problems for the future

PREMIUM PREMIUM
Member Member’s

38



Store Development (excuding e, as of 20 November 2019)

PC DEPOT

Figures in brackets are
changes during the year

Suburban type,

SRS large-scale store
Directly
operated 11 StOres (A1)

Subsidiary
operated

8 stores (»~2)

otal 19 stores (A 3)

PC DEPOT Smart Life

Large scale urban store,
Small-medium scale store

44 stores (+1)

5 stores (+2)

49 stores (+3)

PC DEPOT
PC Clinic

AnhiC

N L b | e B
PC DEPOT

In-store PC Clinic counter

55 stores (+2)
5 stores

60 stores (+2)

39



Initiatives for Well-planned Demand Creation
Smart Life Promotion

FY3/2020 Store Development

Store

5-10 stores planned

Renovation
Flexibly execute
-Smart Life Type-F renovation 2-3 stores per quarter
Store -Smart Life stores Flexibly respond
Closures
\_ -PC Clinic 5 stores in 2H

~

-Renovation

Jun
Sep
NovV plan

-Smart Life Type-F renovation

Apr
Jun
Oct
Dec plan

-PC Clinic New Store

Oct

PC DEPOT Smart Life Handa Inter Store, Kagoshima Store
PC DEPOT Smart Life Kamagaya Store
PC DEPOT Smart Life Mishima Store, Oota Store

PC DEPOT Smart Life Sayama Store, Himonya Store
PC DEPOT Smart Life Heiwadai Store

PC DEPOT Smart Life Niiza Store

PC DEPOT Smart Life Kohoku Flagship Store

PC DEPQOT PC Clinic K’s Denki Ageo Store
PC DEPQOT PC Clinic K’s Denki Honjo Store

40



Store Development (pc beroT smart Life Stores)

Store floor
area - small

PC DEPOT Smart Life Store Ver. 0
Less than 100 tsubo

PC DEPOT Smart Life Aoyama

Product range - extensive

( PC DEPOT
Up to 300 tsubo: Suburban large-
scale roadside stores

( PC DEPOT W
500 tsubo or more: Suburban large-
N\ scale roadside stores

) PC DEPOT Smart Life Store Ver. 2

PC DEPOT Smart Life Store Ver. 1
Suburban small-scale stores
in the vicinity of Tokyo

PC DEPOT Smart Life
Setagaya-Kinuta Store, Mitaka Store, etc,

PC DEPOT Smart Life Store Ver. 0.1
Around 100 tsubo: In-shop type

stores
PC DEPOT Smart Life Store in Books
Kinokuniya LalLaport Toyosu Store

Product range - limited

Suburban stores and large-scale

smart life stores

PC DEPOT Smart Life
Inagi-Wakabadai Store

PC DEPOT Smart Life Store Ver.1 Type-F
Install consulting and designing counters

-

Store floor
area - large
41



Inquiries

= General Stakeholder Relations Office
ﬂ% (Persons in charge: Matsuo and Takeda)

Seie TEL: +81-45-472-9838
E-mail: ir@pcdepot.co.jp

All financial forecasts and predictions made in this presentation were based on
information available at the time of release of this document. The information
included reflect a number of uncertainties and actual financial results may differ
greatly from out forecasts due to various uncontrollable factors. We ask any
investors to only make investment decisions with a full understanding of the
above, based on their own judgements.
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