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Presentation

Suzaki: Thank you very much for watching. I’'m Hiroaki Suzaki, Representative Director and President of ARATA
CORPORATION.

Considering the impact of COVID-19, we will present our financial results with a video again. This time, in the
same way we did last time.
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You see here the key points of the presentation.

The first is the results for 2Q of the fiscal year ending March 2021. The second is an explanation of the factors
in 2Q of the fiscal year ending March 2021, and the target for the current fiscal year. The third is an explanation
of the Long-Term Management Vision 2030, and the Medium-Term Management Plan 2023, which were
announced as a timely disclosure in August of this year.
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Now, please let me explain the results for the 2Q of the fiscal year ending March 2021.
The consolidated statement of income is presented here.

Net sales, gross profit, operating income, ordinary income, and quarterly net income attributable to owners
of the parent all exceeded those of the previous year.
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The consolidated balance sheet is as shown here.

eEE 258,836

Total assets were JPY258.836 billion, an increase of JPY9.1 billion from the end of the previous fiscal year. Net
assets were JPY88.554 billion, an increase of JPY5.6 billion from the end of the previous fiscal year. The equity

ratio reached 34.3%.
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| will explain about the dividend.

Our basic policy is to pay stable dividends. After taking into account the profits of each fiscal year, we secure
the necessary internal reserves to fund dividends. In the first half of FY2021, the Company forecasts a dividend
increase of JPY5 to JPY45 as disclosed on August 4, 2020, and a full-year dividend increase of JPY90.
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Next, | will explain the factors for the second quarter of the fiscal year ending March 2021, and the target for
the end of this fiscal year.

In the second quarter of the fiscal year ending March 2021, we achieved steady results in the midst of major
environmental changes caused by COVID-19.

One of the major factors leading to strong earnings is the reduction of expenses due to various limitations in
the wake of COVID-19. Amid the limitations on business operations involving travel, such as meetings and
business trips, we have developed a web conferencing system that our IT office has strengthened and adapted
to company-wide operations through a prompt response. As a result, we have changed the approaches of
business negotiations with business partners and the entire internal operations and have achieved efficiency
without deteriorating quality.

We will continue to improve productivity through the continuous use of such systems in the future.
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Next, | will explain other factors.

An important special factor in comparison with the previous fiscal year is the impact of the consumption tax
hike in October last year.

This is a table comparing the cumulative results for the first and second quarters of the current fiscal year.
The YoY growth of Q2 appears to have weakened compared to the YoY growth of Q1. This was due to the last-

minute surge in demand in September before the tax hike last year.
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This table compares the results of the fiscal periods from July to September of the Q2 for three fiscal years.

Although sales grew at an extremely high rate last year, due to the last-minute surge in demand, sales in this
year remained at the same level as the previous year, and profits in this year exceeded those of the previous

year.

Even with the special factor for the YoY comparison, due to the impact of the last-minute surge in demand
prior to the tax hike last year, the results this year exceed those of last year.
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Next, please let me explain our strengths in the COVID-19 crisis.

Leveraging our strengths, we continued to deliver daily necessities, which was a factor behind our strong
performance.

One is to leverage our product procurement capabilities. Imports from abroad ceased due to COVID-19 crisis,
and the shortage of goods became a problem. We have done business with as many as 1,200 manufacturers,
and we diversify our procurement risk. Furthermore, due to our strengths in scale, there were many requests
for business from new manufacturers.

At the same time, however, in the midst of the COVID-19 turmoil, there were risks that poor-quality products
without assurance of quality could be found. Therefore, we were able to make good use of our production
selection function. When we do business with a new manufacturer, we only deliver the products confirmed
by our procurement staff to retailers. Delivering reliable products to consumers is also our role.

In addition, we were able to respond to changes in the business environment caused by COVID-19 crisis, such
as a loss of inbound demand, a decline in demand for cosmetics due to wearing of masks, and changes in
consumer trends due to stay-at-home. We believe that our wide-ranging business transactions, based on our
mission as a social infrastructure, were successful.

We deal extensively with various retailers in various formats throughout Japan, such as drugstores,
supermarkets, discount stores, home centers, GMS, and ecommerce.

This is based on our philosophy of building relationships with retailers as community-based wholesalers from
Hokkaido to Kyushu, and in turn, fulfilling our mission to deliver products to all consumers.
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In addition, as mentioned earlier, we maintain a fine balance of product categories and conduct a wide range
of business with manufacturers.

One of our greatest strengths is that we have a system in place that can respond flexibly to unforeseeable
environmental changes.

2021438 /12Q =#A BRLSHICOVWT RIIEEEY3>2030

m RN EERRT R OREMROMIL
BRESET UK BEHICE. Witz 5—ORBRRLISH
Wikt > 5 —AORLBR L) — MEROYR— P ER.

J0FBICBT S EEDOMRE
Wi > 5 —RRBOREFEEROIZHIC

1 . B ROBE
BREZII-IVEICEDES, RE=E
BE R IRERD, B -AYV—IvIF A RIS ADRE
BHERICLIERRE, TRY - JTAAS—I)LR - BHERORTH

2 MR > F—RRAORY
)\— MLROIBUP

BRELO. —EEMRZILDS &R < BB

12

The most important thing is the fulfillment of our social mission of delivering products under any circumstance.
In order to continue delivering daily necessities, logistics can never stop.

In order to continue operating our distribution centers, even in the event of COVID-19 crisis, we have placed
emphasis on ensuring the safety of employees working there.

In addition to measures to prevent infections for each employee, such as sanitation and temperature
inspections, we are continuing measures such as flextime, solutions to avoid closeness in the centers, and
provision of masks to all employees, including part-time employees.

Sales staff and employees in management division work from home, work remotely, and such, but this is not
the case in the logistics division. Under the declaration of a state of emergency, we also increased hourly
wages as a bonus for part-time employees working at our distribution centers. As a result of these measures,
we are continuing our business without halting logistics.
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Next, | will explain sales by business category.

The sales for drugstores rose 7.7% YoY, exceeding 50% of total sales. The sales for home centers and
supermarkets are also performing well.

Due to factors such as the decrease in inbound demand and the last-minute surge in demand prior to the tax
hike last year, some business categories declined in the second quarter, but the overall impact was negligible.
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Next, | will explain sales by product category.

Used as countermeasures against infectious diseases, sanitary-related products continued to perform well.
Sales of cooking-related household products increased as the frequency of home cooking increased due to
stay-at home. The longer hours spent at home also led to increased sales of detergents.

Sales of paper products remained almost unchanged from the previous fiscal year due to the impact of the
last-minute surge in demand prior to the tax hike in the previous fiscal year.

We respond to changing demand by offering a wide range of products with balanced product categories.
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The year-end forecast figures for the current fiscal year are at a high level as of the second quarter.
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Although the outlook remains uncertain due to the crisis of the third wave of COVID-19, we have revised
upward our full-year earnings forecast, as you can see, in consideration of the strong performance up to the
first half of the fiscal year.
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Finally, | would like to explain our Long-Term Management Vision 2030, and Medium-Term Management Plan
2023, which we announced on August 4, 2020.

Until now, we have announced our medium-term management plans every three years. In a short period of
three years, we tend to have eyes on short-term plans, such as sales and profits. We have determined that a
long-term policy is required in order to carry out reformations and to draw up a vision for the future.

In anticipation of medium- to long-term growth, we have decided to build a strategy centered on our long-
term management vision, establish policies, and step on milestones in moving ahead along the medium-term
management plan.
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Under the Long-Term Management Vision 2030, we will send the message, make dreams come true, change
lifestyles. This message encompasses our wish for better and newer lifestyles by fulfilling the common dream
of people to continue living a rich and comfortable life with the functions this company has.

Our aspirations for the year 2030 include numerical targets for the economic value we create, and the value
we provide to society from a CSR perspective. To realize this vision, we aim to become a comprehensive
producer of comfortable lifestyles.

Producer, here, implies two meanings of producing and increasing value. We aim to become a company that
produces the entire supply chain by providing a variety of functions that go beyond intermediate distribution,
in order to solve social issues and make better lives.
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In order to achieve our Long-Term Management Vision, we established the targets for the first three years,
which is the Medium-Term Management Plan 2023. As targets for the fiscal year ending March 2023, the final
year of the plan, we set net sales of JPY845 billion, operating income of JPY11.5 billion, ordinary income of
JPY12 billion, and ROE of 9% or higher.

As background of formulation of these targets, amidst the difficulty of forecasting environmental changes due
to COVID-19, we focus on achieving the long-term management vision and, out of three medium-term
management plans included in its 10 years, we place the first one, Medium-Term Management Plan 2023, as
the 3-year plan to enhance structures.

We will invest to strengthen our foundations and structure such as promoting personnel system reforms with

an eye on securing human resources, promoting digitization, utilizing Al and IT for personnel productivity, and
improving efficiency in logistics by new logistics centers and automation. With these, we will make progress
toward the goals of the Medium-Term Management Plan 2026, the Medium-Term Management Plan 2029,
and the Long-Term Management Vision 2030, which is 10 years ahead.
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21
Please let me explain the strategies of our Long-Term Management Vision.

While focusing on the wholesale business, we will continue to expand the scope of our business over the
course of 10 years, and be equipped with functions for changing environment, and to solve social issues.

While focusing on strengthening management soundness, we will continue to improve productivity for refined
efficiency, and for a variety of business strategies as an expansion of growth potential.
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To expand our growth potential, we will first strengthen our product development and overseas businesses.

The inhouse development products started a decade ago, as services for retailers that did not have private
label products, but with changes in the environment, there is a growing demand for value-added products. It
is important to move away from the mere private brand of a wholesaler, and to establish them as attractive,
individualized brands.

In the future, we will take on new challenges with a view to importing cosmetics overseas.

In September 2020, we signed a comprehensive business alliance with Zhong Shang Group from China.

We had been looking for a promising partner to expand our business in China for some time. We will pursue
a partnership strategy centered on the functions of both Zhong Shang Group and us and explore the potential
of new strategies, such as product development using the outstanding factories of Zhong Shang Group.

Also, as announced on November 5, we established a local subsidiary in Vietnam. Among ASEAN, Vietnam has

particularly high economic growth and is a pro-Japanese nation. We believe that significant growth is expected
in the future.
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To improve productivity, we will construct new centers in the Tokyo metropolitan area and Kansai areas for
logisticimprovement, improve efficiency by using logistics equipment with the latest IT and Al, and implement
functional improvement in indirect departments.

To strengthen management soundness, considering financial balance, we will improve trade receivables,
inventories, and trade payables, review fixed assets, and implement agile capital policies. Given these, we
intend to achieve an equity ratio of 33 to 35% and ROE of 9% or higher for management stability and improved
capital efficiency.
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With regard to CSR activities, which are important in our Long-Term Management Vision, we will promote
activities by broadly dividing them into three objectives for realizing our aspirations.

The first is to engage in human resources. The second is to engage in environmental initiatives through a
virtuous cycle of the supply chain. The third is to contribute to local communities.

We will regularly disclose the details and figures of each activity and contribute to the achievement of SDG
objectives.
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As a first initiative for human resources, we aim to become a company that is rewarding for employees to
work.

Currently, we recognize that the percentage of women in management positions is low. There is a gap in
average length of service between men and women, and women tend to leave the company earlier.

As a company that deals with daily necessities and cosmetics, the active participation of women is not only a
major force for us, but amid an ongoing shortage of human resources, it is also an important theme for us to
create an environment for both men and women that we nurture since they started working with us to stay
working with us for a long period of time.

By making it easier for both men and women to use various systems, such as childcare leave, nursing care
leave, and shorter working hours, establishing systems for a variety of working styles, such as work-from-
home, and establishing a system for improving the rate of paid leave taken, we will create an environment in
which all employees can work with comfort and job satisfaction for a long period of time.

With these efforts, we would like to increase the ratio of women in main career track and management.
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For the second contribution to the environment, we would like to achieve greater efficiency in the entire
supply chain by exercising our functions as an intermediate distributor.

The 3-R activities launched in 2017 serve as a linkage between the Ministry of the Environment and retailers
or manufacturers. Choose 3-R Campaign is expanding year by year. In the fourth campaign this year, 12,000
shops around the country joined. Expanding sales of refill products will not only lead to a reduction in plastics
resources but will also continue to be implemented as an awareness campaign for environmental
considerations among consumers.

We have positioned the reduction of returned goods, which we have been implementing as an important
initiative for the virtuous cycle of the entire supply chain. Reducing returns not only reduces waste. but also
reduces CO2 and cost of trucking in handling returned goods.

We are working together with retailers and manufacturers to achieve our goal of reducing the volume by two
million units from the previous year.

For other means to promote initiatives as an environmentally conscious wholesaler, we will switch to
environmentally conscious vehicles, use solar power, and switch all of the lighting of distribution centers to
LEDs.
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Finally, as one of the community contributing activities, we have started supporting for the solaputi kids’ camp.
This project invites children, and their families that are fighting against intractable diseases, to a facility in
Takikawa City, Hokkaido, which is equipped with full medical nursing support, to enjoy camping of their
dreams in nature.

Based on the message of our long-term management vision, make dreams come true, change lifestyles, we
have decided to endorse this activity that satisfies the dreams of children with intractable diseases and their
families.

Going forward, we will continue to build a system that will enable us to actively implement such social
contribution activities.

With that, | would like to conclude my presentation. Thank you very much for watching.

[END]
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