201943AR (552354)
B2M4R RERAR

FY2018 Q2 Results Briefing Documents

(201878 ~9A)
(July 2018 - September 2018)

2018F11H9H

November 9th, 2018

NBEKRINET

Japan Communications Inc.




>3

WCIEFEE !

\

I (I L“/w ( - Representative Director
- < Chairman and CEO
(KEREHRSER =H 820) Seiji Sanda

y- . yoa Overview of FY2018 Q2 Results
]I " %Zﬂéﬂﬂ ﬁ%@*ﬂg President _ _
(REBFEILE fBH HA) o Fas "

M. HEFEOEHD$HH Current Initiatives

(KEEU SR 1B 152A) SN -

Naohisa Fukuda

V. Q&A

<Z3FEE> Documents Disclaimer
AENCEEEHNICRE. BiEL. BRUFTHEFEL. AERERRIR TOIHOHIERICKDEDTT,
HHTE. INSDERDIEEEZRIET DEDTIEHDFRA. Fo. SEBROMBIRIBEOZE(LEFED
RRIBER(CKD., SBORBBUSIUFRAENKREN & (FERDEDERDOIEENSDDFT,
AIRRCHFEIBELITEENETIT LD, BFEWVELUEITERT,
Any written or oral statements made in this presentation that are not historical facts are
forward-looking statements. Readers are cautioned not to place undue reliance on those
forward-looking statements, which speak only as of their dates. All forward-looking statements
are subject to various risks and uncertainties that could cause actual results to differ materially
from those expressed or implied by these forward-looking statements.
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Telecommunication as
the center of the economy
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Who will lead?
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Tracks that never crossover

telephone companies
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Technically differentiated
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Overview of FY2018 Q2 Results

ARt R



E2MMH 485 (GERS) J e it

FY2018 Q2 Results (Consolidated)

AT Previous Q ﬁ'ﬁfﬁﬁﬁﬂ Previous Year, Same Q
H{7 : BAHE Q2 19/3H4
million Yen FY18 Q2 Q1 19/3135 QtoQ Q2 18/354 YtoY
s ko 832 100.0% 834 100.0% A 2 a03% 770  100.0% 61 8.0%
Revenue
5o b5 629 75.7% 624 74.8% 5 0.9% 686 89.1% A 57 a83%
COGS
So LiRFIZS 202 24.3% 210 252% A7 a36% 83 10.9% 118 142.0%

Gross Margin

RSB RO — I E 363 43.7% 376 451%| A 12 a33% 399 51.9% A 35 as9%

SGRA

=2EFR A161 1194%| A166 a19.9% 4 - A315 s41.0% 154 -
Operating Profit

BEFis A157 a189%| A161 a19.4% 4 - A314 s40.9% 157 -
Ordinary Profit

Kk ECIRETSD

¥Rﬂﬁéﬂﬁt A158 4s190%| A162 a195% 4 — A315  a4r0% 157 B
uarter Net Income

Attributable to owners of parent
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million Yen
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Quarterly Revenue by Billing Type
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. BAEEHRSt
élﬁﬂﬂjﬁg Quarterly transition WClErEsrash

FY2017 FY2018

(E75F) Q1 Q2 Q3 Q4 Q1 Q2

million yen
Sales re_mains flat des_p!te the
L 706 770 770 786 834 832 [Soinl o,
Revenue revenue from Prepaid products
N AT AR o 2 (&
BIEE L 631 675 761 781 832 832 HE OO
| Revene SN A SN A NANA | Tunakag
. +44 +86 +20 +51 0 IR (C KD
A 75 94 9 5 2 o |l #&En
6L Hardware
Revenue
=E S NS
BEIH5C  A380 A315 A250 A 146 A166 A161 MR & &
Operating loss u u v Y v i_% | |
+104 20 +5 el decine
— I ER
(FEHrl DR E)
%§§?%B¢ < C‘_'_ Factor out temporary effects
A 198 (such as retroactive settlement of

connection charges)
A 198 9
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Y 018 Q2 Balance Sheet (Consolidated)
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Japan Communications Inc.

HIFO4H] RIS [EIHA
B4 5AM QZ 19/ 3HA Previous Q Previous Year, Same Q
million yen FY18 Q2 Q1 19/314 ) QtoQ Q2 184:?7352 YtoY
f)ﬁ‘,iﬂﬁlﬁ Current Assets
IREMUOFAE Cash and Equivalents 647 838 A191 1,875 Al1,227
%‘ﬁl‘ﬁ Accounts Receivable 470 506 A36 815 A 345
BmF e 136 143 AG 342 A206
ﬁﬂmﬁﬁﬁ Deferred Tax Assets - - - 52 A52
EDiRENERE Others 103 105 A2 139 A36
‘é@]%l%’lﬁ Allowance for Debt A49 A59 10 A 69 20
EIEEE Fixed Assets 272 248 23 1,405 A 1,133
BHEEERE  Tangible Asets 34 27 6 230 A196
|ICEEERE Intangible Assets 58 39 18 1,029 A971
;Eﬁ%a)ﬂﬂ Investments & Others 179 181 A2 145 34
ﬁﬂﬁﬁ Deferred Assets 9 10 Al 10 AQ
ﬁﬁég Assets Total 1,589 1,794 A204 4,571 A2,981
meEnafs Current Liabilities 965 1,002 A37 2,357 | A1,392
Eﬁl‘ﬁ Accounts Payable 336 354 A18 289 47
ﬁﬁ&"ﬂﬁ Deferred Revenue 95 89 6 90 5
fEAE Loan 23 41 A18 1,213 | A1,190
%@ﬂi‘!l)lbibﬁ{ﬁ Others 509 516 A7 764 A 255
BlE&HE Long-term Liabilities 49 56 A7 71 A22
ﬁ‘ﬁéé‘l‘ Liabilities Total 1,0 14 1,058 A44 2,429 A1,415
ﬁﬁ’& Net Assets 575 735 A160 2,142 A1,566
BEMEESEiabilities and Net Assets Total1l,589 1,794 A204 4,571 | A2,981
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FY2018 Q2 Cash Flow (Consolidated)

¥,CI

BABERR St

Japan Communications Inc.

BUMGER] AIfFREIHA
ﬁ.ﬁ'i- =yl QZ 19/33& Previous Q Previous Year, Same Q
million yen FY18 Q2 Q1 1F$1/83 QtoQ Q2 1%/1%2 YtoY
EREBHICELDIFrYS1 - JO— A133 A20 Al112 Al174 41
Cash Flow from Operations
I/EEEICLDIFrrYvSa - JO— A16 A30 13 AS57 40
Cash Flow from Investments
BBEESICLDdFvrYvSa - JO— A25 AS52 26 A165 140
Cash Flow from Financing
RERVRERSENCHRDIINEEER 3 0 2 2 1
Exchange Adjustment
RERVIREBESFVOIGRHER Al172 A102 A 69 A 395 223
Net Increase in Cash
RHERURERASMOERS 819 922 A102 1,140 A320
Cash at Beginning
RERVRASESMOMKRES 647 819 Al172 744 A97
Cash at End

11
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Issues with inter-connection fee calculation

;E, VT*SI.%E (: Fﬂ?% 2 j@ﬁ:ﬂﬁg 2 issues with inter-connection fee calculation
@ =Y RD—DD"Fv )T« "DFHEAEFTE  “ nethod or i copacity
@ ET%*EM&Td:éﬂEE@Z“ I/ Deviation of annual year which is the basis of calculation

AEWSIZER £ 2 BAIEHEZEDFICHTIRRTMARUVEEE £ 2 HE/\(ILHIZORFRBICEHT IARIENLD
From the 2"d Mobile phone opinion exchange mtg by the Fair Trade Commission and the 2"d Mobile market competitive environment
conference papers by MIC (Ministry of Internal Affairs and Communication)

Eﬁﬂ%i@’\—ZtnéfﬁE@EL\ base year diff in calculating inter-connection fee

Year ending Around
Mar 2008 Mar 2009
200843HH 20094 3AHtE 20105 2H D 2010548 ~2012838M253Y)
Negotiated in Feb 2010 | (2010FFERU20115FE)

Apr 2010 - Mar 2012

ES T Brans - 15, 20084385
[Results] used for (EHRIRR) N—=A
calculation base Presented amt calc
(Interconnection
MVNO agreement)
__________________ - $¥®1§ || . s || s '
MNO

201153/ 8M T | [SHEMHSFIREED

2012FE388D 105EE - 1B,
EERE N — 2 LU 2EEOE I /R
ZIAMESEUTER]

The “S” company case was based
on usage of FY 2010-2011

BHROFRIMLC LD, AELRSHEE
QBRI ERDEFEEDALMNEIEEEND L. Q2 (TH~9H) T

1358 HADKRMY D> =FmEuE /2D

When the discrepancy in the calculation base year is corrected, we would see a 135 mil yen cost decline in Q2 (Jul~Sept), leading to profit contribution
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Current Initiatives
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® FinTecho'Sv bJ#—/A (FPOS)

FinTech Platform

@ FEERBEIAREDLTE (u-LTE)

unlicensed-LTE
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FinTech Platform

BABEERR =1t

Japan Communications Inc.

¥Cl

BHNERET - FREIESH CTE/ZFinTechT 5w A — A

FinTech platform which we designed and developed

FPoS (Fintech Platform over SIM, T J7RKX)

2018%5H31H ERUT N EREERRD AR & IR TE
May 31, 2018 Financial Services Agency announced their support on the proof of
concept experiment
r SEIFRERS NS 1
Participant Companies
- HARBEE - BERTT
JCI Tokushlma Bank
- BFBERTT s YHR—JAT—R
Gunma Bank Money Forward
o TEEIRIT « HA)\—-Kh3ZX
- Chiba Bank Cybertrust Japan )
2018F8H~108  FABDFMEMN(CREAI DEEMRZT T
Complete the demo experiment for user convenience
2018F 12348 ERT (CRIRIREEZIRE T E

Mid December 2018

Submission of final report to FSA (Financial Service Agency)
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Proving Tests

% : ~j — E Gunma Bank, Chiba Bank, Tokushima Bank
RN AT LBHIE BRSSR(T - TERIRIT - BRI

System diagram of proving test

|
Money Forward I
NAR—ITADT—FR
Electronic signature
Smartphone via sub SIM
AX—RTA> YISIMT  transfer
BEBFELL request
_—% HRIA KR
HJSIM |=
Sub SIM w
ERITAPI
THEIT
XA > SIM Execution by
Main SIM bank API

Boalk

authentication

SRR

Certificate authority



User Experience

77 U -Cwﬁ a)lm,h Transfer flow thru App

From Money Forward app’s Enter pin code, then login From the bank’s access
home page, select bank using electronic certificate page, select transfer
O XR—=TADT—RF7JUD @ PINIO-RZAHL Q@ HRITO77 O ABENS
R—ABEICTZITEAU EFIIAZEZFA LI A ZEIRT D
HRITZEIRT D O0A4>%217>
=4 0 | & 1446 =4 i O M & 1444 = i O M & 1440
= k-4 < 1R
G, mmEen > %%.f%i&ﬁf:zf
&S 1 ¥995,000
{£FR : T1000002
=
;‘: 'ﬁ FEBIT > ) - fﬁiﬂgg
PORARDIEHDPIND-REANLT SEH5E 100
<rEL
I | s
EPRESE >
IWABHOAT |« o =
N L m
K=~ REHE (]

- FROASEERTT

@‘ : ' | < o o | < o o SELA

M BABEERR =1t

Japan Communications Inc.

After entering transfer
details, enter PWD and
execute electronic signature

@ fRARNBDAS#E
/ (XDT—RZAN L/_C
BFEREZRRITYI

=4 0 | & 1455

& NRT—KAhQ

EFEBADNRD—REANDLTEE
LY

RADRST

4 GHI JKL MNO
4 5 6

124 PQRS TUV WXYZ
] 8 5

a @ i 21
v (o] (]

o RANRC

Enter transfer details:
*Transfer destination bank
*Account number

Amount etc
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User Experience (F5HIIR)

Commercial version

BB CIIEFAASICXDREEICIA, EFEGEIZHA

In the commercial version, add biometric authentication in addition to electronic certificate authentication

authentication by
electronic certificate

BFABEIC L SR

‘il 59% m 9:33

@ PINI—I ($24#)

ZAALTLIEEY

SERRENMBE SNT
WLWB Y I SIMZE EE
S=EBIEHDPINA S

Enter PIN to activate sub SIM
that has the electronic
certificate in it

Biometric authentication

+ (BT

ERREREEITVWET
EEZEVT. BOPICERSEHEZROTI LTV

AN F S U

DEEE—EHLTWLD
C & HERR

Confirm that the face
recognition matches from

when identification was
conducted

Safe access

||~ RERTFIER

+'% 57% m 9:39

® Fros % =
| iDnFRosBank, |

REZEEH
1% 1234567

9,970,000

EEmEE

& “I=[¥] ’:‘
i T N

?

{EFREE %ﬁﬂr% A7

FPOSHEH CIRITIC
FOoteR

Access to bank via FPoS
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FinTech Platform

L AVIRTERZE - &b/ ErtES| 2 RIR

Realization of safe and secure financial transactions through smartphones

OF YN @ ANTKR ® #R1T/FinTechit¥

identification smartphones banks / Fintech companies
- BE7)LIUXL, Be
etz 5 T SIM (&8

- REICEKANERTRD Mount encrypted algorithm and o FPOSHIAHEDEFEIHE
=L Encrypted key to sub-SIM —

%DRE ° rﬁ%@'%%?iﬁﬂﬂi% (Ld:%nb\nIE%§E1T@n LM:IIE
Establish identification desks . == J o — = 25 N (l_'. }Eg_é
throughout Japan HJSIMI(CIESE > AT EL

o - (MRS vt b
QEQ-EHR%§$9$EBEJJ:/£(: v éggé'}’zﬁﬂﬁﬁﬁ Provide interface between the FPoS
v user’s authentication generated from
Ej < ZKAEEE u%?@ﬁﬁ Mount 2 eI?:‘tr?onic certificates onto their electronic certificate to the
Implement identification based on sub-SIMs: for access cert and elect sign bank’s authentication system

;Actr?nqirljgev?g’éigg gn Transfer N X?T\%ﬁj BEsSNTH = -
[ Proceee tREwmEERcs, || BIERTRILTD

® EE;?%% /ﬁo)n UIE%%% (/ \'fj:%ﬂaj‘ {iﬁ‘ﬂ%%}%ﬂj\:
EUTORAMESRZEM | Even'in case of smartphone theft, the Provide system to verify electronic

Conduct identification as a certified above loaded certificates will not be useable Signature

gi%er:::ttl?r;based on law of electronic N 7j 1) F,'ﬁ‘%%(:(j;FPOS@
SDKNUAPIZ IR

Provide the SDK and API of the FPoS to

tHe app developer

tR17/FinTechitZ2E L DEEER iTL. 201889H25H.
VIS BHENRUY1 /- b S X MEEEIRE - SRASHSTIOEARAESER

While conducting proving tests with banks and FinTech companies, on Sept 25, 2018, we agreed to established ties and JV with
Yamada Denki and Cyber Trust

19
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@ FEERBEIAREDLTE (u-LTE)

unlicensed-LTE
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License granted to experiment in the US

20185F8A3H KET{EMAY SERRREF LFA—DEBREFECHITS
RERRRTZ71IVS > RTINS
LIS > RTRELRER

Aug 3, 2018: License granted in Ireland to experiment in the same frequency band as the approved wireless frequency
band in the US

20184 8A31H KETLTEEREXFE (150MHz) DEREFRIZENS
(9A10H~2019%F2A16HX C{EAD])

Aug 31, 2018: License granted in the US to use the LTE frequency band (150MHz) (valid 9/10/2018-2/16/2019)

H

Japan

AR

LTE base station

KEFEHTI/IN—AT 1 X

US subsidiary Denver office
< BARBEE RRATA R
JCI Tokyo office




u-LTE (B7 vs. XKEH) WC ExaEtate

. sXGP CBRS
v Sterie (TD-LTE) (Citizens Broadband Radio Service)
i 2017.10.1 KD 0JEE 2019F#J58. BAREH=NDIRIA
Schedule Spectrum available from 2017.10.1 Will be commercially available in early 2019
=13 150MHz @ 3.5GHz
H,&fpiectrum >MHz @ 1.9GHz (3550MHz~3700MHz)
Hith5 AFH] H— E X C I EATEE]
Base Station Available today Will be available at the service start
I 3 AT B — E XSGR (C(EATFEE]
Terminal Available today Will be available at the service start
%114 S5MHz W& 5MHz bandwidth HIFIIR L No limitation
. DECTED = U7 YT (K COCBRSBELRIEICEF
HIEEHON onfiict wi JCI focuses on CBRS business development
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JCI'’s Mission

Secure & Reliable
Transportation of Data

B - ZIMMCT—H & iEMN



FinTech

MediTech

BEZSIMTi5

Kakuyasu SIM Market

8

MNO&EMVNOMNRLEEICHEY HE

Growth seen in both MNO and MVNO
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