Today, we will be discussing the first quarter financial results for the fiscal year ending
December 31, 2022.

As announced in February this year, the accounting standard for revenue recognition has
applied from FY2022.
Accordingly, the results for FY2021 in this document have been replaced by the results
using the same accounting standards as those for FY2022.
Please note that the results, increase and decrease amounts, and percentage increases
and decreases for the previous period shown in the summary of financial results will differ
from these figures.
Please understand that this document is a comparison of actual results, converted to
match the accounting standards from the current fiscal year.

In the cosmetics market as a whole, the domestic market was on a recovery trend at the
beginning of the year, but due to the spread of the Omicron variant, the market has been
slowing down, and the results for the first quarter were generally the same as the
previous year.
In overseas markets, China and Hong Kong continue to face uncertainties due to the
lockdowns. For the Chinese market, we will continue to monitor the business environment
and economic trends closely, even though our medium- to long-term prospects for it stay
as a growth market.
Under these circumstances, the Group experienced declines in both revenue and income,
impacted by the struggling POLA brand due to the stagnant recovery of the domestic
storefront business as well as the planned suppression on shipments to the overseas
duty-free stores.
ORBIS maintained the same level of growth as the previous year, and its e-commerce
channel returned to a growth trajectory and secured double-digit growth in profit.
In addition, losses were ameliorated for Jurlique with increased revenue. Revenue and
income increased for all brands except POLA, slightly exceeding the plan.

Next, the Consolidated P&L.
Consolidated net sales were down about 12%, or JPY5.1 billion, due to the decrease in
POLA's revenue.
Although gross profit decreased by JPY4.8 billion due to the decrease in income, we were
able to ensure that our operating income decreased by JPY2.1 billion to JPY1.9 billion
due to a reduction in variable costs such as sales commissions and outsourcing fees, as
well as a reduction in fixed costs, mainly sales-related expenses.
Regarding the operating income, the situation is generally in line with the plan we made at
the beginning of the fiscal year.

Ordinary income was JPY4.1 billion, with JPY2.3 billion recorded due to foreign exchange
gains from yen depreciation.
The income tax expense will decrease by approximately JPY4.5 billion. This is in
accordance with the tax effects associated with the loss determined as a result of the
dissolution and liquidation of H2O PLUS, as announced in today's timely disclosure. As a
result, net profit for the quarter was approximately JPY7.2 billion, an increase of 90% over
the same period last year.

This page shows the factors impacting profit increase or decrease attributable to owners
of parent.
As you can see, due to the decrease in income taxes resulting from the liquidation of H2O
PLUS, net profit for the quarter increased by JPY3.4 billion YoY.

Here are the segment results.
Next, please see page nine.

Here are the results by brands. POLA's revenue and income declined.
ORBIS had a slight decline in revenue, but considering the domestic market environment
in the first quarter, we believe that this was the result of a healthy performance.
The following pages will provide detailed explanations of the situation for each brand.

For POLA, the results were worse than expected due to the restrictions on sales activities
of consignment sellers and the sluggish acquisition of new customers, which has
continued since last year and has affected the number of customers for the current fiscal
year.
In the overseas business, we struggled in China, a growth driver, especially in the
storefront business segment, impacted by the Zero-COVID policy to curb human flow and
restrictions on entry to department stores.
As announced in the guidance, sales in the overseas stores decreased by 48% due to the
planned suppression on shipments to the overseas duty-free stores for the purpose of
addressing the C2C market.
However, in terms of overseas sales, excluding this shipment suppression, it was a
negative 13% compared to the same period last year.

ORBIS focused its web marketing efforts on ORBIS U. and so-called special care
products, such as skin brightening products.
As a result, revenue in the skincare category in particular increased and, the unit price per
customer improved significantly. We can say that the customer structure is shifting to
customers with whom we can expect to have a high lifetime value.
For the current fiscal year, we intend to bottom out the decline in the number of customers
and achieve a strong turnaround in revenue growth.
Operating income increased by 27%. The operating margin recovered to 16%.

Jurlique experienced high growth both offline and online, despite temporary closures and
shortened hours at some stores in China.
Losses are also improving as planned.

Regarding H2O PLUS, the dissolution and liquidation of H2O PLUS was resolved at
today's Board of Directors meeting as announced.
Since joining the Group in 2011, H2O PLUS has been expanding mainly in the United
States.
However, the Company's performance in recent years has continued to fall short of the
plan. In light of the business portfolio reforms in the newly initiated long-term
management plan, we have determined that it is difficult to identify any advantages in
continuing this business in the future.
The contract with the supplier in the US is expected to be completed in FY2023, which is
the timing of the fulfillment of the liquidation, but in reality, the business will be terminated
in this current fiscal term.
As for the financial impact caused by this decision, the extraordinary loss will be
approximately JPY200 million, the decrease in income taxes will be approximately JPY4.5
billion, and the impact on net income will be a positive JPY4.3 billion.

For brands under development, revenue from THREE declined due to the suspension of
its e-commerce site, but ACRO as a whole posted an increase in income due to the
rationalization of new brands.
DECENCIA will continue to strive for quality customer structure, control costs by
balancing the unit price per new customer and the number of new customers, resulting in
an increase in income.
Although the overall income of brands under development decreased, this is because
tricot, Inc. had not yet entered the consolidation phase for the previous year’s first quarter;
therefore, if we excluded tricot, the actual income increase would be JPY150 million.

Regarding the full-year earnings forecast for the current fiscal year, we reflected the
impact of the dissolution of H2O PLUS, profit has been revised upward by JPY4.3 billion
from the previous forecast. The separate timely disclosure on this upward revision
released today.

From here, I will explain our future initiatives.

The POLA brand will introduce a new product, B.A Lotion Immerse, for the B.A series.
This is a product that will be developed into a hero product of the top brand and will be the
centerpiece of the first half of this fiscal year. Specifically, as part of the campaign to
experience B.A lotion Immerse, customer contact points centered on communication
through social media will be intensively implemented from March to May. This will promote
actively acquiring new customers as well as existing customers.
In addition, we will launch a kit in the White Shot series for brightening, which is
experiencing a strong seasonal demand.
For our overseas business, we provide social media-based counseling, and plan to start
expanding into new platforms for live commerce, as the lockdowns in China continue.
We would like to strengthen our online contact points even more than before and aim for a
digital development with a sense of richness that is unique to differentiate it from an ecommerce site whose purpose is for purchases only.
As for the ORBIS brand, we launched a new product called CLEARFUL in order to expand
our target in the sensitive skin markets, which is valuable growth areas.
We will promote skincare products on the e-commerce channel and continue to improve the
unit price per customer.
In China, we will expand our business using Douyin. We are planning to expand the area of
offline distribution for the time being, but in the future, we would like to consider offline
events and other hands-on promotions in these areas.

As for Jurlique brand, a new brand strategy was launched in 2021, and consistent brand
communication has been successful. The Company will strengthen its face care products
to establish recognition as a holistic skincare brand and improve its lifetime value, and
aim for a decrease in losses.
We would like to apologize once again to our customers and stakeholders for the concern
and inconvenience caused by the long suspension of our e-commerce site for THREE,
the brand under development.
We reopened the e-commerce site on April 21. Going forward, we aim to maximize sales,
especially at per store, while improving the efficiency of offline stores. In addition, we
intend to expand our online business through both our own e-commerce site and external
e-commerce sites.
And tricot, which is developing FUJIMI, is growing at a steady pace, with monthly sales
exceeding JPY200 million in March.
It is making progress in new customers sales by introducing protein products, and
exceeding our plan. We will aim at cross-selling by existing supplements and new
products in the future.
This is the end of the explanation.

