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. Disclaimer Regarding Forward-looking Statements Misource

. This report contains estimates and forecasts pertaining to the future plans and business results of the Insource Group (Insource Co., Ltd
and our group companies). Such statements are based on information available at the time of the report’s production and based on
potential risks and uncertainties. Actual results may differ materially from estimates and forecasts contained herein.

. Unless otherwise noted, financial statements contained herein are presented in accordance with generally accepted accounting
principles in Japan.

. The Group assumes no obligation to update or revise any forward-looking statements to reflect events or circumstances after the date
on which the statements are made or to reflect new information, changes in our expectations or the occurrence of anticipated or
unanticipated events or circumstances.

. Information in this report regarding companies other than the Group is quoted from public and other sources. We do not guarantee the
accuracy of this information.

. This report does not constitute an invitation or solicitation of an offer to subscribe for or purchase any securities (herein referred to as
“solicitation activities”) and neither this report nor anything contained herein shall form the basis for any contract or commitment
whatsoever.

Copyright © Insource Co., Ltd. All rights reserved.
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Chap. 01 FY18 Consolidated Financial Results &
FY19 Forecasts
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FY18 Consolidated Financial Highlights isource

1Q-4Q(18.10-19.9)

M Net Sales:
Increased by 23.6% (+1,071 million yen) YOY to 5,608 million yen.

The breakdown consists of 3,279 million yen (+16.0%) for On-Site Training,
1,527 million yen (+30.9%) for Open Seminars and 801 million yen (+47.9%) for Other Businesses.

M Gross profit:
Increased by 27.9% (+862 million yen) YOY to 3,959 million yen.

Gross profit margin increased by 2.3 points YOY to 70.6% thanks to profitability improvement of
Other Businesses.

M Operating profit:
Increased by 39.0% (+365 million yen) YOY to 1,303 million yen.

SG&A ratio decreased thanks to company-wide productivity improvement activities and system
implementation. Operating profit margin increased by 2.5 points YOY to 23.2%.

4Q(19.7-19.9)

B Net sales increased by 30.5% (379 million yen) YOY to 1,621 million yen.
Gross profit margin also increased across our businesses by 4.9 points YOY to 71.9%.
Moreover, Operating profit margin increased by 2.7 points YOY to 22.1%.

Copyright © Insource Co., Ltd. All rights reserved.



Consolidated Profit & Loss Statement (D (Overview)

Misource

M Net sales increased by 23.6% to 5,608 million yen, which achieved the original

consolidated forecasts for the full Yealr (announced on November 9, 2018. 5,600 million yen).
M Operating profit margin increased by 2.5 points YOY to 23.2%.

FY18
(Actual)

FY16 FY17

(Actual) (Actual)
Net sales 3,585 4,536
(YOY: mil yen) (+669) (+951)
Gross profit 2;403 35096
(YOY: mil yen) (+461) (+693)
(Gross profit margin) (67.0%) (68.3%)
Operating profit 592 937
(YOY: mil yen) (+131) (+345)
(Operating profit margin) (16.5%) (20.7%)
Ordinary profit 608 933
(YOY: mil yen) (+155) (+325)
Net profit 412 635
(YOY: mil yen) (+114) (+222)

5,608

(+1,071)

3,959

(+862)
(70.6%)

1,303
(+365)
(23.2%)

1,298

(+364)

835

(+200)

YOY

+23.6%

+27.9%

(+2.3p)

+39.0%

(+2.5p)

+39.0%

+31.5%

Copyright © Insource Co., Ltd. All rights reserve

Unit: million yen

FY19

(Forecast)

6,800

(+1,191)

4,800
(+840)
(70.6%)

1,520
(+216)
(22.4%)

1,515

(+216)

1,000

(+164)



Net Sales & Gross Profit (by business)

Misource

FY16 FY17
(Actual) (Actual)
Net sales 3,585 4,536
Whole (YOY: mil yen) (+669) (+#951)
Business  Gross profit 2,403 3,096
(Gross profit margin) (67.0%) (68.3%)
Net sales 2,372 2,827
. > mil

On-Site (YOY: mil yen) (+302) (+455)
Training Gross profit 1,700 2,013
(Gross profit margin) (71.7%) (71.2%)
Net sales 897 1,166
(YOY: mil yen) (+246) (+269)

Open _
Seminars  Gross profit 554 773
(Gross profit margin) (61.8%) (66.3%)
Net sales 315 541
Other (YOY: mil yen) (+120) (+226)
BUSINESSES 1 ss profit 148 309
(Gross profit margin) (47.0%) (57.1%)

* QOur gross profits by business were not audited by Ernst & Young ShinNihon LLC.

5,608

(+1,071)
3,959
(70.6%)

3,279

(+451)

2,341

(71.4%)

1,527

(+360)

1,011

(66.2%)

801

(+259)

605

(75.5%)

FY18
(Actual) YOY

+23.6%
+27.9%

(+2.3p)

+16.0%
+16.3%

(+0.2p)

+30.9%
+30.8%

(A0.1p)

+47.9%
+95.5%

(+18.4p)

Unit: million yen

FY19

(Forecast)

6,800

(+1,191)
4,800

(70.6%)

3,720

(+440)

2,670

(71.8%)

1,950

(+422)

1,280

(65.6%)

--------------------------------------------------------------------------------------------------------------------------------------

1,130

(+328)

850

(75.2%)

Copyright © Insource Co., Ltd. All rights reserved. 6



Sales Composition Ratio by Business Hilsource

Unit: million yen

Sales composition B On-Site Training @ Open Seminars M Other Businesses % represents composition ratio

ratio by business

5,608

aszc R

1,527

m =
2,827 3,279
’

FY18

Unit; million yen
% represents composition ratio

Composition ratioof | H1Q H2Q H3Q H4Q
sales by quarter

FY18 Composition rate 23.1% 22.5% 25.5% 28.9% 5,608
FY17 Composition rate 23.3% 22.4% 26.9% 27.4% | 4,536
FY16 Composition rate m 21.5% 27.0% 26.9% 3,585

Copyright © Insource Co., Ltd. All rights reserved.




Training Business (On-Site Training & Open Seminars)

Misource

Highlights

- Net Sales for On-Site Training increased by 16.0% due to increased number of
business sites and personnel. Net sales for Open Seminars increased by 30.9% due to
expansion of the classrooms during 1Q-2Q.

- Sales growth rate for 3 sectors of
private industries which occupy
top Net sales (Manufacturing,
Telecommunications/ IT services,
Construction/Real state) increased
by more than 20% respectively.

- Full-year Net sales of

which occupies 17.9%, continue to
grow,

Government/Public administrations,

Sales distribution ratio by industry in Training Business

M Others 5.3%
M Transportation/Warehouse 1.1% Utility Service 0.4% Sales growth

M Logistics/ Trading 2. 8‘V rate +26 6%
M Health/Medical 4.1% \‘a I Manufacturing
M Finance/Banking Sales growth
[ | SerV|ce/Hosp|taI|t i

M Government/Public

administrations
Sales growth

rate +28.0%

I Educational Services/
Academic institution

Sales growth
rate +22.0%

M Telecommunications

M Construction/Real state /1T services

Services

- Trainings for new employees (+19.1%) and OJT trainings (+23.8%) are highly demanded.

- Trainings for risk management/compliance/harassment prevention (+38.1%) and
IT workshops (+58.1%) increased significantly.

Area

Akasaka (opened in July 2019).

- Sales in Kanto area significantly increased thanks to opening new business sites
such as Makuhari, Urawa (opened in September 2018), Tsuchiura (opened in May 2019),

* The figures above show preliminary figures on our On-Site Training and Open Seminars.
* Figures above in parentheses indicate changes from the previous fiscal year.

Copyright © Insource Co., Ltd. All rights reserved.




E Other Businesses Msource

Highlights

IT Services

e-Learning/
Video
production

Consulting

service

-Sales of Other Businesses increased by 47.9% YOY.
Gross profit increased largely by 95.5% YOY.

- More and more organizations are subscribing to monthly-payment services
(subscription model), such as “Leaf” and “STUDIO”.

“Leaf” earns revenue from monthly subscription fees (subscription model) and

customization fees (direct-selling model) and both increased.

- The number of “Leaf” subscribers (organizations) substantially increased

by 70 YOY to 162 (subscription model).

-e-Learning and video production services are offered by Mitemo CO., Ltd.,

our group company. Their sales consist of monthly-payment (subscription
model) and direct-selling model, and both models saw the sales increase.

- The number of active subscription I1Ds for cloud-based e-Learning system

“STUDIO” (monthly-payment (subscription model)) increased to 5,982 YOY.

- Sales decreased because we are currently shifting to more profitable

assessment services, while reducing unprofitable services such as support
service for establishing personnel appraisal.

* As of the end of September 2019 * Our gross profit margins by business were not audited by Ernst & Young ShinNihon LLC.

Copyright © Insource Co., Ltd. All rights reserved.




- - * Transiti f fit :
Consolidated Profit & Loss Statement@)  -resdon of sotampenses IASOUICE

Unit: million yen

Transition of
FY16 FY17 FY17vs. FY18 FY19

gross profit FY18
(Actual) (Actual) (Actual) Changes  YOY (Forecast)

Net sales 3,585 4,536 5,608 +1,071 +23.6% 6,800_
Gross profit 2,403 3,096 +862 +27.9% 4,800

Gross profit 67.0% 68.3% +2.3p - 70.6% _

margin

Breakdown of
SG&A

B While wages and recruiting costs increased in FY18, SG&A expense ratio improved thanks to productivity improvement

brought by business efficiency. In FY19, it is estimated to rise by 0.8 points YOY due to increased personal expenses.
FY16 FY17 FY18 FY17 vs. FY18 FY19
(Actual)

(Actual) (Actual) Changes ~ YOY (Forecast) .
omos 1,385 1,662 y V.54 +384 +23.2% 2,500
(Total personnel (+38.6%) (+36.6%) (+36.5%) (+36.8%)
expenses rate)
Rent expenses 107 120 126 +95 +4.8% 130
onege Yot 102 130 O +49 +38.1% 220
Other expenses 215 245 301 +56 1+23.0% 430 _

It 1,811 2,158

AL 1496 +23.0% 3,280
(SG&A expense ratio) (50.5%) (47.6%) (47.4%) - - (48.2%)

* Total personnel expenses include wages, recruitment, training, and benefit expenses.

Copyright © Insource Co., Ltd. All rights reserved. 1 0



a Consolidated Balance Sheet

Misource

M There were upsurge in cash after having recorded profit, despite of investments in securities, dividend

distribution and acquisition of treasury share.
M Fixed assets increased due to investments in securities and increased deferred tax asset.
M Current liabilities increased due to increased arrearage as well as income taxes payable.

Unit: million yen

FY17vs. FY18

FY16 FY17 FY18
(Actual) (Actual) Changes  YOY
Current assets 1 ,941 3,420 +730 +21.4%
Fixed assets 402 539 +267 +49.5%
Total assets 2,343 3,959 +997 +25.2%
Current
liabilities 808 979 +807 +82.5%
Fixed liabilities 98 89 A2 A3.1%
Net assets 1 ,436 2,889 +192 +6.7%
Total liabilities
and net assets 2’343 3’959 +997 +25.2%

Copyright © Insource Co., Ltd. All rights reserved. 1 1



n Consolidated Cash Flow

Misource

M Cash flow from operating activities increased after having recorded profit. Unit: million yen
Cash flow from financing activities decreased due to dividend distributions and

acquisition of treasury share.

FY18
(Actual)

FY16 FY17

(Actual) (Actual)
Cash flow from
operating activities 578 75 1
Cash flow from
Investing activities A 8 A 1 47
Cash flow from
financing activities A 3 1 4 804
Translation differences
on cash and cash 1 0
equivalents
Changes in cash and 257 1 409
cash equivalents )
Cash and cash
equivalents at beginning 1 ,1 59 1 ,41 6
of period
Cash and cash
equivalents at end of 1 ,41 6 2,825

period

Copyright © Insource Co., Ltd. All rights reserved.
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I Fyis:kpis

Misource

End of FY 17
(Actual)

Total number of business sites

Total number of organizations
subscribing to WEBIinsource

Total number of content types
for On-site training programs

Total number of content types
for Open seminars

Total number of permanent
classrooms

Total number of webpages

The number of Web Sessions
(unit: thousand times)

20
8,564
2,582
2,292

32

11,341

KPI’s Point

Business Sites

End of FY18 (Actual)
(End of FY17 vs. end of FY18)

22

(+2)

11,335

(+2,771)

2,821

(+239)

2,589

(+297)

41

(+9)

14,171

(+2,830)

1,712

End of FY19

(Target)
(End of FY18 vs. end of FY19)

25

(+3)

13,750

(+2,415)

3,140

(+319)

2,890

(+301)

48

(+7)

17,180

(+3,009)

2,062

(+350)

We achieved our goal to have 22 business sites by opening new offices in Okayama and

Akasaka in July, 2019.

WEBIinsource

The number changed steadily and we met our FY 18 target to reach “11,000 organizations”.

Contents

Serialized contents have been developed to aim for step-ups.

Web Sessions

Because there is no correlation between the number of webpages ranked No.1 on Google Search and

sales figures, we set new KPI that shows the number of visits to our webpages.

Copyright © Insource Co., Ltd. All rights reserved.
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FY18__The Number of Employees Msource
B We continue to enhance the recruitment of personnel. Additionaly, we are encouraging

all employees to be competent in IT knowledge and skills in order to improve productivity.
End of FY 18 End of FY19

End of FY 17
(Actual) (Actual) (Target)
(End of FY17 vs. end of FY18) (End of FY18 vs. End of FY19)
Total number of employees 379 443 520
- DRy (+64) (+77)
Number of full-time employees 249 296 350
(+47) (+54)
Number of 130 147 170
(+17) (+23)

part-time employees

Transition of
quarterly number M Full-timers M Part-timers 520

of employees
443
379 —

g
- 22 new recruits
in April 2019

End of FY17 End of FY18 End of FY19
(Actual) (Target)

(Actual)
Copyright © Insource Co., Ltd. All rights reserved.




. Misource

Chap. 02 Mid-Term Management Plan, “Road to Next 2022

Copyright © Insource Co., Ltd. All rights reserved.
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External Environment Analysis - We have large potential to grow fMiisource

1. Needs for career development education continue, and the market is also expected to grow

D The unemployment rate is 2.4% *! in FY 18 (October 2018 to September 2019), and many
companies are trying to solve organizational problems through educational trainings as

measures to labor shortages
ex. Time management, IT skills (train employees to utilize AI/RPA)

D Needs to solve new social problems through educational trainings have increased
ex. Compliance, harassment prevention, enhancing diversity, recurrent education

2. Training industry market is huge, seen from our market share

. . 0 M Market Share o) t sales of
p Itis egtlmated tht we have abou_t 1.4_% market Tota vearly scenses Z Cur net sales 0
share in the training industry, which is relatively low. organizations outsourced
training programs 5.6 billion yen
(Off-JT programs): (1_ 4%)
3. Some elements that may influence the FY19 performance | about 391.9 bittion yen-

D There are some elements that may influence our job performance, such as a possibility of
economic downturn and holding the Tokyo 2020 Olympic and Paralympic Games.

- To deal with the market growth, we continue developing contents

- To increase our market share, we will expand business sites and Seminar classrooms

- Despite uncertain elements that may affect our job performance temporarily, we will
continue increasing manpower and system investment.

*1 Source: “Labor Force Survey” by Statistics Bureau, Ministry of Internal Affairs and Communications

*2 This figure is calculated based on Basic Survey of Human Resources Development issued in 2018 and Labor Force Survey issued in 2018 by Ministry of Health, Labour and Welfare
*3 Our net sales: FY18 consolidated net sales (Actual)

Copyright © Insource Co., Ltd. All rights reserved. 1 6



Internal Environment Analysis — Issues to address and Next actions D [ilsource

Issues

1.Increase both the number of

clients and unit price

It is necessary to realize the followings

simultaneously.

- To increase the number of corporate clients

- To boost unit price per organization and per
attendee

2. Accelerate growth cycle

In order to achieve our Mid-Term Management
Plan, it is urgent to have sustainable growth in
training businesses and expand the other businesses.

»

»

1. Enhance client base and strengthen

more “set” plans (combined services)
(1) Keep increasing the number of WEBInsource
subscribers.
(2) Continue developing training contents.
(3) Strengthen ““set” sales in various services.
(4) Offer suggestions tailored to every single attendee.

2. Enhance further investment and

organizational structures

(1) Invest in new businesses such as staffing and
recruitment services.

(2) Increase investment in promising IT services
such as Leaf.

(3) Establish the organizational structures which can deal
with changes caused by external economic
environments speedily and maintain its structures.

Copyright © Insource Co., Ltd. All rights reserved. 1 7



Internal Environment Analysis — Issues to address and Next actions @ Msource

Issues

3. Enhance recruitment

We are facing labor shortages in all job functions
which are essential for growth, especially severe
understaffing of sales personnel and system
engineers (SE).

»

4. Enhance opening business sites »

We are considering opening more business sites,
but we lack of potential area managers and sales
representatives .

3. Promote diverse recruitment and

have employees learn IT skills
(1) Enhance mid-career recruiting
- make use of staffing services offered by our group company
“Rashiku Corporation” and recruit employees with passion.
(2) Have employees adopt IT skills and technologies
- encourage to change job functions from others to SEs
by in-house education.
- make it compulsory to take IT education to improve productivity
(3) Enhance recruits of “Area Sales Representatives”* and seniors
- recruit skilled employees who have time constraint such as
parenting. By limiting their job function and where they
work, they will become a substantial part of workforce.

4. Strengthen personnel selection and our support

towards business sites
Promote motivated younger employees to be area managers
Utilize “Area Sales Representatives” and strengthen marketing
activities
Strengthen system to support business sites by Head Office

(1)
()

(3)

*Usually they are part-timers whose jobs are limited by job functions and
where they work.
18

Copyright © Insource Co., Ltd. All rights reserved.



Management Policy for FY21 Msource

1. Developing with Speed and Concentration

) As for current businesses, we aim for steady growth by promoting sales increase and
business improvement in parallel.

P We boost new businesses development with “speed and concentration”* by adopting
OODA model.

2. Diverse Workforce
— Diversity accelerates business expansion and new business development
D Employees with various characteristics achieve high-quality results by working
together.
) Additionally, using Al/IT technologies will lead to increasing business efficiency.
We will develop contents and expand business by maintaining and enlarging diverse
workforce in the organization.

3. Continuing ESG Management

D We contribute to society by expanding business and sales since our business itself is
deeply related to solving social problems.

p We disclose non-financial information actively and ensure highly transparent
management.

* We reallocate our resources in the organization speedily and concentrate staff on divisions which contribute to sales and growth.
Copyright © Insource Co., Ltd. All rights reserved. 1 9



Speed and Concentration — Adopting OODA Model [source

B Promoting business by utilizing OODA Model
(DShare the information company-wide with IT system

@Al employees break down performance targets into action levels and set KPIs PLAN
@Brush up their own weekly action plans -Mid-Term
@WVarious employees in each section promote business projects for sales Management Plan,
/ “Road to Next 2022”
4 Insource is incorporating the essence of
*What is OODA Loop? OODA Loop into its training programs.
OODA Loop is a simple practical framework inspired by US Marine
Corps’ decision-making process. By practicing OODA Loop, you can
deal flexibly with changing situations at high speed. / i
DO : Practice OODA Loop

Changing

situation

Changing
situation
__

Observe

Lk

A= P
-
CD

Act
R1T

OODA Loop /

ﬁl"lﬂ(v‘!‘ Act A—P
Declde iﬁ }3..0‘

- — (s
sifuation L
Orient Orient
St

Decide |

[ OODA Loop I [ OODA Loop |

By flexibly changing the strategy depending on situations with “speed and

concentration”, we securely achieve our business goals.

Copyright © Insource Co., Ltd. All rights reserved.
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) Diverse Workforce Misource

B Ratio of female employees in managerial positions: 26.3%
Employment rate of the handicapped: 3.0%

Female employees

Total number

Ratio of female
employees in managerial
positions:

of employees
7

Total number 14.9% ~
of managerial

(2019; Source: The Gender Equality
/I Bureau of the Cabinet Office)

positions

(as of the end of September 2019 (consolidated))

Foreign Seni 10
nationals ) egllogg Handicapped Handicapped employment rate:
: agea over
B ; 3.0. =
Now actively recruiting more Legal employment rate: 2.2%
seniors - Actual employment rate: 2.05%

(Source: Ministry of Health, Labour and Welfare
“ 2018 Handicapped Persons' Employment Status)

Workforce by job function: Insource consists of highly qualified, diverse specialists.

Content 118 Sales 140 IT Engineers 62 BrEstire 15

Creators Representatives
Digital Al /RPA Network security
marketers 21 Engineers 11 professionals 1

*1 Administrative and managerial workers include board members, managers or above, administrative civil servants.
*2 Directors, auditors and corporate officers are excluded. *3 Non-consolidated (Insource only)
*4 “Foreign nationals” refers to employees with foreign nationalities. This includes naturalized Japanese. Copyright © Insource Co., Ltd. All rights reserved.



Strengthening change management

Misource

B Our business goals are to provide solutions to social issues with everyone engaged in work

peveiopment GCIALS

G0OD HEALTH gmm
AND WELL-BEING AND INRASTRUCTURE
el &
4 B 10 Seaiives
. -
hdl =)
v

17 s

s DECENT WORK AND
ECONOMIC GROWTH

o

- Implementing career development education Annual total number of

trainings conducted:

23,988 e

* October 2018 — September 2019

3 types

* As of the end of September 2019

co-sponsor World Grand Prix/ participation as volunteers
* September 2019

Total number of
training contents

- Developing recurrent education contents
- Sponsoring Japan Blind Football Association

- Enhancing diversities

] The number of employees Female 245 Seniors1 4
(Female employees/ seniors (aged over 60))

*As of the end of September 2019

5 fain

Governance

- Active sales promotion of trainings related to

compliance and e-learning courseware
Compliance, private information protection act, labor

Total number of
training contents

54 types

* As of the end of September 2019

gl management, subcontracting act, copyright act, introduction to e-Learning 1Z:fi:£ii§:l contents
information security, risk management, etc. ptember 2019
o - Active disclosure of non-financial information on a monthly basis
_¥_i I Newly developed training programs Ml No. of Open Seminar attendees Ml No. of Leaf monthly paying subscribers (organizations)
B No. of on-site trainings conducted M No. of WEBinsource subscribers Il no. of organizations implementing Stress Check Support Service
e
©

- Company-wide power saving / LED installation

Copyright © Insource Co., Ltd. All rights reserved. 22



E Mid-Term Management Plan Numerical Targets Hilsource

M Insource will aim at a CAGR of 20% between FY19 and FY21.
M In FY21, Insource will aim at an increase of sales to 10,000 million yen and
operating profit to 2,210 million yen.

FY18 FY19 FY20
(Actual) (Forecast) <Target>

Net sales 5,608 6,800 8,300
(YOY: mil yen) (+1,072) (+1,191) (+1,500)
Gross profit 3,959 4,800 5,870
(YOY: mil yen) (+862) (+840) (+1,070)
Operating
orofit 1,303 1,520 1,840
(YOY: mil yen) (+365) (+216) (+320)
(Gross profit margin) (23.2%) (22.4%) (22.2%)
Net profit
et profi 835 1,000 1,230

(+200) (+164) (+230)

FY21
<Target>

10,000

(+1,700)

7,230

(+1,360)

2,210

(+370)
(22.1%)

1,470

(+240)

CAGR
FY19-FY21

+21.3%

+22.2%

+19.3%

+20.7%

Copyright © Insource Co., Ltd. All rights reserved.



I Implementing management policy(D - Enhancing client base filsource

Opening more business sites and Open-Seminars classrooms nationwide
and enhance approaching clients.
» Aim to open business site in each area with the population of 3 million.

FY21
| FY20
| FY19 =renee Enhagce client
Open more business approaching ds€
FY18 sites and classrooms clients
Total number of 22 (Actual) 25 (Target) 28 (Target) 31 (Target)
business sites
Total number of 41 (Actual) 48 (Target) 55 (Target) 62 (Target)

classrooms

Total number of sales 440 (Actual) 155 (Target) 185 (Target) 215 (Target)

representatives

Total number of 443 (Actual) 520 (Target) 610 (Target) 700 (Target)

employees

The number of
WEBinsource 11 ’335 1 3’750 1 6,1 50 1 8;550
Subscribers (Actual) (Target) (Target) (Target)

(Organlzatlons) Copyright © Insource Co., Ltd. All rights reserved.



BT Implementing management policy @ - Expand content lineuplfilsource

Continue developing new contents and promote serializing and training

programs “set” plans.

FY21

FY20
I Enhance both
I FY19 Expand sales of new and
. .- comprehensive human ——
FY18 Serialize popular resource development existing
programs programs contents
Expand Sales promotion of IT training package O
training
content Expand training/workshop lineup PY
Iineup (by serializing training programs)
Upgrade comprehensive human
resource development programs ®
(such as combining assessment and training)
Number of Open-
S:nr:nzrrsocon?eer?ts 2,589(Actual) 2,890(Target) 3, 190 (Target) 3,490(Target)
Enhance Leaf = Reduce more personnel task by introducing RPA ®
Services Improve data efficiency o
Expand 307 Actua) 380 (Target) 470 (Target) 570 (Target)
e-Learning
Contents

Copyright © Insource Co., Ltd. All rights reserved.
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. Misource

Chap. 03 Capital Policy & Shareholder Returns

Copyright © Insource Co., Ltd. All rights reserved.
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Capital Policy [source

1. Cash and deposit that Insource possess
D Utilize mainly as growth capital for new businesses.
- We plan to utilize it as necessary investment funds over the medium-to-long term.

2. Fund Raising

P When fund raising is required due to major system investments or M&A, we will carry
out the most suited financial strategy based on capital costs.

3. Dividends

D Dividend payout ratio is targeted at around 40%, and we make sure that our shareholders
support us for many years to come.

Copyright © Insource Co., Ltd. All rights reserved. 27



Shareholder Return Policy fMlsource

We will continue to achieve stable performance-linked payout ratio of 40 percent to
make sure that our shareholders support us for many years to come.

FY17 FY18 FY19
(Actual) (Estimate) (Forecast)

Dividend per share 12 yen 00 sen

(after stock split) (9 yen 60 sen) (RYCHNOORI 18 yen 50 sen
Total dividends 201 million yen 336 million yen —
Olvidend payout 31.2% 40.3% 39.4%

*As of September 1, 2019, we conducted the stock split by ratio of 1.25 per our common domestic share.
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Misource

<Reference 1> 4Q FY18 (19.7-19.9) Details by Business
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Whole/Training Business Net Sales & Gross Profit 4Q (19.7-19.9) Misource

FY17
(Actual) 1Q 2Q

FY18 (Actual)

< I

Net Sales
Whole (YOY)
Business

Gross profit

(Gross profit margin)

Net Sales
On-Site (YOY)
Training

Gross profit

(Gross profit margin)

Net Sales
Open (YOY)
Seminars

Gross profit

(Gross profit margin)

4,536 1,294 1,261 1,430

(+238) (+243)

(+210)

3,096 895 885 1,012

(68.3%) (69.2%) (70.2%)

(70.8%)

853 628
(+121)  (+84)

2,827

2,013 609 453

(71.2%) (71.3%) (72.2%)
313 313

1,166 (+61)  (+69)
773 195 192

(66.3%) (62.4%) (61.3%)

862

(+104)

620

(71.9%)

444
(+100)

302

(68.2%)

* QOur gross profits by business were not audited by Ernst & Young ShinNihon LLC

1,165| +40.0%

(71.9%)

(70.5%)

320 +44.5%

(70.5%)
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Full Year

5,608

(+1,071)

3,959

(70.6%)

3,279

(+451)

2,341

(71.4%)

1,527

(+360)

1,011

(66.2%)

Unit: million yen

FY19 Forecast

6,800

(+1,191)

4,800

(70.6%)

3,720

(+440)

2,670

(71.8%)

1,950

(+422)

1,280

(65.6%)



On-Site Training KP1_4Q(19.7-19.9) Misource

Il Average unit prices for private companies and public offices increased, so did the overall average
unit price by 11,100 yen to 229,200 yen

FY18 (Actual)
Fy 17 ‘ FY19
(Actual) 1Q 2Q 3Q 4Q Full-year Target

ralmer - 43,461 4,075 2,778 3,946 BNyl R b E: R

of trainings
conducted
(times)

(YOY) (+1,841) (+529) (+241) (+202) (+440) (+1,412) (+1,127)

14,873 16,000

A
Unemice  210.0 209.6 226.3 218.7 BPYLWIEPED 220.5 232.5

(Thousand yen)

__(vov) — (+3.0) (+11.9) (+16.1) (+10.5) (+12.0) _

FY18 (Actual)
FY 17 ‘ “v1g
(Actual) |Endof1Q Endof2Q End of 3Q [REULKUELE. end of 4Q Full-year Target

Total number of

comensty 2,582 2,642 2,701 2,762 XL EETEI

category (types)

(FY17 vs. end of each Q in
FY18)

— 3,140

— (+60) (+119) (+180) (+239) — (+319)
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Open Seminars KPI 4Q (19.7-19.9) Msource

B Thanks to increased number of Seminar classrooms during 1Q-2Q, the number of attendees
rose by 39.9% to 21,772. FY 18 (Actual)

FY 17
(Actual) 1Q 2Q 30 4Q YOY Full Year

FY19
Target

Toal number 55,948 16,215 15,087 19,033 4 Wy & ¢ [ KLV

of attendees

72,107 92,000

(attendees)

(YOY) — (+3,623) (+3,129) (+4,019) BET Ik T:T:)) (+16,159) (+19,893)
Average

unit price 20.8 194 20.8 23.3 20.9 +5.3% 21.1 20.7
(Thousand yen)

(YOY) —  (A0.7) (+0.3) (+0.4) (+1.0) (+0.3) (A0.4)

FY 18 (Actual)
FY 17 FY17 vs. ‘ FY19
(Actual) |Endof 1Q Endof2Q End of 3Q =R IO RNEECES Full YYear Target

FY18

Total number of
organizations
subscribing 0 8,564 9,265 9,942 10,625 i & M & LRy W U7
insource
(organizations)
(FY17 vs. end of each Q in

FY18) —  (+701) (#1,378) (+2,061) BNErAad)) — (+2,415)

— 13,750
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Other Businesses__Net Sales & Gross Profit 4Q(19.7-19.9) Msource

B Thanks to a large order for “Leaf”, net sales for IT services increased by 167.6% to Unit: million yen
119 million yen FY18 (Actual)
FY 17 FY19
(Actual) 1Q 2Q 30 Full Year Forecast
126 318 123 +87.8% 1,130
— <Breakdown >
IT Services 239 58 191 61 Ay 431 560
E-Learning/ 152 44 82 38 218 450
Video Production
Consulting — 14 21 18 85 90
(*2)

Gross profit- 309 90 239 sspEEE{JEREEA 605 850

(75.5%) (75.2%)

(Gross profit margin) *1 (57.0%) (71.5%) (75.1%) (71.7%)

*1 Our gross profit margins by business were not audited by Ernst & Young ShinNihon LLC.
*2 Net sales of Consulting in FY18 is not calculated.
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Other Businesses KPIs 4Q (19.7-19.9) Misource

FY18 (Actual)
Monthly-subscription FY17 ‘ FY19
model (Actual) 1Q 2Q 30 YOY Full Year Target

Total number of Leaf
paid subscribers 92 106 132 145 — 341
(organizations) (., ,)
Total number of

organizations using on-the- 26 31 37 40 — 93
web appraisal form service
(1)  17.10-189 |[18.10-18.12 | |19.1-19.3 19.4-19.6 18.10-19.9 19.10-20.9

Total numbers of e-learning

(STUDIO & STUDIO Powered by~ 34,566 18,547 20,523 21,874 i 9,71 8

Leaf) subscription IDs per year

40,548 45,000

(YOY:+5,982)

_ _ 17 FY18 (Actual)
model (Actual) (Actual) (Actual) Actual arget 1

Total number of

organizations 157 37 135 12 32 216 333

implementing Stress
Check Support Service (*3)

Total number of video 86 28 41 18 87 174 360

production solutions (*4)

Total number of 66 20 26 24 39 109 90

consulting services

*1 Total number as of the end of the year *2 The annual total number of e-learning subscription IDs has been calculated based on the active subscription IDs from FY18 on.
*3 The number of Stress Check Support implemented since 2Q FY18 is based on the number of orders delivered.

*4 The number of video production and consulting services is based on video production only from 3Q FY18.
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. Misource

<Reference@> Company Profile & Business Activities
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Company Profile Mlsource

*Representative

*Company name Insource Co., Ltd. director and president Takayuki Funahashi
* Date of foundation November, 2002 *Capital 800,623 thousand yen
-Headquarters Kandabashi Park Bldg. 5F 1-19-1 Kanda Nishiki-cho, Chiyoda-ku. Tokyo

- Affiliated companies

=Branch Offices &

Mitemo Co., Ltd, Rashiku Corporation, MIRAISOUZOU & COMPANY, Inc., Insource Digital
Academy Cooperation, Double Work Management Co., Ltd

X . 24 places nationwide - Seminar Rooms 41 Classrooms in 8 Cities
Business Sites
KyOto Office |— Tohoku | E'r(-)al;iar::do X as of end of September, 2019
Branch  * :
Osaka gs#Fh'“ra
Branch * —Ahee
: Urawa
Kobe Office Office
Okayama Makuhari
_Office Office
Chu-Shikoku - Head Office » Head Office Annex, Tokyo
Branch . ..
© = Surugadai Office % = Ikebukuro Office (Kanto Branch)
Kyushu N -Shinjuku Office = Shibuya Office
Branch ~ Nihonbashi Office - Hamamatsucho Office

- Akasaka Office | =Machida Office

Nagoya
Branch

D Yokohama_ X means branches with Seminar Rooms.

Branch & in FY18.

Copyright © Insource Co., Ltd. All rights reserved.

Red frame shows business sites which opened
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Business Activities 1 Clients and Average growth rate by business [ilsource

M Composition ratio of clients by industry Uility Service 1.2%

0,
M Finance/Banking 2.8% = Others 5.3%

The total number of clients who used our M Transportation/Warehouse 2.9%
services from June 2003 to September 2019 B Educational Services/
Academic institution

I Manufacturing

M Logistics/ Trading

29,402 organizations M Health/Medical

M Construction/Real state

M Government
/Public administrations

M Telecommunications

. M Service/Hospitality
/IT services

M Average growth rate by business over the 3 years

FY16 FY17 FY18 CAGR
(Actual) (Actual) (Actual) FY16-FY18
Whole Business 3,585 4,536 +24.4%
On-Site Training 2,372 2,827 - +16.6% B
__________ Opensemmar88971,166 cereeesanenneesannnneesnne SARAONE + 32,00 ...
.......... OtherBusmesseS315542 +603%
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Business Activities 2 Trainings

Misource

B Hands-on approach: Attendees can make the most use of what they have learned
Immediately. Programs mainly consist of exercises (60%).

M Positive feedback rates from training attendees.

Positive feedback
rate (trainings)

95-5%/ Positive feedback 94.2%

rate (trainers)

BBy using IT technologies, we can provide high quality trainings frequently and nationwide.

On-Site Training (58.5%) J Open Seminar (27.2%)

Offer on-site trainings tailored to organizations’ needs

- Separate trainers from content development and utilize IT technologies
= Specialized divisions create contents in-house and
trainers concentrate on giving trainings
~Utilizing IT technologies and systematic development system
enables us to offer uniform services nationwide
Develop over 200

M x contentsayear
Sales reps I/’ Content creators

Meet our client’s
needs promptly

Trainers
2o 2
294 140 118 .
nit: persons
* As of the end of September 2019
v

Annual total number of
trainings conducted

F—4— A1 F g

1 4,873 times

Number of training types

2 y 861 types
INSOURCE CUSTOM MADE SEMINAR

*from October 2018 to September 2019

* Figures in parentheses indicate percentage of FY 18 sales ratio

Offer open seminars that each person from various organizations
can attend

— Hold seminars quite frequently nationwide
= Seminars can be attended at a reasonable fee and anywhere in the
country
*Demands for our unique package deal “HRD SmartPack” are high

mainly by large companies.

8cities '/_
Osak

41 classrooms
Hiroshima
"\ [Nagog]

* As of the end of September 2019

Founa] <

.
Annual total number of 72,1 07

attendees

Number of training types

2,589 types

*The numbers above include trainings and attendees INSOURCE OPEN SEMINAR

via our online classroom system, “Enkaku Real”

*from October 2018 to September 2019
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Business Activities @ Other Businesses

Misource

M \\e are expanding content lineup since we aim to offer services essential for HR departments.

Other BUSINESSES (Leaf (HR support system), e-Learning, Consulting, Staffing & Recruitment Services)

(14.3%)

M IT Services
- Leaf (HR support system)

Integrates every service line on our in-house platform,
‘Leaf’, including training scheduling, stress checking
and personnel appraisal.

Leaf earns revenue from monthly subscription fees
(subscription model) and customization fees*2.

Demands for LMS by large companies*3 and use of
on-the-web appraisal form service by mid-sized

companies increased

Total number of Leaf paid 1 62 organizations
subscribers

Total number of organizations o
implementing Stress Check 21 6 organizations

Support Service

Total number of organizations
using on-the-web appraisal form
service

50 organizations

Legf -@3-

B e-Learning / Video production (Mitemo Co., Ltd)

-STUDIO (Cloud-based e-Learning system) *4

= Video Production

Earning revenue from monthly subscription fees
(subscription model) and direct-selling model

Total number of e-learning
subscription 1Ds per year 40’548 IDs
Total number of e-Learning 903ubjects 307contents
contents PN X
mitemo... STUD:Q
M Consulting

- Establishing personnel appraisal service
- Assessment services (‘g,raﬁe

9 ) Msource
A\ JT‘EZ}‘/F

M Staffing & Recruitment Services

- Recruitment promotion
- Staffing services for (potential) returners,

short-time workers with regular employment.
SUS DY NPoHEERR«

*1 Figures in parentheses indicate percentage of FY18 sales ratio. *2 Direct-selling model *3 LMS (Learning Management System) is a system used to deliver e-learning courses,

track progress, and manage educational records. *4 STUDIO is powered by Leaf partly.

Copyright © Insource Co., Ltd. All rights reserved.
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4 Major Pillars to Achieve Our Goals and Visions

Misource

A wide range of industri '
o wide range of industries Robust in-house developed

Contents

Strong client
base

In-house IT syste
Al-driven tool

ms and
S

Information

Technolog

ies

- Systematic cross-functional cooperation through IT utilization

WEBIinsource

Acquire new }

subscribers

-
Inquiries via _Approach
. nationwide clients
L our website quickly
WEB pages 14,171 pages No. of business sites: 22
No. of Sales reps: 140
Our services
:IIII
Update [
L our website

Open
Seminars

No. of Designers 15

trainings/ services

L Develop new }
opportunities Training

@
New needs and } _
L [ On-Site

Other

*Leaf
=e-Learnin

|

No. of Content creators 118 \_

Businesses

/

* As of the end of September 2019

Copyright © Insource Co., Ltd. All rights reserved.
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E Insource’s 4 Pillars to Achieve High Profitability Msource

B “Strong client base” + “Mixed approach”

A wide range of industries The Number of Clients: 29,402 Organizations =
Strong o I 8o Iz | The Total Number of WEBInsource Subscribers: 11,335 Organizations

*1 Total number of clients who used our services from June 2003 to September 2019.

_|_

- Mixed approach to keep high profitability by sharing information cross-functionally. ——

aULEERLRIEIECEEREE | - Separate content creations from trainers.
Contents - 118 Content Creators produce more than 200 new titles a year.

3 * Provide the best suitable options with 22 business site nationwide
and 140 Sales Representatives.

-21 Digital Marketers will offer proposals effectively by emails and WEB system.

In-house IT systems and ] ]
Al-driven tools - Insource has 62 IT engineers, 11 AI/RPA engineers who can develop

Information various services and improve business processes which allows flexible
Technoloaies decisions at high speed.

* as of the end of September 2019
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