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Lacto Japan

1. Financial Summary

(Amounts of financial result less than one million yen are omitted Millions of Yen)

2019/11 2Q 2019/11
2018/11

2Q m Difference | Ratio (%)

Net Sales 59,164 57,712 (1,452) (2.5) 125,200
Ordinary income 1,133 1,252 119 10.5 2,800
Ordinary income ratio to net
sales(%) 1.9 2.2 0.3 - 2.2
Foreign exchange fluctuation on
ordinary income(>1) (2495) (99) 146 - -
Net income attributable to
owners of the parent 736 887 151 20.5 1,930
Net income ratio to net
sales(%) 1.2 1.5 0.3 - 1.5

Net income per share (Yen) 75.25 x2) 90.55 15.30 196.77 x2)

Exchange rate (Yen/USD) 109.18 110.78 1.60 -

Exchange rate (Yen/EURO) 132.52 125.30 (7.22) -

*1 Foreign exchange fluctuation on ordinary income: By applying “Separate accounting treatments”, the total amount of the impact of foreign exchange hedging as sales costs and
non-operating profit / losses. (Please refer P5-7)

*2 Lacto Japan split its regular shares on May 1, 2019 in a 2-for-1 split. The share split has been treated as occurring at the beginning of the previous consolidated fiscal year, and Net
income per share for the quarter has been calculated accordingly.
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Lacto Japan

2. Net Sales and Sales Volume by Business

2018/11 2019/11

o
10 20 30 40 10 2Q | Budget

(Amounts less than one million yen are omitted  Millions of Yen)

Net sales by Business

Pallny Lriglsloitts 21,972 21,839 21,856 19,621 21.109 21,566 92.270
and Cheese
Meat Products 3,337 3,279 2,990 2,969 2,941 3.162 15,320
Asia Business 3,436 3,866 3,128 4147 2,992 4,310 14,330
(Dairy Ingredients)
ASTE (SIS 499 498 554 564 658 626 2,380
(cheese)
Others 216 218 248 195 183 160 900
Total 29 461 29703 28,778 27 497 27.886 29,826 125,200
Sales Volume by Business (Unit: MT)
Bally AnglEelens 53,509 50,658 50,149 44,127 49,784 50,354 209,320
and Cheese
Meat Products 5,789 5,576 5,138 5,090 4,985 5,625 26,260
Asla Business 11,977 14,454 11,977 14,412 11,298 16,593 54,700
(Dairy ingredients)
Al BUsiaces 643 646 660 718 874 930 3,100
(cheese)
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3. Consolidated Balance Sheets l.,

Lacto Japan
(Millions of Yen)
Current Assets 46,337 45,416 (920)
E:SS# :ggival ants 4,929 5119 189 — Decreased accounts receivable
Trade notes and Earlier recovery of receivables due to
accounts receivable 15,873 14,688 (1.184) accounts receivable financing
. 25,216 25,149 (66)
IrEniErEs — Increased accounts payable
Others 318 458 140 Increased merchandise purchases
Non-current assets 2,630 2,429 (201) _ Decreased interest-bearing
zr%riaerrﬁygnglant and 597 507 (90) liabilities
quIp Repayment of short-term borrowings
Intangible assets 39 33 (¢)
Investment and
other assets 1,994 1,888 (105)
XTotal Asset 48,967 47,845 (1,122)
Accounts payable 11,173 11,812 638
Interest-beari
L?a%?ﬁ’?ies earng 20,948 18,977 (1.971) * Partial Amendments to Accounting Standard for
Tax Effect Accounting (ASBJ Statement No. 28
Others 2,413 2,465 ol February 16, 2018) and the like have been applied
747 G- from the beginning of this consolidated fiscal first
XLiabilities 34,536 33,254 (1.281) quarter. Deferred tax assets are indicated in the
Net assets 14 431 14.590 159 Investment and other assets category and deferred tax
! ! liabilities are indicated in the Non-current liabilities
Total Liabilities 48,967 47,845 (1,122) category.

(Amounts less than one million yen are omitted)
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The risk of foreign exchange fluctuation in Lacto Japan l.‘
and separate accounting treatment Lacto Japan

| In principle, Lacto Japan's business model hedges risks of foreign exchange fluctuations.

Under Lacto Japan’s Basic Business model, Lacto Japan enters into sales contracts with domestic customers
at the same time as entering into foreign currency purchase contracts with overseas suppliers.

By entering into a forward exchange contract with a financial institution upon concluding a contract with an
overseas supplier, Lacto Japan is able to fix actual profits/losses (gross profits/losses adjusted for forex
gains/losses) at a time of the sales contract.

As a result, once a sales contract is concluded, under our basic business model foreign exchange fluctuations
have no impact on actual profit/loss.

| It is of note here that under Japanese accounting standards Lacto Japan applies “separate accounting
treatments” to foreign currency exchange accounts.

Lacto Japan applies “separate accounting treatments” to adjust amounts of foreign exchange gains/losses
caused by exchange fluctuations to amounts of gross profit/loss and non-operating income/loss.

In addition, if a product is not sold during the same financial period as that of the sales contract for the product,
the part of the actual profit/losses will be recorded in the next financial period.(Please refer to the business flow
model on the next page.)
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Model o

f business flow

(Impact of foreign exchange fluctuation in separate accounting)
Foreign exchange fluctuation have no impact on actual profit under our basic business model.

2~3month

(1)Contract signed (2)Shipment (3)Purchase settledeesr s (4)Products sold

H Foreign exchange contract is signed

(Rate as of (1) time)

2~3n]onth

ol

Lacto Japan

Product sold during the
same financial period as
that of the sales contract
for the product

Sum the amounts from (1)

| %Following accounting treatment i mRecorded costof sales ~ MExchange difference W Recorded Sales to (4).The same amount as
;oat tlﬁe same time. g =Actual rate of exchange  resulting from fluctuation ~ (Contractin yen amount  the actual profit/loss and
. 1 WForeign currency contract entere ' (Rate as of (2) time) between Rate (1) and (2 entered into at (1 i
Accounting|' into with suppliers | @ is recorded as E‘o?’eign @ (1) cost at (1) is recorded.
1 mContract in yen amount entered : exchanae aain/loss Product is not sold
i into with customer | 9e 9 during the same financial
i =Actual profit/loss and d eriod as that of the
: cost determined i p
"""""""""""""""" - sales contract for the -
product
Currenc 3 . . o The sales contract for the
. Y = Actual profit Gross profit ko) product, the part of the
Rate: 2 AcTual cost ol actual profit/losses will be
No change 2 (=Purchase Cost of sales Costof sales 2 recorded in the next
amount) financial period.
weaker
Currenc & . Gross profit &
Rate: Y % Actual profit P % The purchase price at (2)
are. %) T C f sal %) is higher than the amount
weaker © (SFL’J&C%OOSSG ost of sales "%_) of tr:e fc:rV\;ar1d exchange
yen zZ amount) contract at (1).
Currenc B ' 3 Foreign exchange loss
Rate: Y © Actual profit Gross profit o occurs. The purchase
are. % /(A\CTUO| o _,q_"; f)hricetit (2)is cheapterf
yen =Purchase an the yen amount o
appreciation < amount) Cost of sales < the contract at (1).
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