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Good afternoon everyone. Thank you very much for coming to our financial results briefing
today during your busy schedule. | will now begin the financial results briefing for the first

quarter.



' FY2019 1Q Overview

i Net Sales - Flat sales, profit falls unable to absorb
=@=0perating Income upfront investment
(unit : billion yen)
;1 6 334 327 1Q Actual YoY
) Net Sales ¥32.7B -2%
26.2 Operating Income ¥1.0B -47%

- Core businesses are stable
despite of uncertainty of outlook

Full year forecast remains unchanged

Current Conditions

-Positioning : Strong sales of IT Construction

Sales slowdown of IT Agriculture
-Smart Infrastructure :

Strong sales of i-Construction in Japan

-Eye Care  : Growth of Screening Business
FY2016 FY2017 FY2018 FY2019
1Q 1Q 1Q 1Q
I I **i.Construction” is a regi k of Nati i for Land and Infrastructure Management, MLIT, Japan. y
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Let s |l ook at the financial summary for the first

remained almost the same level as the same period last year. On the other hand, as the line
graph shows, unable to absorb upfront investment led to operating incom e drop to one billion

yen for this year as compared to 1.9 billion yen for the previous year.

We will remain the full -year forecast unchanged since our core business is robust despite

economic uncertainty. Our business conditions are described by segment : IT construction,

which is the mainstay of Positioning, enjoyed strong sales. Also, i -Construction in Japan for

Smart Infra structure as well as Screening Business for Eye Care enjoyed brisk sales. We expect

continuing growth in these three segments. Even t hough Positioning s sales
are slowing down more than expected, we believe that our robust core business will make up

for the loss .



' FY2019 1Q Financial Results [Consolidated]

(unit : million yen)

1Q Actual 1Q Actual YoY YoY%

Net Sales 33,406 32,747 -659 2%
Gross Profit 18,077 17,692 -385
(Gross Profit Ratio) (54.1%) (54.0%)
SGA 16,171 16,682 511
Operating Income 1,905 1,009 -896 -47%
(Operating Income Ratio) (5.7%) (3.1%)
Non-Operating Income
(Expenses) -304 -442 -138
Ordinary Income 1,601 567 -1,034 -65%
Extraordinary Income o *| oss tock sal
(Loss) -150 =D 2 P systemAG
Income Before Income
Taxes and Minority Interests 1,451 4 -1,447
Net Income 492 =375 -867 —%
Exchange Rate usD ¥108.71 ¥110.00 ¥1.29

(Average) gy ¥129.39 ¥123.29 ¥-6.10
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This is detailed Profit and Loss statement.

Net sales decreased by 659 million yen. Operating income decreased to about one billion yen

partly because SG&A expenses rose by about 5 11 million yen and partly because expenses for

upfront investments increased. Non -operating income decreased compared to the last year

because of foreign exchange losses as well as exchange rate changes on receivables in foreign

currency. Ordinary income was 5 67 million yen. Extraordinary loss was 562 million yen due to

loss from stock sales of ifa systems AG which operates an electronic medical rec  ord business

in Germany. We acquired about half of ifa s stock
Care. However, we established a company for 0T business development in the U.S. which now

promotes I0T Eye Care business. Therefore, we no longer admit the business value and

synergistic effect with ifa and sold all its stocks. Due to this loss on stock sales, net income for

the first quarter was negative 375 million yen.



' FY2019 1Q Financial Results by Business [Consolidated]

(unit : million yen)

FY2018 FY2019

1Q Actual 1Q Actual YoY YoY%
Positioning 18,430 18,188 -242 -1%
Smart
Infrastructure 8,182 7,043 -1,139 -14%
Net Sales EYe Care 10,047 10,321 274 +3%
Others 450 316 -134 -30%
Elimination -3.704 -3121 583
Total 33,406 32,747 -659 -2%
I 1,823 1,203 -620 -34%
Positioning (9.9%) (6.6%)
Smart 877 797 -80 -9%
Operating Infrastructure (10.7%) (11.3%)
|ncome Eye Care 246 114 -132 -54%
(Operating (2.4%) (1.1%)
Income -19 -47 -28 - %
Ratio) Others (-4.2%) (-15.2%)
Elimination -1,023 -1,057 -34
1,905 1,009 -896 -47%
Total (5.7%) (3.1%)
Al x .
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This chart shows net sales and operating income by segment.

While Eye Care sales increased, segments other than Eye Care saw decreased sales and profit.

| will explain in detail later.



| FY2019 1Q Operating Income YoY Breakdown

(unit : billion yen)

2
0.1 0.2
-0.9
1 -0.1
Upfront investment
-Positioning
R&D cost increase
-Eye Care
Screening Business related expenses
0 - . . . . .
FY2018 Sales Volume, Cost Reduction Fixed Cost FX Effects FY2019
1Q Product Mix 1Q
£ TOPCON T Lige== 1
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This is an analysis of changes in operating income for the first quarter.

There was a difference of negative 0.9 billion yen year -on-year with 1.9 billion yen for the last
year and 1.0 billion yen for this year. Breakdown of the changes is as follows: sales changes

and sales mix of negative 0.1 billion yen, cost reduction of 0.2 billion yen, and fixed costs of
negative 0.9 billion yen. Fixed costs are mainly upfront investments including R&D costs for
Positioning and investments into Screening Business for Eye Care. Effect of exchange -rate
fluctuations mainly in Eye Care amounted to negative 0.1 billion yen due to slig htly stronger yen

against euro.

[¢]



I. FY20191Q
Financial Results

I-2. Overview of Each Business

y 7 J .
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Now, let me explain the details by business.



. Overview of Each Business

(unit = million yen)

FY2018 FY2019

1Q Actual 1Q Actual YoY %
Net Sales 18,430 18,188 -242 1%
Operating 1,823 1,203 o
income (9.9%) (6.6%) 020 4%

® Review of 1Q Financial Results
- Strong sales of IT Construction

- Growing signs of a slowdown of IT Agriculture globally

- Profit decreases due to unable to absorb R&D cost
and one-time exhibition-related expense

- Import cost burden increase by the duty increase to China
(Measures has taken)

@ Topics
- IT Construction : Sales growth due to increase of OEM partners
Sales growth by launching new strategic product
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First, | will talk about Positioning. While sales remained almost the same level as the previous
year, operating income decreased by 620 million yen. In terms of sales, IT  construction enjoyed
double -digit growth whereas IT agriculture sales suffered more -than-expected double -digit
decrease with global slowdown due to the US -China trade war. As a result, the shrinkage of IT

agriculture offset the growth of IT construction.

R&D costs and temporary expenses for exhibition reduced operating income. In addition, import
costs increased due to tariff hike on Chinese goods. We own factories in China and sell most of
our products in China, but we export some products to the U.S. The  good news is we have
started to transfer production of products destined for the U.S. from factories in China to those
in Japan. We are expecting to transfer the production from the second half of this year, so that

we think we will be able to substantial |y reduce costs from then on.

We would like to present two topics regarding IT construction.

[ee]



- |IT Construction :
Sales growth due to increase of OEM partners

Il BAUMA (Munich, Germany in April 2019) bﬁqu

the world’s largest construction APRIL 8-14, 2019, MUNICH

machinery trade show (once every 3 years) Visitors : 620,000 (Record)
Participants : 3,700 companies

Major construction machinery
manufacturers released ICT models

Built partnership with more than

30 construction machinery manufacturers

-Retrofittable to any manufacturers’ machines
-Showed a strength of the vendor neutral

cogen b, (5) . | @

y 74 ’ ’(—— .
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The first topic is sales growth by increasing OEM

of construction machinery, held in this April in Germany, att  racted a record 62 0,000 visitors. At

Bauma, major construction machinery manufacturers released many IT  -compatible models. We
have established partnership with more than 30 such manufacturers, and various

manufacturers exhibited models into which our produ cts are installed at Bauma. We supply our

products to OEM partners. Our other target is aftermarket where we will install our products

into commercial products after the sales. We expect continuing growth in both OEM and

aftermarket, leveraging our strengt h of vendor neutrality.



The other topic is strategic new products for IT construction. We have launched excavator
machine control system in the first quarter after its delayed release. We will step up its sales
from now on. As the pie chart shows, penetration rate of excavators for IT construction is
extremely low, and there is a big potential market for them. Even though automated dozer
system has preceded automated excavator system so far, we have released long -awaited
automated excavator system, which can be installed in any excavator manufactured by various

construction machine manufacturer s. We have high hope for its sales expansion hereatfter .
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