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Company Name JP-HOLDINGS, INC.

Listed Market First Section of the Tokyo Stock Exchange (Securities code: 2749)
Location Head Offic_:e: 17F Chikusa New Tower Bldg., 3-15-31 Aoi, Higas_hi-ku, Nagoya-shi Aichi
Tokyo Office: 5F Shinagawa Season Terrace, 1-2-70 Konan, Minato-ku Tokyo
Date of Establishment March 31, 1993
Capital 1,603.955 million yen
Representative Mr. Kazuhiro Ogita, Representative Director

Employees: 2,749 / Part-time workers: 1,979
*As of December-end 2016

No. of Employees

Japan Nursery Service Inc. (Capital stock: 99 million yen / Wholly owned subsidiary)

Shikoku Nursery Service Inc. (Capital stock: 10 million yen / 51% owned subsidiary)

J Kitchen Inc. (Capital stock: 10 million yen / Wholly owned subsidiary)
Consolidated Subsidiaries J Cast Inc. (Capital stock: 10.4 million yen / Wholly owned subsidiary)

J Planning Sale Inc. (Capital stock: 10 million yen / Wholly owned subsidiary)

Japan Nursery Institute for General Research (Capital stock: 10 million yen / Wholly owned subsidiary)

Amenity Life Inc.(Capital stock: 70 million yen / Wholly owned subsidiary)

Nursery Service (Japan Nursery Service, Shikoku Nursery Service and Amenity Life)

Gymnastics, English and Eurhythmics Schools Contracting Service (J Cast)

Business Areas Food Service (J Kitchen)
Distribution Service (J Planning Sale)

Researching , Training and Consulting Service (Japan Nursery Institute for General Research)

*Sotetsu Amenity Life K.K. was affiliated by obtaining 100% stock and renamed as Amenity Life Inc..
*No. of employees aforementioned includes Amenity Life Inc. employees.
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Company Overview
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(2) JP Holdings Is the largest operator in the Industry

v We have significantly pulled away from our rivals to stay as the largest operator in the
industry. We have held the number one spot for sales in the childcare services industry for
the past five years in a row.

u Our strengths lie in the wealth of our management, results (number, scale, location and
form), our relationship with major municipalities in Japan and management that makes the
maximum use of economies of scale to achieve a reduction in costs.

Sales of Conpanies in the Childchor@ustry(Unit million yen)
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(3) Business Expansion 1: No. of Facilities Operated
IS 5757 N 5 ) ) s o sl

Licensed schools(Public-
private management)

Licensed schools(Privat
e e s 1 4 9 20 28 43 6L 71 85 102 118 136
TokyoApproved 1 7 10 13 18 21 22 24 26 26 26 26 26 26 23
Non-

Iicoer:15edMunicipalltyAuthorise 2 2 2 3 3 4 7 5 4 4 4 4 4 1 0
d

Non-li dOth -

o e i 103 4 3 2 0 0 0 0 0 0 0 0 4 3
Joint establishi twith

a?;:szfn‘;nt';crpnggs ! 2 3 4 4 4 4 3 2 2 1 0 0 0 0 0 0 0
School clubs 9 18 22 26 37 39 40 43 46 55 62
Children's houses 5 6 8 6 9 7 8 8 8 10 12

Private school clubs

*We reviewed the count by management structure in the 2Q of FY3/16 and changed three licensed schools (private-public management) to other non-licensed nursery schools

*Facilities as at Dec 31 2016 include those operated by Amenity Life Inc. which was affiliated on Sep 30 2016(4 Licensed nurseries & 3 private school clubs) I

Private school clubs

200 ® Children's houses
= School clubs
150 ™ Joint establishmentwith amusementfacilities

m Non-licensedOthernon-licensed
Non-licensedMunicipalltyAuthorised
100 - = TokyoApproved
Licensed schools(Private management)
m Licensed schools(Public-private management)

136
102 118

50

FY3/01 FY3/02 FY/03 FY3/04 FY3/05 FY3/06 FY3/07 FY3/08 FY3/09 FY3/10 FY3/11 FY3/12 FY3/13 FY3/14 FY3/15 FY3/16 As at
Dec.2016
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(4) Business Expansion 2: No. of Facilities Operated by Region

No. of Facilities Operated
(3Q FY3/17)

Nursery schools 172 Hokkaido

School clubs 62 Licensed nursery

Childrenbds 1lBouses schools: 3

Private school clubs 4 | s 7T Tohoku
Total 250 Licensed nursery

schools: 10

Chubu
Licensed
nursery schools: 9
School clubs: 3
Chil dr en 66s

Kyushue
Okinawa

Licensed nursery
schools: 2

Kanto
Lic. nursery schools: 116
Non-lic. nursery schools: 26
School clubs: 59

Chil drends hous
Private school clubs: 4

Licensed nursery
schools: 6

*Facilities as at Dec 31 2016,include those operated by Amenity Life Inc. which was affiliated on Sep 30 2016 (4 Licensed nurseries & 3 private school clubs)
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The Opportunity
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The child day care waiting list problem
remains serious. This is especially so in the
Tokyo metropolitan area and prefectures where
major cities (e.g. designated cities) are located.
(Refer to the map on the right.)

The number of children on waiting lists as of
April 2016 increased by 386 from April 2015
to 23,558.

The Ministry of Health, Labour and

Welfare(MHLW) published the potential

number of children on waiting lists in March

2016 based on the number of people extending

their childcare leave or giving up on searching

for work who were previously excluded from of
these statistics. Together with the number of
children already known to be on waiting

lists, this has seen the grand total rise to of
approximately 60,000 (as of April 2015).

P
&
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&

Source: Ministry

JP-HOLDINGS, INC.

National Waiting List Map
(April 1, 2016)

Current as of April 1 ,2016 No of Prefectures
|| Less than 100 (22)
1 100 or more but less than 500 (16)
|| 500 or more less than 1,000 (3
[ ] 1,000 or more less than 3,000 (5)
D 3,000 or more but less than 5,000 (0)
. 5,000 or more ( 1)

of

H e MufsénhSchodl Sithatian Sumanary (Apiie.,| 2016)r
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Prefecture

No. of Children
on the waiting
List

Hokkaido

94

Aomori

0

lwate

194

Miyagi

638

Akita

Yamagata

Fukushima

Ibaraki

Tochigi

Gunma

Saitama

Chiba

Kanagawa

Niigata

Toyama

Ishikawa

Fukui

Yamanashi

Nagano

Gifu

Shizuoka

Aichi

Mie

Shiga

Kyoto

Osaka

Hyogo

Nara

Wakayama

Tottori

Shimane

Okayama

Hiroshima

Yamaguchi

Tokushima

Kagawa

324

Ehime

110

Kochi

Fukuoka

948

Saga

18

Nagasaki

70

Kumamoto

233

Oita

370

e gMiyazaki

64

Kagoshima

295

Okinawa

2,536

Total

23,553
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(accelerated plan)
Enacted April 2013

] l
Secure Extra Day Carers Plan
Enacted Jan 2015
] |
Urgent Measures to achieve

100mn Total Active Society
Compiled in Nov 2015

\.
| I
7
Urgent Acceleration to Eliminate
Day Care Waiting Lists Plan
Announced Mar 2016
\_ | I J
7

Dynamic Engagement of All
Citizens Plan
June 2016 Cabinet decision

Action Plan for
Seamless Nursery Service
(Announced Sep 2016)

( Day Care Waiting List Elimination )

\_ J

v Source

PrimeMi ni st er 6s

Create 400,000 new day care spots between 2013 and 2017-end

Secure 70,000 new qualified day carers by the 2017-end

Expand the 2017-end target of 400,000 day care places to 500,000 including 90,000 day
carers to accommodate this

Coordinating cities/pref. to actively drive plans to eliminate child day care waiting lists by:
U Speed up understanding of current situation U Strengthen/expand current business further

0 More workplace flexibility to secure staff
U Ensure the promotion of facility expansion

Improve salaries of day carers by 2%

U Aggressive deployment of workplace childcare

Eliminate gap between child care providers with skills and experiences and female workers

across all industries

Supporting municipals engage in seamlessly eliminating child day care waiting lists with the

following measures:

Further promotion of facilities construction and securing nursery staff
Introduce a nursery reservation system for infants aftermo t h ehildeade leave

Depl oy nursery

concierges

wh o

Clarify the exemption of property tax on lenders to nurseries

Copyright©JP-HOLDINGS,INC All Rights Reserved.
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(3) Dynamic Engagement of All Citizens Plan

v June 2nd, 2016 17 Cabinet decides ifDynamic Engagement of All Citizens Plan

© Day care places - Expand the original 400,000 target by 2017-end to 500,000

e Treatment of Day Carers - Improve salaries by 2% (c. ¥6000 per month)
Accelerate measures to eliminate the gender pay gap and close the ¥40,000 per month gap for

gualified day care staff to that of all industries
© Secure & develop day carers - expand productivity by ICT and offer expansion of loan forgiveness for day carers
© After school activity clubs - develop places for 300,000 persons by 2019-end

. . |

Expanding child day care spaces Treatment of day carers P After School Clubs o

1 1024635
YoY comparison = Clubs 1000000
(people i ..@.. Planned . . ~ Chid ble t 89205

00 . ereasein M TR — Low wages have been cited as a cause inthe %M1 | chion rogtored a.u“"‘)ggm 000

spaces ITI inability to secure additional day carers. : — ]

140,000 20,000 . ﬂmss 700000

/ e Day Carers ¥3.23m (Women only ¥3.22m) 2 : 0
120,000 n F . . 20581 16,000
/11'8,8.03 e All industries ¥4.89m (women only ¥3.73m - [ogss RS

100,000 : ' 452,135 [ IE2E (18478 soogp 4000
80,000 72,430 ‘w.......n Day carers see difficulty in a long career path so I ) 1-m‘ i - 12,000
81,872 81407 i 4554 ] i 10,000
0000 — sl BLam) average years of service tends to be shorter. 10,000 | I o b 1 1ETN | ——
- ; 1 Bemvk’3 6,000

20000 o116 3578 e Day Carer Length of service 7.6yrs - sl |- LRI 0000
e All Industries Length of service 12.1yrs 4,000
20,000 100000 2,000
*MHLW3 2015 Survey on wages structures R R . 0

2009 2010 2011 2012 2013 2014 2015 2016 98 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15

Gov t t caddjtional phiddcaee arrangements for 500,000 Go v telimnaté a wage gap between Prepareextraar r angement s of Cl4bforer
children by the end of FY2017 (compared with FY2013) childcare providers with skills and experiences 300,000 children by the end of FY2019 (compared with FY2014)

(From FY2018 onward, will ensure adequate spaces.) and female workers across all industries. (Look for ways to complete it by the end of FY2018.)

Source; Pr i me Mi ni st éynansic EOfadementeof AH Gitizens Plan (Overview) June 2, 2016
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Rental expenses in the unit cost of official prices (= the compensation required for operation in
order to satisfy the minimum standards of childcare set forth by the government) have been
greatly increased in FY3/17. Therefore, the building rental fees generated by many of our
nursery schools have been reduced (contribution to sales and revenue).

Capacity
Category

20

21to 30
31to 40
41 to 50
51 to 60
61to 70
71 to 80
81 to 90
91 to 100
101 to 110
111 to 120
121 to 130
131 to 140
141 to 150
151 to 160
161 to 170

171 or more

Rental Expenses

Addition Unit Cost in

FY3/16 Per Child
(Yen per Month)

6,500
4,500
4,000
3,600
(*1) 3,000
2,600
2,900
2,600
2,300
2,500
2,300
2,100
2,300
2,200
2,000
2,200
2,000

Rental Expenses

Addition Unit Cost in

FY3/17 Per Child
(Yen per Month)

16,800
11,700
10,400
9,300
(*2) 7,800
6,700
7,500
6,700
6,000
6,500
6,000
5,400
6,000
5,700
5,200
5,700
5,200

Case Study in Tokyo with the Highest Unit Costs

This is a trial calculation using the standard nursery school model (60 children
capacity) in our firm.

Calculation by the FY3/16 Unit Cost
Monthly amount per child (Table on the left (*1)): 3,000 yen ¥ 60 children ¥ 12
months

= 2,160,000 yen (Annual amount per facility)

Calculation by the FY3/17 Unit Cost
Monthly amount per child (Table on the left (*2)): 7,800 yen ¥ 60 children ¥ 12
months

= 5,616,000 yen (Annual amount per facility)

Difference
5,616,000 yen1 2,160,000
= 3,456,000 yen (Change in the annual amount per facility)

*There are also cases in which such addition is not provided depending on the facility or rental
expenses supported only by municipalities are decreased for the amount of change
(consequently this is ¢ 0 yen).
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> Announced by Bureau of Social Welfare and Public Health, Tokyo Metropolitan Government on September 9, 2016

First Pillar : Promote setting up of nurseries, etc.
1. Create new subsidy against rising construction costs ) 25 % lift on national standard of subsidy for construction cost

2. Initiate new subsidy on rent > Promote the development of nurseries by utilizing leased properties such as vacant
houses or shops

3. Promote regular and longer term temporary childcare ) Add subsidy on regularized temcg)orary childcare (Unique
initiative of Tokyo Metropolitan Government)

4. Expand subsidy on land rental ) Targeting rising land price, lift restriction to more than 3 fold of average published
land price 0.35 million yen/m2 up to a maximum of 20 million yen

5. Encourage use of land owned by Tokyo Metropolitan Government ) Enable enterprises to rent Tokyo Government land
6. Utilize private land and vacant houses D Secure appropriate properties in cooperation with associations of real

Second Pillar : Secure Personnel
7. Expand subsidies on rented housing > Extend the support period over 6yrs after recruitment instead of max 5yrs

8. Increase childrearing support staff > Regard teachers of kindergartens and elementary schools, childrearing support
staff etc., as deemed child care staff and employ them subject to their
numbers not exceeding 1/3'@ the standard number of qualified child care staff

Third Pillar : Enhance assistance on users
9. Increase nursery concierges | Boost personnel expenses to increase staff to assist parents

10. Reduce burden of non-licensed nurseries users ) Assist municipalities to support independent nursery fees

11. Improve quality of non-licensed nurseries D Organize a new patrol team to encourage best practice in non-licensed
nurseries

Resource: Press Release dated September 9, 2016 by Bureau of Social Welfare and Public Health, Tokyo Metropolitan Government *Translated by JPHD
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(1) Current Nursery School Teacher Shortage Situation 1

u Need to secure additional ¢. 90,000 child care staff to care 500,000 children by the end of 2017

v ALatent nursery school teacherso, who have que
approx. 840,000 2015

u  Of 42,000 graduates from nursery school teacher training facilities only 22,000 (approx. half of all
graduates) actually joined nurseries graduate numbers are as of 2014-end

Trend of latent nursery school teachers number

Thousand
1,400 1,312
e Registered s Engaging =t atent 1186 1,246
1,200 1,126 :
1,069
954 1,013
1,000 894
800
627
572
600 516
400 378 382 385
200
0

2008 2009 2010 2011 2012 2013 2014 2015

Source Registered Investigation of Equal Employment, Child and Family Policy Bureau, MHLW

(Number at April 1 in each year
Engaging Investigation of Director-General for Statistics and Information Policy, MHLW

Number at October 1 in each year *Translated by JPHD
(N.B.)Engaging number for 2015 includes qualified nursery school teachers, child care staff and family caregivers
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(2) Current Nursery School Teacher Shortage Situation 2

u  The effective opening to application ratio for nursery school teachers remains at a
high level. There continues to be a shortage of nursery school teachers on a
nationwide scale.

u  The effective opening to application ratio for nursery school teachers in Tokyo is
over 6-fold. The employment situation in the metropolitan area remains extremely
difficult.

Effective Opening to Application Ratio for Nursery School Teachers (x)

6,24

6 5.68
=0=Nationwide ==®=Tokyo

Source: Ministry of Health, Labour &endraljdbepladements (R&orpoh Brmployenent Sesieef ur i ty Bur eauds
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(3) Current Nursery School Teacher Remuneration Situation

35
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JP-HOLDINGS, INC.

Wage Level Comparison of Nursery School Teachers and
Relevant Jobs
(2015) (Unit: 10,000 Yen)

33.3 32.9
21.9 i I 22.3 22.5
All job Nursery  Kindergarten  Nurses }jgg”&riare Home
categories t ;;Er?gs teachers personnel helpers
o Desired Workplace Improvements (%)
59
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50
40.4
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u  The average monthly salary for
nursery school teachers in 2015
across Japan was 219,000 yen. This
Is 114,000 yen less than the average
333,000 yen salary for all jobs.

Source: Ministryof Heal t h, Labddasic an
Survey on Wage Structure (2015)

v Furthermore, in addition to increasing
salary levels to secure nursery school
teachers, it is necessary to increase
the number of personnel and reduce
office/administrative work.

Source: Tokyo Metropolitan Government Bureau of Social Welfare and Public
H e a | ToklgodNursery School Teacher Investigation Report (March 2014)
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