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Toward Continuous
Growth




Further expansion in the number of
paying subscribers for smartphone service

Enhancementin
the Real Affiliate Network

Improvement in average revenue
per user(ARPU) ‘

Enlargement of contents service

Mid-to-long-term approach
Phase to achieve sales for
the Healthcare-related service

In this section,
we explain our three
basic policies and the

approaches we are taking

in the fiscal year ending

September 30, 2016 based

on these policies.

What is MTI's strength? ﬁ o

The Company has the advantage of a
real affiliate (RAF) network that is the ﬁ ‘ ‘ ﬁ
clear number one. The Company uses

this network to promote subscriptions
to content owned by itself or other

companies to people who visit cell-
phone shops throughout Japan.
Hokkaido, Tohoku, Kita-kanto,
Hokuriku, Tokyo, Tokai, Kansai,
Chugokushikoku, Kyushu, Okinawa -

r—o Keyword .

What does “real affiliate” mean?

MTI The Company introduces its own and
9 Reward for success eAdvertising other companies' content at physical
expenses locations that are cellphone shops

throughout Japan. The Company calls
these shops real affiliates because it
pays them fees when they achieve re-
sults (when visitors to them choose to
subscribe to the introduced content).
Extending this practice, the Company
calls its sales network of cellphone

Introduces content/
service provided by
an advertiser

Encourages K . .
ecustomerto shops nationwide the real affiliate
Cellphone subscribe to An advertiser
shop (content provider) (RAF) network.

the content

Visiting the
cellphone
shop
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Enhancement in the Real Affiliate Network

© What specific approaches has MTI adopted for strengthening its

RAF network?

The Company is advancing the following measures to make its RAF network stronger:

The Company is aiming to increase the number of paying subscribers on smartphones through
growth in the number of new paying subscribers and improvement of the turnover ratio
achieved with the persistent implementation of the quantitative and qualitative approaches

explained below.

. Sales offices establishment throughout Japan ......................................................

The Company had previously sup-
ported cellphone shops through-
out Japan by sending its employ-
ees to them from Tokyo on a
business trip basis. In a departure
from this practice, the Company
established nine sales offices in
major cities nationwide. These of-
fices have enabled the Company
to increase the number of visits to
the cellphone shops and provide
them with more in-depth support.
The number of cellphone shops in
operation has continued to in-
crease as a result.

Promote
real affiliates
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@ Introduction of a compensation system based on the turnover rate by cellphone shop -+

The Company began advancing
the introduction of a compensa-
tion system based on the with-
drawal rate by cellphone shop in
the fiscal year ended September
30, 2015. This system enables the
Company to explain content more
carefully to people who visit cell-
phone shops, and reduce the
turnover ratio.
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@ What effects are produced with the strengthening of the RAF
network?
The Company's initiatives for strengthening the RAF network have enabled the following three

smartphone businesses to perform effectively. The consolidated results for the Company rose year
onyear as a result.

@ The number of paying subscribers (to the Company's own content) on smartphones -+
The strengthened RAF network has enabled (Millions of people)
the Company to steadily increase the number 5.90 g 4g 6-00

5.33 5.8 5.40 5.52
0

of new paying subscribers on smartphones.
The number of paying subscribers on smart-
phones grew to 6 million (as of September
30,2015).

Q1 Q2 Q3 Q4 Q1 Q2 03 Q4
'14/09 '15/09

@ Netsales for the RAF business (subscriptions to other companies’ content) -««««----

The RAF business applying the mechanism of
the RAF network to other companies' content
(income from commissions) is making a sig-
nificant contribution to consolidated operat-
ing income. The business has grown into a
business with stable earnings.

QL Q2 03 Q4 Q1 Q2 03 Q4
'14/09 '15/09

@ Net sales for the fixed monthly fee, unlimited use service for cellphone carriers -+

In particular, netsales forthe Company's fixed

monthly fee, unlimited use service for the Su- I: Ssugotoku-content
gotoku content offered by NTT DOCOMO, INC. SSRGS
expanded sharply. The sales expansion made

a significant contribution to consolidated op- I
erating income. [ . .

* Offered by NTT DOCOMO, INC., the Sugotoku content is a subscription ser-
vice for using unlimited content in a wide variety of genres for a fixed fee
of ¥380 per month (excluding tax). Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
* Offered by KDDI CORPORATION, the au Smart Pass is a subscription service '14/09 '15/09

for enjoying carefully selected content, coupons and entertainment pro-

grams for a fixed fee of ¥372 per month (excluding tax).

In the fiscal year ending September 30, 2016, the Company will further strengthen the RAF net-
work by taking measures including the operation of cellphone shops left idle, and link the net-
work reinforcement with the improvement of consolidated results through an increase in the
number of new subscribers.

Annual Report 2015 QKA
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Enlargement of contents service

The Company is adding high value to its services in a bid to improve average revenue per user
(ARPU).

Furthermore, the Company will increase the high billing rate among paying subscribers on
smartphones, making the most of its sales channel called the RAF network as explained on
page 12.

( )

- L Why is MTI working to improve ARPU?J ~

Sales in the content distribution business are calculated by using the following
formula. In order to boost sales, we need to increase either the total number of
paying subscribers or ARPU.

Total number
Netsales= ofpaying x ARPU x 12 months
subscribers

Because the total number of paying subscribers stays around 8 million, a ¥10 in-
crease in the average annual ARPU will lead to about a ¥1.0 billion increase in
sales, as shown below.

8 millions of

people ~ ¥10 x 12 months = ¥0.96 billion

Iy AnnualReport 2015

The Company will further improve ARPU by offering services with high added value in the follow-

ing three specific categories.

Music, books and videos

The Company enabled subscribers to enjoy
books, cartoons and videos, in addition to
music services, on a single website called
music.jp.

The Company began adding Hollywood
movies to its video titles in 2015 to bolster
its lineup. The Company will improve ARPU
by bolstering the lineup on demand and
enabling subscribers to enjoy a greater
number of the latest titles.

Weather information and Maps & Navigation

The Company enabled subscribers to access
weather information, maps and navigational
information on a single website at the same
time from their homes and outside locations
through the integration of its weather, map
and navigation services in July 2015. The
Company will improve ARPU by working to
offerservices that are able to provide applica-
tions that are more convenient for customers.

Healthcare-related

In view of growing questions about health
asked on the KARADAmedica website, the
Company increased the number of ques-
tions subscribers could ask via email, add-
ing in June 2015 an option of a maximum
of ten per month in addition to the existing
maximum of three per month. The number
of paying subscribers to a maximum of ten
questions per month has been increasing
favorably. The Company will improve ARPU
by working to expand services that elimi-
nate concerns and doubts about health.

@ musicjp

per month
(excluding tax)

¥300
v
¥400

Mad Max Fury Road Harry Potter and the Order of the Phoenix

© 2015 Warner Bros. Entertainment Inc. HARRY POTTER characters, names and related indicia

Allrights reserved. are trademarks of and©Warner Bros. Entertainment
Inc. Harry Potter Publishing Rights© J.K.R.© 2007
Warner Bros. Entertainment Inc. All rights reserved.

SA7L aciiv—

per month
(excluding tax)

+KARADAmedica

NSIAXT1H

per month
(excluding tax)

¥300
v
¥400

* The answers over the phones
made by healthcare providers,
not doctors.

Annual Report 2015 (@NE
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Phase to achieve sales for the Healthcare-related

The Company is approaching the business of healthcare services on a medium- to long-term basis.
Large in market size, these services, which are able to support the stages of customers' lives for a
long time, are anticipated to achieve strong growth in the future.

Women's health information service

Luna-Lunais a service that many
women feel close to. Originally
launched to predict menstrual
periods and ovulation dates,
Luna-Luna has evolved to cover
support for activities for increas-
ing the chance of pregnancy,
pregnancy and childcare.

¥

Luna' € Luna Luna € Luna.
Pregnant Wormen's Temperature
women's period check logbook
notebook
Reached

8 Million
Downloads!

Chemical
thermometer
coordination

* As the end of October, 2015

Genetic analysis service

In addition to offering standard
genetic analysis, the Company is
advancing studies on genes pecu-
liar to women with the coopera-
tion of Luna-Lunasubscribers.

DearGene

service

The Company will strive to support the health of its customers by linking each of its healthcare
services so that it can offer services with high added value.

-

iW) AnnualReport2015

@Developing healthcare information management

Electronic
maternity health
record book
service

Data coordination

Women's health
information
service

Luna Y Luna
NTNF

© Basic course
© Family course

Genetic analysis
service

[JEverSens
(Our subsidiary)

Medical information

service in cooperation

with medical doctors
and the like

KARADAmedica
(Our subsidiary)

bases to connect data in each service

Cooperation with

Data coordination
research cooperators

other companies and

organizations

100000
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Doctors, etc.

NEW!
New brand CARADA Healt.h management
service for athletes
o~ 2N cums
CARADA S\ Factory
(Our subsidiary)
N
7
Checkup service Machine to
machine service
Launched
for
Nutrition E-medicine
consulting service notebook
\ J

~

Health insurance
organizations

Hospitals

Pharmacies

Sportgyms

New brand CARADA

InNovember 2015, the Company launched
CARADA, a new brand for the centralized
management of all types of physical data
onasmartphone.

CARADA

* CARADA and CARADA are trademarks that MTI Ltd. owns the right to use.

CARADA CARADA
CARADA medicine checkup
notebook notebook
Managingour  Managing medicine  Recording and
body on a daily information for managing
basis ourselves and our medical
childrenina examination and

centralized manner  test results easily

Health management service for athletes

The Company offers a tool that enables
athletic gym trainers to manage train-
ing programs for gym members more
effectively.

2N cuviB
?_‘\\\W Factory

Medical information service in cooperation
with medical doctors and the like

KARADAmedicais a service that offers con-
sultations on matters including health,
pregnancy and childcare. The fast, courte-
ous support provided by expertsin a wide
range of fields through this service enjoys
a good reputation.
KARADAmMedica
NSITAF 1R
*The answers over the phones made by healthcare providers, not doctors.
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