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FY2020 Earnings Announcement (teleconference)

Event Summary

Date : May 14, 2021 15:30-16:30

Speakers : Akira Tanaka Representative Director, President & CEO
Noriaki Kuromizu Representative Director, Executive Vice President
Junichi Onoue Board Director, Executive Officer

Presentation

Moderator: Welcome to the financial results briefing of WOWOW INC. for the fiscal year
ending 2020. Thank you very much for taking time out of your busy schedule today.
Please note that the contents of today's briefing and the question and answer session will
be released in full through an external organization and posted on our corporate website.
In addition, the materials used in the telephone conference can be found on the financial
results briefing materials page of the Company's IR website.

This telephone conference is attended by Akira Tanaka, Representative Director President
and CEO; Noriaki Kuromizu, Representative Director Executive and Vice President; and
Junichi Onoue, Board Director and Executive Officer.

Tanaka will now explain the financial results highlights for FY2020. Please go ahead, Mr.
Tanaka.
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Tanaka: This is Tanaka. Thank you very much for attending the telephone conference

today.

| will now explain the highlights of the FY2020 financial results.

Please see page 2 of the slide for subscription.

In FY2020, there were 542,000 new subscriptions, 606,000 cancellations, and a net
decrease of 63,000 net subscriptions. Due to the impact of the new coronavirus, sports
events and live music performances were cancelled, resulting in a significant decline in net
subscriptions in Q1, and we struggled.

From Q2 onward, new subscriptions were driven by sports contents such as the US Open
Tennis Championships, in which Naomi Osaka won for the second time; the Australian
Open; and the UEFA Champions League; as well as commemorative programs for the 30th
anniversary of the station such as drama.

As a result, there was a net decrease in subscriptions for the fiscal year, but the number of
net subscriptions has been improving since Q2.
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Page 3 of the slide shows the consolidated income and expenses.

Net sales decreased mainly due to a decrease in paid broadcasting compared to the
previous fiscal year. Despite a decrease in program expenses, ordinary income decreased
due to a decrease in sales and increases in costs for WOWOW On-Demand and the start of
4K broadcasting.

In addition, as disclosed on April 30, net income decreased compared to the previous fiscal
year due to the recording of an impairment loss of approximately JPYZ2.1 billion.

For dividends, the year-end dividend per share will be JPY80 as initially forecasted.

Now, Onoue, who is in charge of accounting, will explain the details of the figures.
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Onoue: [, Onoue, will now explain up to the major consolidated income and expenses on
page 11.

First, page 4 of the slide shows the subscription status for FY2020.

The number of new subscriptions was 542,000, a decrease of 22,000 compared to the
previous fiscal year. The number of cancellations was 606,000, a decrease of 5,000
compared to the previous fiscal year; the number of net subscriptions was 63,000, a
decrease of 17,000 compared to the previous fiscal year; and the number of cumulative
net subscriptions was 2,791,000, a decrease of 63,000 compared to the previous fiscal
year.
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Please see page 5 of the slide.

This shows the transition of cumulative net number subscriptions since FY2016.

As | explained earlier, the number of net subscriptions in FY2020 decreased by 63,000, a
net decrease for the second consecutive fiscal year and a severe result.
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Please see page 6 of the slide.
This is the quarterly trend of the number of net subscriptions since the previous fiscal

year.
In Q1 of FY2020, net subscriptions were significantly negative, due to the postponement
and cancellation of sports events and live music performances caused due to coronavirus,
but since Q2, net subscriptions have been on a recovery trend as sports events and live
music performances have resumed.

In Q4, the Company launched WOWOW ON-Demand in January, an all-new on-demand
service, to improve convenience by enabling users to subscribe and use the distribution
service on the web even without a BS viewing environment.

In addition, we have enhanced our distribution content and started broadcasting and
distributing a new soccer content, the UEFA Champions League. As a result, although
there was a net decrease in the total number of subscriptions for the year, the total
number of net subscriptions since Q2 has been positive by 16,000, and compared to the
previous quarter, the trend has turned to an increase.
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Next is page 7 of the slide.

This section explains the consolidated income and expenditure situation.

In the current fiscal year, sales and profits decreased compared to the previous fiscal year.
Net sales were JPY79.165 billion, a decrease of JPY3.285 billion from the previous fiscal
year; ordinary income was JPY6.934 billion, a decrease of JPY2.291 billion from the
previous fiscal year; and net income was JPY2.942 billion, a decrease of JPYZ2.129 billion
from the previous fiscal year.

For the non-consolidated subsidiary, Actvila Corporation, the Company posted JPY353
million in the provision of allowance for doubtful accounts under non-operating losses and
JPY177 million in the loss on valuation of shares of subsidiaries and associates under
extraordinary losses.

In addition, the Company recorded an impairment loss of JPY2.131 billion in the
extraordinary losses due to the impairment of intangible assets and goodwill, et cetera, in
some businesses of WOWOW PLUS INC., a consolidated subsidiary, because the Company
could no longer expect the initially expected earnings.

The factors behind the differences in net sales and ordinary income from the previous
fiscal year will be explained on page 8 onward.



WOWOW

stbim BUEANEL

B TN _BE
J s Y
(&4 - EAM) ( gﬁgﬁéb | G ERE) —
0% |
85000 g5 450 N "/ 80,000
80,000 79,165 75,000
75,000 70,000
11,526
70,000 65,000
65,000 60,000 70,173
60,000 55,000
55,000 50,000
20194F  2020%E 20194E 20204
_ _ (e EAF) _ (&4 TAM)
WA EB 209%E 20204 BiHAzE | 2019%E | 20204 BiMGE
B EHGEITA 70,173 67,638 12534 70,173 67,638 A2534
7 OfBImA 12,277 11526 AT50 2316 2,249 166
82,450 79,165 3,285 72,489 69,888 A2,601

Fheh, AOARRERMDETTED 2T,

Please see page 8 of the slide.

This is a comparison of consolidated and non-consolidated net sales from the previous
fiscal year.

I'll explain the consolidated net sales on the left. Consolidated net sales decreased by
JPY3.285 billion compared to the previous fiscal year. As a breakdown, revenue of paid
broadcasting decreased by JPY2.534 billion due to a decrease in the number of cumulative
net subscriptions compared to the previous fiscal year. Other income includes income
from WOWOW stand-alone events and sales to non-Group companies by consolidated
subsidiaries.

During the fiscal year under review, revenue decreased by JPY750 million due to a
decrease in event revenue compared to the previous fiscal year as a result of the impact of
coronavirus and a decrease in sales to non-Group companies in telemarketing operations.



WOWOW

Efgfemrm B & DERER

EnER (+) AOER (L)
(4 FAR)
BEER EHIGERAR
+2,243 A2,534

VAT LB ﬁﬁﬁ%ﬁ . 9.225_§ﬁﬂ)
AATA

HEE5| S
A3563
il
S
O

N —

* HWEOEBEEHNEOER, “+ HENER (%ﬁtﬁ . 6,934'§HH)
Fhth, AAMAEERMDBTTED XY,

Please see page 9 of the slide.
This page describes the factors behind the differences in consolidated ordinary income. In
the left part are the factors behind the increase in profits, and in the right part are the

factors behind the decrease in profits.

First, | will explain the factors behind the increase. Program expenses decreased by
JPY2.243 billion compared to the previous fiscal year. Details will be provided on the next
page. The next factors are for the decrease. Paid broadcasting revenue decreased by
JPY2.534 billion. This was due to a decrease in the number of cumulative net subscriptions
compared to the previous fiscal year. System expenses increased by JPY474 million due to
the launch of WOWOW On-Demand and other factors.

In addition, the Company posted JPY353 million as a provision of allowance for doubtful
accounts for loans to non-consolidated subsidiary, Actvila Corporation. Due to the start of
4K broadcasting and other factors, technology expenses increased by JPY328 million and
depreciation expenses increased by JPY307 million. Others are due to deterioration in
income and expenses at consolidated companies and a decrease in equity in earnings of
affiliates. As a result, consolidated ordinary income decreased by JPY2.291 billion.
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Please turn to page 10.

This is a change in program expenses.

Due to a decrease in the number of new movie titles to be broadcast as a result of the new
coronavirus and cancellations of sports events and live music performances, program
expenses decreased by JPY2.243 billion compared to the previous fiscal year.

10
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Page 11 shows the status of revenues and expenditures for major consolidated

subsidiaries.

WOWOW COMMUNICATIONS INC. is a telemarketing company. Net sales were JPY9.413
billion, an increase of JPY346 million from the previous fiscal year, due to an increase in
business for WOWOW, despite a decrease in businesses to non-Group caused by the
impact of coronavirus.

On the other hand, ordinary income was JPY319 million, an increase of JPY48 million over
the previous fiscal year, due to the recording of employment adjustment subsidies as
non-operating income, despite the incurrence of expenses related to countermeasures
against infectious diseases.

WOWOW PLUS INC. is a company engaged in the broadcasting business. WOWOW PLUS
channel and the basic music channel of pops music are available on CS110 degree and
cable TV. Net sales totaled JPY5.067 billion, and ordinary income was JPY208 million.

In December last year, Cinéphile WOWOW, which delivered movies and dramas, changed
to WOWOW PLUS, and the channel was rebranded to include such genres as music, sports,
and theaters in addition to movies and dramas.

Also, the BS broadcasting business of WOWOW PLUS channel has been transferred to

11
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WOWOW with the aim of efficient operation of content procurement and organization. As
a result, sales and profits decreased compared to the previous fiscal year due to a
decrease in sales resulting from business succession and an increase in program expenses
and sales promotion costs associated with the rebranding of the channel.

This is all from me.

Moderator: Next, Tanaka will explain the long-term vision, 10-year strategy, and the
medium-term management plan.

Please go ahead, Mr. Tanaka.

12
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Tanaka: Please turn to page 13 of the material.

Currently, the business environment surrounding our company is becoming more
competitive every year, due to the emergence of new services focusing on video
distribution and the accompanying diversification of people’s way of accessing the
contents.

In addition, the entertainment industry has been severely hit by the impact of coronavirus,
including the postponement, cancellation, and scaling back of events in Japan and
overseas. At the same time, it can be said that the value of entertainment is being
reaffirmed and the need for it is growing even more.

In light of these changes in the business environment, in order to achieve
medium-to-long-term growth, we have formulated a long-term vision, a 10-year strategy,
and a medium-term management plan for fiscal years 2021-2025.

The basic policy of that is "to become an entity that provides exceptional value to society
and to achieve sustainable growth."

Content creates community and community creates culture. WOWOW will be a company
that consciously addresses all of these. For the next decade, WOWOW will turn this loop
powerfully.

13
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WOWOW'’s way of being is this loop itself, WOWOW's raison d'etre is the development of
this loop, and the future that WOWOW will realize is a rich entertainment culture created by

this loop.
WOWOW's 10-year strategy is this loop itself.

14
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Please see page 14 of the slide.

Here is the 10-year strategy statement.

Create, connect, and nurture.

Great contents generate passionate fans. When that enthusiasm is connected, a
community is born. The talents that gathers there inspire each other, new expressions are
born, and eventually, a culture is nurtured.

The days of just delivering contents created by companies in a one-way fashion are over.
Participate together, support together, and enjoy together.

WOWOW will provide the best stage for fans and creators to gather and will be the engine
that accelerates the entertainment culture.

15
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Please turn to page 15.

Here is a diagram of the concept of the 10-year strategy. We named this the 10-year
strategic WOWOW loop. By running this loop, we aim to become an entity that provides
special value to society and to grow sustainably.

16
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Please turn to page 16.

Based on this 10-year strategy, the medium-term management plan aims to redesign the
membership business structure and transform it from a traditional visual media business
to a content community business. We will change our relationship with our users from a
one-way delivery from WOWOW to a two-way communication and develop and provide
various services in dialogue with our fans.

A media service that provides a viewing experience through broadcasting and distribution
with contents at its core, a community service that provides new contents values such as
participation and support, and an entertainment service that expands the range of
contents experiences. We would like to improve the value of user experience in these three
business areas and build long-term relationships with our users.

17
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Please turn to page 17.

We have designated the first three years of our five-year medium-term management plan
as a period that requires dramatic changes and we will focus on thorough service reforms
from a user perspective. There are four key initiatives.

First, contents. We will develop flagship large-scale original contents and strengthen the
exclusivity of live entertainment such as sports and music. We will collaborate with
excellent creators and external partners to develop contents that will generate fans.
Instead of staying in the broadcasting and distribution business, we will expand across the
three business areas.

For media and service reform, in addition to acquiring new subscriptions, we will take
proactive measures to improve the subscription retention rate. We will continue to improve
convenience and satisfaction of users by constantly reflecting user feedback in service
improvements, such as improving the Ul/UX of WOWOW On-Demand and enriching the
distribution contents.

In the expansion of community services, we will develop a community that encourages not
only viewing but also participation and support, connecting fans with each other,
connecting fans with creators and partners, and providing a place where they can create

18
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and enjoy together.

And, for evolution of entertainment services, we will focus on the event and movie business
as key genres, aiming to expand the scale of the business by developing events from
original contents and developing contents linking to movies and dramas. In addition, we will
actively work on developing new businesses, such as regional development projects in
collaboration with local governments, by utilizing our contents procurement and planning
capabilities that we have cultivated.

19
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Please turn to page 18.

This is the world view of WOWOW that will be realized in the medium-term management
plan. We will provide our users with joy of watching through media services, joy of
connecting through community services, and joy of experiencing through entertainment,
and we will continue to expand.

By having our users lost in the world of entertainment provided by WOWOW, we hope to
provide our users with the kind of value that will make them love the contents more, make
their daily lives more enjoyable, and enrich their lives.

| explained the medium-term plan as our strategic targets. We will examine and announce
the numerical management targets every single year because there are various uncertain
factors in the corporate environment, such as the impact of coronavirus pandemic.
Moderator: Next, Mr. Tanaka will explain the business plan for FY2021. Please.

20
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Tanaka: | will now explain the business plan for FY2021.

Please turn to page 20.

The subscription plan for FY2021 is 730,000 new subscriptions, 710,000 cancellations,
20,000 net subscriptions, and 2,811,000 cumulative net subscriptions.

This year, the sports contents that we exclusively broadcast and distribute are strong. This
will be introduced later. In addition to sports contents, WOWOW On-Demand, which was
launched on January 13, will be expanded in earnest.

By enriching contents and improving service, we believe that we will be able to attract new
users along with those who subscribe through broadcasting. In addition, we are aiming to
increase the number of net subscriptions by 20,000 by expanding community services to
keep subscriptions and discourage churn.

21
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Please turn to page 21.

Income and expenditure plan for FY2021 is expected to increase in revenue and decrease
in profit.Consolidated net sales are expected to increase compared to the previous fiscal
year, mainly due 1o an increase in subscription fees and other revenues. Ordinary income is
expected to decrease compared to the previous fiscal year due to an increase in program
expenses as a result of broadcasting and distribution of major sporting events such as the
EURO.

We also plan to pay a year-end dividend of JPY50 per share, a decrease of JPY30
compared to the previous fiscal year.

22
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Please turn to page 22.

In FY2020, the amount of capital investment was higher than usual due to investment in 4K
broadcasting related equipment, but the planned investment amount for FY2021 is JPY3.2

billion. In the current fiscal year, we plan to invest mainly in broadcasting equipment and
user management systems.

23
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Please turn to page 23.

As | mentioned earlier, | would like to introduce some of the most notable sports contents
for the first half of this fiscal year.

After being postponed for a year, the UEFA EURO 2020, a soccer festival to determine the
strongest in Europe, will be broadcast live exclusively every day. We will broadcast it live, on
air, and on demand. In addition, we plan to broadcast a lot of noteworthy game live
performances on 4K.

For boxing, the match of WBA/IBF World Bantamweight Champion, Naoya Inoue against
the IBF World Bantamweight No. 1, Michael Dasmarinas, will be broadcast live and
live-streamed exclusively.

For tennis, the Championships, Wimbledon, which was cancelled last year, will be back, and
the four major tournaments will be back all together. In addition, the LPGA will be
challenged by a number of notable Japanese players.

In the soccer and boxing genres, we will also launch a community similar to WOWOW
Tennis World, which was very popular during the Australian Open. For example, to coincide
with the start of the EURO, we will launch the WOWOW Soccer Arena, a community site
with a theme of overseas soccer. We will provide special streaming videos and exclusive
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contents every day that will allow our users to enjoy soccer broadcasts from a new and
deeper perspective.

In addition, the Excite Match Fan Club, a boxing community site, will have a renewed SNS
and fan club site, as well as online events where fans can have fun with the live
commentators.

This is all from me.

Moderator: With that, we will conclude the presentation.
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Question & Answer

Moderator: We will now move on to the question and answer session.

Does anyone have any questions?

Questioner A: Thank you for your presentation.

The long-term management plan, including this 10-year strategy and the WOWOW loop,
was mentioned, and | understand that the time of just delivering contents created by
companies in a one-way fashion was over and that the 10-year strategy is to participate,
support, and enjoy together. | also saw the diagram of loop that combines Content, Culture,
and then Community for the WOWOW fee.

Basically, | think the Company has had communities, or events for fans. Basically, the
Company is going to shift from the business model where they create content to provide
to the other business model that is interactive or incorporates communities. | think this is
a big change. If you have any more specific information on the purpose of the shift to a
new service model that incorporates communities at this timing and what exactly can be
achieved by this change, could you explain?

That is all from me. Thank you.

Tanaka: Tanaka will answer.

First of all, as for your question about the timing, | don’t have to explain here again the
recent changes in the business environment. The great spread of video streaming services
has made packaged contents, mainly movies and foreign dramas, very accessible, and
users’ viewing environments at home have changed dramatically. This is the main reason
why we need to provide new value to our users at this time, and show the value of
subscribing WOWOW and enjoying its contents at this timing, and this is the reason for this
timing.

As for your question about what we can gain from this, | would like you to take a look at the
map of WOWOW's worldview that we will provide to our users through the medium-term
management plan. In this entirety, | hope to realize the world that WOWOW offers to its
members.

Of course, not everything will be launched uniformly, and our services that we provide to
our users, or members, who communicate with WOWOW, will not only allow them to watch
this kind of world, but also to participate in it, to experience it, to work together to create
some kind of entertainment, or even to do some kind of crowdfunding to support a young
Japanese player following Nishikori, or support a theater company.

There is a blank circle in the middle, but we would like to work together with our users to
start services that they want.

Maybe it's a school; maybe it's some kind of social contribution activity. | think creating
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services in an interactive relationship with our users would be a major change and | believe
that this will lead to an increase in the retention rate of WOWOW members in terms of
numbers. Does this make sense?

Questioner A: Thank you very much.

I'm sorry, can | ask one additional question about the WOWOW worldview? In this new
world view, | think you will be able to add shopping and travel services other than what your
company has provided in the past. Is this something that you plan to realize on your own, or
do you plan to actively collaborate with other companies to realize this? Is this something
that you want to achieve on your own or do you want to collaborate and cooperate with
other companies? Which is it, the former or the latter?

Tanaka: There may be cases where we go for it on our own, but the most important thing
is to be able to create the happiest lives and the happiest entertainment lives of our users.
Thus, we hope to expand the convenience and joy of our users by collaborating with
external parties.

Questioner A: | see. Thank you very much.

Moderator: Thank you. Do you have any other questions? Are there anyone else?

[t seems that there are no other questions. With that, we would like to conclude here.
Lastly, President Tanaka will say a few words.

Tanaka: Thank you very much for your attention and your questions.

The 10-year strategy as a long-term vision and the medium-term management plan that |
have introduced today were formulated after more than a year of discussions and debates
led by directors and general managers in the field. It is not a top-down plan, and it is not a
plan formulated only by a few planning departments. In this sense, | would like to conclude
by saying that the plan is matched by the front-line employees fighting on the front lines.
In the midst of a drastically changing business environment, we all shared a sense of crisis,
and at the same time, we shared WOWOW's raison d'etre and goals. We decided to
redesign our membership business from the video media business through broadcasting
and distribution, which we had been doing for the past 30 years, to a content community
business that goes beyond just viewing.

It is, after all, a new experiment. Most of the measures have only just begun to be
implemented. We would like to ask for your understanding and continued support.

Thank you very much for joining us today.

Moderator: This concludes the presentation of FY2020 financial results.

Thank you very much for joining us today.

[END]
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