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1. Financial Highlights for the Nine Months Ended September 30, 2018
(1) Consolidated Results of Operations

. - Net Income Attributable
Net Sales Operating Income Ordinary Income to Owners of the Parent
Million yen % Million yen % Million yen % Million yen %
Nine Months Ended
September 30, 2018 117,976 9.5 27,226 (2.5) 27,739 (1.4) 21,010 2.4
Nine Months Ended
September 30, 2017 107,782 135 27,929 9.4 28,145 15.5 20,515 175

(Note) Comprehensive Income:

(21,818million yen 347.5% as of September 30, 2017)

19,616million yen minus 10.1 % as of September 30, 2018

Net income per share Net income per share
(basic) (diluted)
Yen Yen

Nine Months Ended

September 30, 2018 152.02 150.53
Nine Months Ended

September 30, 2017 149.39 148.10

(2) Consolidated Financial Position

Total assets Net assets Equity ratio
As of Million yen Million yen %

September 30, 2018 336,650 182,569 54.0
December 31, 2017 331,157 177,077 53.0

(Note) Net Assets after deduction of Share acquisition rights and Minority interest

: 181,813million yen as of September 30, 2018 (175,409million yen as of December 31, 2017)




2. Dividend of Surplus

Cash dividends per share
As of The first The second The third Annual end Total
quarter end quarter end quarter end
Yen Yen Yen Yen Yen
December 31, 2017 — 0.00 - 149.00 149.00
December 31, 2018 — 0.00 —
Projection for FY 2018 — -
(Note) Revision of the projection of dividend for the Third quarter of FY 2018 : No

(Note) The dividend projection for FY2018 annual end has not been determined yet.

3. Forecasts of consolidated financial results for FY 2018
(January 1, 2018 through December 31, 2018)
(Note) For the forecast of FY 2018, please refer to next page.

4. Others
(1) Change in the basis of consolidation and application of equity method : No
(2) Application of simplified or specified accounting procedures o Yes

(3) Changes in accounting principles, accounting estimates and restatement

(D Changes under the revision of Accounting Standards . No
@ Changes in Accounting Principles other than D : No
@) Changes in Accounting Estimates : No
@ Restatements . No

(4) Number of shares issued (common shares)

(@ Number of shares issued (including treasury stocks):
140,293,004shares as of September 30, 2018
140,293,004shares as of December 31, 2017

@ Number of treasury stocks :

842,974 shares as of September 30, 2018
2,657,574 shares as of December 31, 2017

@) Average number of shares outstanding :

138,213,905 shares nine months ended September 30, 2018
137,328,083 shares nine months ended September 30, 2017

* Statement relating to the status of the quarterly review procedures

This quarterly report is not subject to the quarterly review procedures, which are based on the Financial Instruments and

Exchange Law. The review procedures for quarterly consolidated accounts have not finished at the point of the announcement of

the quarterly financial results.
* Explanation for the proper use of projection and other notes

Any forward-looking statement in this report including forecast results, are based on certain assumptions that were deemed

rational as well as information currently available to the Company. However, various factors could cause actual results to differ
materially. Please refer to (3) Qualitative Information on the Consolidated Earnings Forecast on page 3 of the attachment for

conditions serving as assumptions for forecast results.



Forecasts of consolidated financial results for FY 2018

Net income
Net sales Operating income Ordinary income |attributable to owners| Net income
of the parent per share (basic)
EY2018 Million yen % Million yen % Million yen % Million yen % Yen
(January 1, 2018
through December 164,800 10.7 40,700 11.7 40,800 10.2 28,400 105 206.34
31, 2018)
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1 Qualitative Information and Financial Statements

(1) Qualitative Information on the Consolidated Business Results
(Unit: million yen)

Net Sales
Nine Months Ending | Nine Months Ending
Third (gcuarter Third (gcuarter Rate of Change
FY2018 FY2017
Japan 46,605 43,459 7.2%
North America Reg. 30,930 30,065 2.9%
Europe Reg. 20,764 17,330 19.8%)
Asia and Pacific Reg. 16,561 13,738| 20.5%
Latin America Reg. 3,114 3,188 -2.3%
Total 117,976 107,782 9.5%

During this term of fiscal year 2018, from January 1 to September 30, even though the world economy stayed mostly firm, it has been
going through rising trade frictions between mainly U.S.-China, the impact of an interest-rate issue, and both of those seen in
concerning of downturn emerging nation’s economy, etc. as various risks.

Though Japan economy has been on a moderate recovery trend continuously with improved mainly corporate profits and a variety of
healthy economic indices, it is still going through over concerns economic impacts as of mentioned above world economic risks and
growing natural disasters risks.

In the worldwide Information Technology industry, cloud computing including server virtualization and related services have been still
attracted from both home and abroad in IT industry market. In addition, corporates’ interests in new fields including 10T (Internet of
Things) and Al (Artificial Intelligence), etc. have been leading IT spending. Worldwide IT spending will be estimated to rea ch into
$3.7 trillion by the end of 2018 that marks a 6.2% increase from the year prior.

In the cyber security industry, the General Data Protection Regulation (GDPR) became enforceable beginning 25 May 2018. On the
other hand, multitude of cyber terrorism that targets specific companies, organizations, and even state institution, etc., a spate of
identity theft in both business client information and personal private information, and cryptocurrency drain have been still coming
across occasionally. In addition, the data scandal that personally identifiable information of the SNS users suffered unauthorized use
by third party revealed. This recent high-visibility incident required showing more rigorous approach to information management to
the collection-side.  In future, increasing in more sophisticated attacking, the industry will be required to adopt a techniques to
minimize the risk of various threats as like ransomware, targeted to cryptocurrencies, 10T devices and environment, social or political
cyber attacking, etc.

Under such environment, our group business conditions are as follows:

With regards to sales in Japan region, consumer business has increase slightly due to sustain roughly the same level in the number of
users as the same period in the previous year. In Enterprise business, not only traditional security business including Unified Threat
Management (UTM) products sales performed well, but also cloud related business shows growth. As a result, net sales for this
period in Japan region amounted to 46,605 million yen (7.2% increase from the same period in the previous year.)

For North America region, consumer business sales have recovered to positive growth this period compare to the same period in the
previous year. On the other hand, enterprise business has booked only domestic TippingPoint business sales, which used to be booked
including any other regions’ sales, since this fiscal year. Though this fact has brought about negative impact on this region sales,
enterprise business sales has showed steady performance due to mainly cloud related business. As the result, though there was a
strong yen impact, sales for this period in North America region was 30,930 million yen (2.9% increase from the same period in
previous year.)

In Europe region sales, both cloud related business and network security related business including TippingPoint business contribution
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showed growth. In addition, there was a weak yen impact. As the result, net sales in this region were 20,764 million yen (19.8%
increases from the same period in previous year).

In the Asia Pacific region, not only mainly Australia, but also Middle East area and Southeast Asia where showed substantial growth
have lead this region sales. Especially cloud related business and network security related business including TippingPoint business
effects have been going well to this region sales. As a result, net sales for this period in Asia Pacific region amounted to 16,561
million yen (20.5% increase from the same period in the previous year) which is the highest net sales growth among the 5 sales regions.
In the Latin America region sales, though cloud related business and traditional products sales have been leading entire this region
sales. Especially Brazil has not going well. In addition, there was a strong yen impact. As the result, net sales in this region were
3,114 million yen (2.3% decreases from the same period in previous year).

As a result, the consolidated net sales for this period (this term of fiscal year 2018, from January 1 to September 30,) marked 117,976
million yen (9.5% increase from the same period in previous year.)

Cost of sales and operating expenses increased totaled 90,749 million yen (13.6% increase from the same period in previous year.)
This increase was mainly due to increase in people costs based on staff up, hardware purchase caused by network security related
business sales growth, and getting volume public cloud service usage, etc. In spite of net sales increase, its growth amount has not
been enough to absorb total cost amount growth. As a result, consolidated operating income for this period was 27,226 million yen
(2.5% decrease from the same period in previous year).

The consolidated ordinary income for this period was 27,739 million yen (1.4% decrease from the same period in previous year) and
the net income attributable to owners of the parent for this period was 21,010 million yen (2.4% increase from the same period in

previous year).

(2) Qualitative Information on the Consolidated Financial Positions

Cash and bank deposits at the end of this period amounted to 107,754 million yen, an increase of 21,856 million yen from FY2017
annual closing. Total assets at the end of this period were 336,650 million yen, 5,493 million yen increase from FY2017 annual
closing. Even though marketable securities and note receivable showed a decrease, this increase was due to increase in cash and
investments securities, etc.

On the other hand, though accrued income and other taxes was decrease, total liabilities at the end of this period were 154,081 million
yen, 1 million yen increase from FY2017 annual closing caused by non-current deferred revenue increase, etc.

As a result, total net assets at the end of this period were 182,569 million yen, 5,491 million yen increase from FY2017 annual closing.

This increase is due to treasury stock decreasing caused by exercises of stock options, etc.
(3) Qualitative Information on the Consolidated Earnings Forecast
As of now, we do not revise our consolidated results forecast for the full fiscal year ending December 31, 2018 (released on February

15, 2018).

Business forecast for the Annual of FY2018 (January 1, 2018 — December 31, 2018)

Consolidated net sales 164,800 million yen
Consolidated operating income 40,700 million yen
Consolidated ordinary income 40,800 million yen
Net income attributable to owners of the parent 28,400 million yen

In development of the business forecasts, the premise of an exchange rate for the Annual forecast FY2018 (January 1, 2018 —
December 31, 2018) are as follows:

1US$ 111 yen

1 Euro 132 yen



2. Others

(1) Movement of Significant Subsidiaries
N/A

(2) Application of Simplified or Special Accounting Procedures

(Calculation of income tax expenses)
Multiply net income before tax for this period (9 months) by effective tax rate, which is rationally calculated based on projected

annual profit and its taxes taking into consideration of deferred tax accounting. In addition, deferred tax expense is included in
income taxes.

However,if the calculation of tax expenses using the effective tax rate results in a markedly unreasonable outcome,tax expenses
are calculated by using the statutory effective tax rate after adding and subtracting important differences that do not fall under

temporary differences to and from profit before income taxes.



3. [CONSOLIDATED FINANCIAL STATEMENTS]

Q) [Consolidated Balance She ets])

(Million yen)

Account

December 31, 2017

September 30, 2018

(Assets)
Current assets
Cash and bank deposits
Notes and Accounts receivable, trade
Marketable securities
Inventories
Deferred tax assets
Others
Allowance for bad debt
Total current assets
Non-current assets
Property and equipment
(1) Office furniture & equipment
(2) Others
Total property and equipment
Intangibles
(1) Software
(2) Goodwiill
(3) Others
Total intangibles
Investments and other non-current assets
(1) Investment securities
(2) Investments in subsidiaries and affiliates
(3) Deferred tax assets
(4) Others
Total investments and other non-current assets

Total non-current assets
Total assets

85,897 107,754
40,065 32,814
66,535 50,880
2,980 3,495
15,810 16,029
5,788 7,443
(286) (275)
216,792 218,142
4,278 4,213
3,044 4,334
8,222 8,548
11,482 11,072
14,978 11,492
13,834 14,397
40,294 36,961
49,788 56,409
2,605 3,067
11,863 12,140
1,590 1,381
65,847 72,998
114,365 118,508
331,157 336,650




(Million yen)

Account

December 31, 2017

September 30, 2018

(Liabilities)
Current liabilities

Accounts payable and Notes payable, trade

Accounts payable, other

Accrued expenses

Accrued income and other taxes

Allowance for bonuses

Allowance for sales returns

Deferred revenue

Others

Total current liabilities

Non-current liabilities

Deferred revenue

Net defined benefit liability

Others

Total non-current liabilities
Total liabilities

(Net assets)
Shareholders' equity

Common stock

Capital surplus

Retained earnings

Treasury stock, at cost

Total shareholders' equity

Accumulated other comprehensive income

Net unrealized gain (loss) on debt
and equity securities

Foreign currency translation adjustments
Remeasurements of defined benefit plans

Total accumulated other
comprehensive income

Stock acquisition rights
Non-controlling interests
Total net assets
Total liabilities and net assets

730 724
4,635 5,191
5,636 5,551
3,509 1,660
2,312 1,965

795 1,093
83,534 83,667
7,610 5,655
108,764 105,509
38,450 40,435
4,906 5,122
1,057 3,013
45,315 48,571
154,079 154,081
18,386 18,386
23,162 24,506
140,794 141,298
(8,717) (2,765)
173,626 181,426
38 (35)
2,263 891
(519) (469)
1,782 386
1,662 749

6 6
177,077 182,569
331,157 336,650




(2) [Consolidated Statements of Income Consolidated Statements of Comprehensive Income]

Consolidated Statements of Income

(Million yen)

Nine months ended
September 30, 2017

Nine months ended
September 30, 2018

Net sales
Cost of sales
Gross profit
Operating expenses
Operating income
Non-operating income
Interest income
Gain on sale of marketable securities
Equity in gains of affiliated companies
Gain on valuation of derivatives
Other income
Total non-operating income
Non-operating expenses
Interest expenses
Foreign exchange loss
Loss on sales of marketable securities
Loss on disposal of fixed assets
Other expenses
Total non-operating expenses
Ordinary income
Net income before taxes
Income taxes
Net income
Net income attributable to non-controlliong interests
Net income attributable to owners of the parent

107,782 117,976
20,017 23,252
87,765 94,724
59,835 67,497
27,929 27,226

837 1,060
72 —
413 8
143 43
266 115
1,733 1,227
3 1
1,348 191
44 173

45 296

76 50
1,518 713
28,145 27,739
28,145 27,739
7,628 6,728
20,516 21,011
1 0
20,515 21,010



Consolidated Statements of Comprehensive Income

(Million yen)

Nine months ended
September 30, 2017

Nine months ended
September 30, 2018

Net income

Other comprehensive income
Valuation difference on available-for-sale securities
Foreign currency translation adjustment
Remeasurement of defined benefit plans

Share of other comprehensive income of associates
accounted for using equity method

Total other comprehensive income
Comprehensive income

Comprehensive income attributable to
owners of the parent

Comprehensive income attributable to
non-controlling interests

20,516 21,011
251 (73)
1,050 (1,826)
101 50
(101) 453
1,301 (1,395)
21,818 19,616
21,817 19,615
1 0



(3) [Consolidated Statements of Cash Flows]

(Million yen)

Account

Nine months ended
September 30, 2017

Nine months ended
September 30, 2018

Cash flows from operating activities:

Net income before taxes
Depreciation and amortization
Stock compensations
Amortization of goodwill
Increase (decrease) in allowance for bad debts
Increase (decrease) in allowance for sales returns
Increase (decrease) in net defined benefit liability
Interest income
Interest expenses
Equity in (earnings)/loss of affiliated companies
(Gain) loss on disposal of Fixed assets
(Gain) loss on sale of marketable securities
(Gain) loss on valuation of derivatives
(Increase) decrease in notes and accounts receivable
(Increase) decrease in inventories
Increase (decrease) in notes and accounts payable

Increase (decrease) in accounts payable, other
& accrued expenses

Increase (decrease) in deferred revenue
Virtual share bonus plan
Others
Subtotal
Proceeds from interest and dividend received
Payment for interest expenses
Payment for income tax
Net cash provided by operating activities
Cash flows from investing activities:
(Payments for)/Proceeds from time deposits

Payments for purchases of marketable securities
and securities investments

Proceeds from sale or redemptions of marketable
securities and securities investments

Payments for purchases of property and equipment
Payments for purchases of other intangibles
Others
Net cash provided by investing activities
Cash flows from financing activities:
Receipt from disposal of treasury stock
Dividends paid
Net cash used in financing activities
Effect of exchange rate changes on cash and cash equivalents
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

28,145 27,739
6,772 8,666
424 370
3,216 3,303
(12) (6)
486 299
186 261
(837) (1,060)

3 1

(413) 8
45 296

(28) 173
(143) (43)
3,809 6,919
(1,087) (502)
3 2
(1,011) (323)
4,826 2,806
570 (34)
(3,725) (3,364)
41,222 45,496
1,157 1,191
3 1
(9,175) (8,939)
33,201 37,747
(3,176) (3,469)
(30,939) (28,107)
25,930 41,221
(3,367) (2,422)
(5,937) (6,839)
9 —_
(17,481) 382
1,214 6,013
(18,679) (19,787)
(17,465) (13,774)
(102) (2,106)
(1,847) 22,249
102,375 98,440
100,527 120,689




(4) Footnotes on Consolidated Financial Statements
(Footnote on Going Concern)
N/A

(Notes on Significant Changes in Stockholders' Equity)
N/A

(Segment Information)
Information on sales, profit/loss by reporting segments
For the previous fiscal year (from January 1, 2017 to September 30, 2017)
1. Information on net sales and profits by reporting segment

(Million Yen)
. . . Amtin
North Asia Latin Adj
Japan America Europe Pacific America Total *)3 Co(n*)P 4&L
Sales
(1) Net sales to _
external customers 43,459 30,065 17,330 13,738 3,188 107,782 107,782
(2) Intercompany sales 109 3,569 4,359 16,657 138 24,834 | (24,834) —
Total 43,569 33,635 21,689 30,395 3,327 132,617 | (24,834) 107,782
Segment income 13,937 5,355 4,432 2,999 1,121 27,846 83 27,929
(Note)
1 The classification of the geographical segment is based on geographic proximity.
2 Major countries other than Japan:
North America U.S.A,, Canada
Europe Ireland, Germany, Italy, France, UK
Asia Pacific Taiwan, Korea, Australia, China, The Philippines, Singapore, Malaysia, Thailand, India, UAE, Egypt
Latin America Brazil, Mexico

3 Consolidation Adjustment in segment income 83M comes from the elimination between segments transaction.

4 Total amount of segment income is adjusted to operating income in consolidated statement of income.
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For the current fiscal year (from January 1, 2018 to September 30, 2018)

1. Information on net sales and profits by reporting segment

(Million Yen)
. . . Amtin
North Asia Latin Adj

Japan America Europe Pacific America Total (@X] Co(n*l):’ 4&L
Sales
(1) Net sales to 46,605 | 30,930 | 20,764 | 16,561 3,114 | 117,976 —| 117,976

external customers

(2) Intercompany sales 65 6,315 3,045 17,442 14 26,884 | (26,884) —
Total 46,671 37,246 23,810 34,004 3,129 | 144,861 | (26,884) 117,976
Segment income 13,876 6,055 3,780 2,899 540 27,153 73 27,226

(Note)

1 The classification of the geographical segment is based on geographic proximity.

2 Major countries other than Japan:
North America

Asia Pacific

Latin America Brazil, Mexico

U.S.A., Canada
Europe Ireland, Germany, Italy, France, UK

3 Consolidation Adjustment in segment income 73M comes from the elimination between segments transaction.

4 Total amount of segment income is adjusted to operating income in consolidated statement of income.
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