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1. Consolidated Financial Results for the Third Quater Ended December 31, 2017

(April 1, 2017 — December 31, 2017)
(1) Consolidated results of operations (Percentages represent year-on-year changes)

|, Profit attributable to

Net sales Operating income Ordinary income
owners of parent
Million yen % | Million yen % | Million yen % | Million yen %
Nine months ended Dec. 31, 2017 10,506 9.7 96 - 140 - 65 -
Nine months ended Dec. 31, 2016 9,574| 19.4 (38) - 10 - (28) -
Note: Comprehensive income (million yen) Nine men¢nded Dec. 31, 2017: 92 (- %)

Nine months ended Dec. 31, 2016: (30) (- %)

Net income per shareDiIUted net income p¢
share
Yen Yen
Nine months ended Dec. 31, 201} 12.42 -
Nine months ended Dec. 31, 2016 (5.50) -
(2) Consolidated financial position
Total assets Net assets Equity ratio Net assetshaee

Million yen Million yen % Yen
As of Dec. 31, 2017 10,345 5,701 54.7 1,077.99
As of Mar. 31, 2017 10,281 5,741 55.4 1,084.74
Reference: Shareholders’ equity (million yen) Adefc. 31, 2017: 5,657 As of Mar. 31, 2017: 5,692
2. Dividends

Dividend per share
1Q-end 2Q-end 3Q-end Year-end Total
Yen Yen Yen Yen Yen

Fiscal year ended Mar. 31, 2017 0.00 - 25.00 25.00
Fiscal year ending Mar. 31, 2018 - 0.00 -
Fiscal year ending Mar. 31, 2018 (forecasts) 25.00 25.00

Note: Revisions to the most recently announcedidivil forecast: None

3. Consolidated Earnings Forecasts for the Fiscal ¥e Ending March 31, 2018 (April 1, 2017 — March 312018)
(Percentages represent year-on-year changes)

L . . Profit attributable to Net income per
Net sales Operating income| Ordinary income
owners of parent share
Million yen % | Million yen % | Million yen % | Million yen % Yen
Full year 14,625 2.8 790| 38.3 795 27.4 470 14.4 89.56

Note: Revisions to the most recently announcedal@@ed earnings forecasts: None



* Notes

(1) Changes in consolidated subsidiaries duringptrad (changes in scope of consolidation): None
Newly added: - Excluded: -

(2) Application of special accounting methods foegenting quarterly consolidated financial statesiedone

(3) Changes in accounting policies and accountaget estimates, and restatements

1) Changes in accounting policies due to revisioreccounting standards, others: ~ None

2) Changes in accounting policies other than byab None
3) Changes in accounting-based estimates: None
4) Restatements: None

(4) Number of outstanding shares (common shares)
1) Number of shares outstanding at the end opén®d (including treasury shares)

As of Dec. 31, 2017: 5,612,230 shares As of Mar.2B17: 5,612,230 shares
2) Number of treasury shares at the end of theger
As of Dec. 31, 2017: 364,210 shares As of Mar.2®1,7: 364,210 shares

3) Average number of shares outstanding duringénsd
Nine months ended Dec. 31, 2017: 5,248,020 shares Nine months ended Dec. 31, 2016: 5,248,020 shares

Note 1: The current quarterly summary report issulfject to quarterly review procedures.

Note 2: Cautionary statement with respect to fodalaoking statements

Forecasts of future performance in these matesi@$ased on assumption judged to be valid andnafiion available to the
Company’s management at the time the materials preqgared, but are not promises by the Companydeggfuture
performance. Actual results may differ materialigrfi the forecasts. Please refer to “1. Qualitatifermation on Quarterly
Consolidated Financial Performance, (3) Explanatib@onsolidated Forecasts and Other Forward-lapEtatements” on page 3
for forecast assumptions and notes of caution $aga.
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1. Qualitative Information on Quarterly Consolidated Financial Performance
(1) Explanation of Results of Operations

In the first nine months of the current fiscal yetre overall Japanese economy continued to recavex
moderate pace. The recovery is backed by the ksnafieconomic initiatives along with ongoing impements
in corporate profits, the number of jobs and peatdncome. However, the outlook remains unclearniyai
because of concerns over increased uncertaintytabarseas economies, such as political trendgénlnited
States and Europe, slowing economic growth in Claimé other emerging countries in Asia, the U.Kvieg the
EU, and continuous terrorism attacks.

In the IT industry in Japan, according to the latatistics in the “Survey of Selected Serviceusidies” by the
Ministry of Economy, Trade and Industry (the fildvember figures), net sales rose 1.3% year on iyeBiscal
2016 (compared with 2.6% annual growth in Fiscal®0 keeping a positive trend. The monthly salgsifiés
increased year on year during the period from Aug@046 to November 2017, in all months except AUQ@@s 7.
These figures indicate that the IT industry as alhs on a moderate growth path.

In the first nine months, the Japan System TechesiqGroup (Japan System Techniques Co., Ltd. and its
consolidated subsidiaries, hereafter “the Group$tpd net sales of 10,506 million yen (up 9.7% y@arear),
operating income of 96 million yen (vs. operatingd of 38 million yen in the same period of thevjwas fiscal
year), ordinary income of 140 million yen (up 1,2B% year on year), and profit attributable to ovenef parent

of 65 million yen (vs. loss attributable to ownerfsparent of 28 million yen in the same period loé tprevious
fiscal year). Results by segment were as follows.

In the software business (individualized contracteftware development), sales for the manufactuniystry
and the telecommunications industry increased wihiéze was a decrease in sales for the servicé/medastry,
finance/insurance/brokerage industry and publidaredet sales in this business totaled 7,294 onillyen (up
2.5% year on year) and operating income was 15fomiyyen (up 56.5% year on year).

In the package business (development, sale antedesrvices of operational reform packages foostd), there
was an increase in sales of highly profitable itenduding end user computing (EUC: contracted deyment
of package-related systems) sales, implementatippart and program product (PP) sales to univesitivhile
sales of the IT equipment sales and operation sesuvieclined. Net sales in this business totaled118illion
yen (up 3.2% year on year) and operating income Qvasllion yen (vs. operating loss of 43 millionryén the
same period of the previous fiscal year).

In the system sales business (IT equipment salels|@ftelecom infrastructure construction), sales fbe
service/retail industry, universities and publictees increased. Net sales in this business tothJ281 million
yen (up 96.9% year on year), and operating loss Jamillion yen (vs. operating loss of 25 millioery in the
same period of the previous fiscal year).

Lastly, in the medical big data business (inspectianalysis and related services of medical infdiomg,

introduction of cloud services for managing heaftburance claims at local governments was strorgg.ddles in
this business totaled 578 million yen (up 14.7%ryea year), and operating loss totaled 58 millie@nyvs.
operating loss of 64 million yen in the same perdddhe previous fiscal year).

Features of the Group’s quarterly results

A feature of the Group’s software, package andesystsales businesses is that the delivery inspepgoiod of
most customers concentrates in March, the last maftthe fiscal year for most companies, and then i
September, the last month of the second quartes fifeans that the Group’s earnings in the first #mcd
quarters tend to be much smaller than in the seamadfourth quarters.



Japan System Techniques Co., Ltd. (4323) FinaRgallts for the Third Quarter of FY3/18

(2) Explanation of Financial Position
1) Balance sheet position

The balance of current assets at the end of thé thiarter of the current fiscal year was 7,840Qiorlyen, up 89
million yen from the end of the previous fiscal yedhis was mainly due to the collection of accaunt
receivable-trade, an increase in cash and depdsédo advances received and short-term loans payabd an
increase in work in process. The balance of nometurassets was 2,505 million yen at the end ofthied
guarter, down 25 million yen from the end of theous fiscal year.

The balance of current liabilities at the end & third quarter was 3,165 million yen, up 87 mifligen from the
end of the previous fiscal year. This was mainlg do an increase in advances received, short-teamsl payable
and a decrease in provision for bonuses. The balahoon-current liabilities was 1,478 million yatthe end of
the third quarter, up 16 million yen from the erfdtee previous fiscal year.

The balance of net assets was 5,701 million yeheend of the third quarter, down 39 million yearh the end
of the previous fiscal year. This was mainly duatoincrease in accumulated other comprehensivairdn the
first nine months and the payment of dividends.

2) Cash flows

Cash and cash equivalents increased 611 millionfrem 1,951 million yen at the beginning of the @nt fiscal
year to 2,562 million yen at the end of the firsteamonths of the current fiscal year.

Cash flows by category were as follows.

Cash flows provided by operating activities totalsl7 million yen, an increase of 165 million yemrr 292
million yen provided in the same period of the poes fiscal year. This increase was mainly duentangrease in
proceeds from collection of notes and accounts ivabée-trade while there was a decrease in outlys
inventories.

Cash flows used in investing activities totaledrBlion yen, a decrease of 62 million yen from 28lion yen
provided in the same period of the previous figesr. This decrease was mainly due to decreagmsrahases of
property, plant and equipment and shares of sudnsédi while there was a decrease in proceeds feoroatlation
of time deposits.

Cash flows provided by financing activities total&84 million yen, an increase of 75 million yen rfro108
million yen provided in the same period of the poes fiscal year. This increase was mainly duentangrease in
short-term loans payable.

(3) Explanation of Consolidated Forecasts and OthelForward-looking Statements

We maintain the May 12, 2017 forecasts for thedigear ending March 31, 2018: net sales of 14 ®25on
yen (up 2.8% year on year), operating income of i#8llion yen (up 38.3% year on year), ordinary ineo of
795 million yen (up 27.4% year on year), and prafitibutable to owners of parent of 470 milliomy@ip 14.4%
year on year).
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2. Quarterly Consolidated Financial Statements andNotes

(1) Quarterly Consolidated Balance Sheet
(Thousands of yen)

FY3/17 Third quarter of FY3/18
(As of Mar. 31, 2017) (As of Dec. 31, 2017)
Assets
Current assets
Cash and deposits 2,365,633 2,978,968
Notes and accounts receivable-trade 4,374,348 3,081,321
Merchandise and finished goods 86,509 225,536
Work in process 505,244 1,139,598
Raw materials and supplies 3,317 2,211
Deferred tax assets 270,257 203,891
Other 149,426 210,798
Allowance for doubtful accounts (3,858) (2,004)
Total current assets 7,750,879 7,840,322
Non-current assets
Property, plant and equipment
Buildings and structures 669,615 655,165
Accumulated depreciation (347,533) (366,474)
Buildings and structures, net 322,081 288,691
Land 142,361 142,361
Other 375,955 379,515
Accumulated depreciation (241,349) (269,396)
Other, net 134,606 110,119
Total property, plant and equipment 599,049 541,171
Intangible assets
Goodwill 40,491 31,699
Software 109,996 84,915
Other 7,626 7,626
Total intangible assets 158,114 124,240
Investments and other assets
Investment securities 625,020 711,944
Net defined benefit asset 479,037 493,254
Deferred tax assets 76,560 57,136
Guarantee deposits 376,763 371,696
Other 260,605 250,619
Allowance for doubtful accounts (44,649) (44,609)
Total investments and other assets 1,773,336 1,840,041
Total non-current assets 2,530,500 2,505,454
Total assets 10,281,379 10,345,776
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(Thousands of yen)

FY3/17 Third quarter of FY3/18
(As of Mar. 31, 2017) (As of Dec. 31, 2017)
Liabilities
Current liabilities
Notes and accounts payable-trade 1,122,286 1,067,000
Short-term loans payable 26,678 360,797
Current portion of long-term loans payable 8,400 8,400
Income taxes payable 281,537 15,044
Provision for bonuses 615,341 316,837
Provision for directors’ bonuses 29,174 21,015
Provision for loss on construction contracts 1,561 -
Other 993,321 1,376,856
Total current liabilities 3,078,301 3,165,952
Non-current liabilities
Long-term loans payable 28,000 22,400
Provision for directors’ retirement benefits 413,048 419,124
Net defined benefit liability 870,683 907,375
Other 150,188 129,254
Total non-current liabilities 1,461,920 1,478,154
Total liabilities 4,540,222 4,644,107
Net assets
Shareholders’ equity
Capital stock 1,076,669 1,076,669
Capital surplus 994,621 994,621
Retained earnings 3,740,158 3,674,127
Treasury shares (266,539) (266,539)
Total shareholders’ equity 5,544,909 5,478,878
Accumulated other comprehensive income
Valuation difference on available-for-sale secuaisti 85,686 131,384
Foreign currency translation adjustment (13,063) (16,544)
Remeasurements of defined benefit plans 75,227 63,605
Total accumulated other comprehensive income 147,85 178,445
Non-controlling interests 48,396 44,344
Total net assets 5,741,157 5,701,668
Total liabilities and net assets 10,281,379 10,345,776
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(2) Quarterly Consolidated Statements of Income an€omprehensive Income
Quarterly Consolidated Statement of Income

(For the Nine-month Period)

(Thousands of yen)

First nine months of FY3/17 First nine months of FY3/18
(Apr. 1, 2016 — Dec. 31, 2016jApr. 1, 2017 — Dec. 31, 2017)

Net sales 9,574,776 10,506,786
Cost of sales 7,909,908 8,512,423
Gross profit 1,664,867 1,994,362
Selling, general and administrative expenses 1538, 1,897,669
Operating income (loss) (38,670) 96,693
Non-operating income
Interest income 6,065 5,607
Dividend income 5,894 6,058
Rent income 10,406 9,954
Compensation income 15,107 -
Foreign exchange gains - 5,909
Insurance premiums refunded cancellation - 5,226
Subsidy income 11,264 11,817
Other 12,544 7,135
Total non-operating income 61,283 51,708
Non-operating expenses
Interest expenses 1,028 901
Rent expenses 9,931 4,586
Other 1,469 2,275
Total non-operating expenses 12,429 7,763
Ordinary income 10,183 140,638
Profit before income taxes 10,183 140,638
Income taxes 39,221 80,395
Profit (loss) (29,038) 60,243
Loss attributable to non-controlling interests (153) (4,925)
Profit (loss) attributable to owners of parent &m) 65,169
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Quarterly Consolidated Statement of Comprehensivericome

(For the Nine-month Period)
(Thousands of yen)

First nine months of FY3/17 First nine months of FY3/18
(Apr. 1, 2016 — Dec. 31, 2016)(Apr. 1, 2017 — Dec. 31, 2017)

Profit (loss) (29,038) 60,243
Other comprehensive income

Valuation difference on available-for-sale secesti 25,623 45,698

Foreign currency translation adjustment (12,655) (1,842)

Remeasurements of defined benefit plans, net of tax (13,966) (11,622)

Total other comprehensive income (999) 32,232
Comprehensive income (30,037) 92,476
Comprehensive income attributable to:

Comprehensive income attributable to owners of piare (23,502) 95,764

i(;(t:)g;g:tashensive income attributable to non-contrgllin (6,534) (3.287)



Japan System Techniques Co., Ltd. (4323) FinaRgallts for the Third Quarter of FY3/18

(3) Quarterly Consolidated Statement of Cash Flows
(Thousands of yen)

First nine months of FY3/17 First nine months of FY3/18
(Apr. 1, 2016 — Dec. 31, 2016)Apr. 1, 2017 — Dec. 31, 2017)

Cash flows from operating activities

Profit before income taxes 10,183 140,638
Depreciation 59,510 79,701
Amortization of software 29,900 31,871
Amortization of goodwill 10,529 8,792
Increase (decrease) in provision for bonuses (B®,3 (298,544)
Increase (decrease) in net defined benefit ligbilit 51,532 36,184
Decrease (increase) in net defined benefit asset 2,58D) (14,217)
Interest and dividend income (11,959) (11,665)
Compensation income (15,107) -
Interest expenses 1,028 901
Decrease (increase) in notes and accounts receiiedde 501,555 1,291,902
Increase (decrease) in advances received 318,231 351,720
Decrease (increase) in inventories (369,629) (772,156)
Increase (decrease) in notes and accounts payeaule-t (41,557) (55,288)
Other, net (1,229) (100,174)
Subtotal 402,019 689,665
Interest and dividend income received 12,987 12,541
Interest expenses paid (1,145) (935)
Income taxes paid (136,350) (243,523)
Proceeds from compensation 15,107 -
Net cash provided by (used in) operating activities 292,618 457,747
Cash flows from investing activities
Decrease (increase) in time deposits 114,230 (23)
Purchase of property, plant and equipment (50,701) (18,994)
Purchase of software (4,119) (16,060)
Purchase of investment securities (1,440) (31,717)
Proceeds from S?'I?S of short-term and long-term i 9.260
investment securities
Purchase of shares of subsidiaries resulting imgban
scope of consolidation (26,827) i
Proceeds from cancellation of insurance funds - 12,275
Payments for guarantee deposits (564) (1,368)
Proceeds from collection of guarantee deposits 591 12,485
Other, net (1,814) 1,107
Net cash provided by (used in) investing activities 29,354 (33,037)
Cash flows from financing activities
Net increase (decrease) in short-term loans payable 254,863 333,438
Repayments of lease obligations (10,701) (11,746)
Proceeds from long-term loans payable 42,000 -
Repayments of long-term loans payable (45,235) (5,600)
Cash dividends paid (131,200) (131,200)
Dividends paid to non-controlling interests (1,164) (764)
Net cash provided by (used in) financing activities 108,562 184,126
Effect of exchange rate change on cash and caskagnts (2,969) 2,355
Net increase (decrease) in cash and cash equigalent 427,566 611,192
Cash and cash equivalents at beginning of period 4471493 1,951,458
Cash and cash equivalents at end of period 1,875,059 2,562,650
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(4) Notes to Quarterly Consolidated Financial Statments
Going Concern Assumption

Not applicable.

Significant Changes in Shareholders’ Equity

Not applicable.

Segment and Other Information

Segment information

I. First nine months of FY3/17 (Apr. 1, 2016 — D&4d., 2016)

1. Information related to net sales and profitasd for each reportable segment (Thousands of yen)

Amounts shown on
System Medical . quarterly
Softyvare Paqkage sales big data Total Adjustment consolidated
business | business . . (Note 1) .
business | business statement of incomg
(Note 2)
Net sales
1. External sales 7,114,250, 1,300,150 655,582 504,792| 9,574,776 - 9,574,776
2. Inter-segment sales
and transfers 65,023 - 124,982 - 190,005/ (190,005) -
Total 7,179,274 1,300,150 780,564 504,792| 9,764,782 (190,005) 9,574,776
Segment profit (loss), 100,698 (43,983) (25,087) (64,359) (32,732) (5,938) (38,670)

Notes: 1. Adjustment to segment profit (loss) reprgs eliminations for inter-segment transactions.
2. Segment loss is consistent with operating &ssvn on the quarterly consolidated statement odrime.

2. Information related to impairment losses on ronent assets, goodwill, etc. for each reportaielgment
Significant change in goodwill
In the software business, the Company purchasedttok of ISR Co.,Ltd. and made it a consolidateldssdiary in the first
three months of FY3/17. Goodwill of 45,284 thousaet emerged related to the purchases.

Il. First nine months of FY3/18 (Apr. 1, 2017 — D&d, 2017)

1. Information related to net sales and profitasd for each reportable segment (Thousands of yen)

Amounts shown on
System Medical . quarterly
Soft_vvare Pac_kage sales big data Total Adjustment consolidated
business | business . . (Note 1) :
business | business statement of income
(Note 2)
Net sales
1. External sales 7,294,946 1,341,836/ 1,291,083 578,920, 10,506,786 - 10,506,786
2. Inter-segment sales
and transfers 48,426 - 20,759 - 69,186 (69,186) -
Total 7,343,373 1,341,836 1,311,843 578,920| 10,575,973 (69,186) 10,506,786
Segment profit (loss) 157,564 9,169 (15,032) (58,089) 93,613 3,080 96,693

Notes: 1. Adjustment to segment profit (loss) regrgs eliminations for inter-segment transactions.

2. Segment profit is consistent with operatingoime shown on the quarterly consolidated statemkimcome.

2. Information related to impairment losses on ronent assets, goodwill, etc. for each reportaielgment

Not applicable.

This financial report is solely a translation of #san Tanshin” (in Japanese, including attachmentd)ich has been
prepared in accordance with accounting principleslgractices generally accepted in Japan, for tbawenience of readers

who prefer an English translation.



