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The Presentation of the Financial Results

In the presentation, President Matsuda explained the consolidated Financial Results
for FY27-03 Q1.

1. FY27-03 Q1 Consolidated Financial Results

In FY27-03 Q1, revenue and income increased. The quarter started off strong against

the full-year forecast.

® Operating revenue: 1,487.3 billion yen (YOY +5.1%), 23.2% of full-year forecast.

® Adjusted operating income: 314.3 billion yen (YOY +21.1%), 26.0% of full-year
forecast.

® Adjusted profit for the period: 193.4 billion yen (YOY +21.6%), 26.5% of full-year
forecast.

® In H1, the Telecom Core segment is expected to drive profit growth, led by the
effects of service revisions. In H2, we plan to make strategic cost investments

with an eye toward mid—term growth.

2. Progress in Mobile Structural Transformation

LTV-focused initiatives have been successful. While the number of smartphone
subscriptions grew to 33.30 million (YOY +0.39 million) and Mobile ARPU increased to
4,400 yen (YOY +160 yen), the smartphone churn rate decreased to 1.17% (YOY -



0.06pt).

3. Focus Points for FY27—-03 in Growth Areas

Both Personal Growth and Business Growth are progressing steadily, clarifying our

initiatives toward the full-year forecast.

Personal Growth:

Adjusted operating income was strong at 55.5 billion yen (YOY +9.3%).

Although the Financial business saw a profit decrease, it was in line with
expectations. Gold card customer base expanded to 2.07 million members (YOY
+0.46 million).

Together with Lawson, we will enhance value creation by combining convenience

stores and telecommunications.

Business Growth:

Revenue and income increased with adjusted operating income at 18.5 billion yen
(YOY +21.6%).

Al Integration is off to a steady start, with cloud infrastructure sales growing by
over 30% YOY.

The overseas Connectivity DC business is capturing Al inference needs,
maintaining high profitability with adjusted EBITDA of 12.6 billion yen (YOY +20.7%)
and EBITDA margin of 44.1%.

4, Initiatives for Strengthening Governance

Inappropriate Transaction:

We are implementing company—wide recurrence prevention measures to strengthen

group governance.

Unauthorized Access Incident:

We solemnly accept the administrative guidance and are doing our utmost to
prevent recurrence.
In addition, we will work to improve security standards and foster awareness

across the industry.

5. Progress of “Power—to—Connect 2028”

Initiatives to create new businesses starting from customer needs are progressing.



® Al-Powered Productivity: We have introduced “au Sales Support Al” in all au
shops (approx. 2,000) to solve industry challenges with Al, creating an
environment where staff can focus on customer service and sales.

® Al-Enhanced Lifestyles: We are providing new learning and hobby experiences
through “Buffmee,” a conversational Al service based on reliable primary
information.

® |nitiatives for Social Implementation: We are strengthening local touchpoints and
infrastructure for value creation unique to the combination of Real x Technology.

® Toward “Quality” Improvement: We are executing disciplined capital allocation.

Q&A
Questioner 1

Q. I would like to ask about Rakuten roaming. Some media reports state it will end in
September, while others say it will continue in some rural areas, and some mention
negotiations are ongoing. Could you clarify the facts? Also, if the situation is firming
up as reported, please explain the impact on revenue for this and next fiscal year, the
service area, and other changes.

A. We have provided roaming services to Rakuten Mobile for seven years to
supplement their population coverage ratio. As Rakuten Mobile’'s network has
expanded, we believe we have fulfilled our role, and the current agreement will expire
in September 2026. This is to maintain the communication quality for au, UQ mobile,
and povo customers, and we will respond resolutely depending on the situation.
Although the current contract will end, we have decided to cooperate in maintaining
infrastructure for a certain period, limited to some rural areas, based on the balance
between competition and cooperation. Regarding the limited area, we have a clear
statement from Rakuten Mobile that they will build out their own network on a set
timeline.

The impact of roaming revenue was a decrease of approximately 0.8 billion yen YOY
in Q1. We are conservative in our full-year guidance and have not booked any revenue
from the contract beyond H2. However, revenue will be generated in H2 due to the
continuation of service in some rural areas, but we are not disclosing the specific

amount.

Q. You mentioned that this is to protect the traffic of KDDI users. To what extent will

the communication quality experience for KDDI users improve after the end of



September? If you are providing service in some urban areas, can we expect quality
to improve there as well?
A. Quality will improve as our customers will be prioritized. We will refrain from

providing a quantitative answer on how much it will improve.

Q. I understand that the price revisions are proceeding smoothly, with Q1 showing a
lower churn rate, higher ARPU, and strong net additions. I also understand that
SoftBank has revised its existing plans, and NTT DOCOMO is considering revising its
existing plans. To what extent are you considering a second round of price revisions
for a further virtuous cycle? I believe some KDDI plans are slightly cheaper than those
of competitors and has room for this. What are your thoughts?

A. We took the lead in implementing price revisions last year, and they have gained
acceptance among customers. Other companies are also shifting their plan changes
from a price focus to a value focus. We revised au’s prices last August, and a year is
about to pass. Currently, the penetration of the au Value Link Plan and the recently
announced Komi—Komi Plan Value with its campaign price is progressing smoothly.
This is increasing not only through the price revision effect but also through a higher—
end plan mix, which is driving up mobile communication revenues. At this point, our
focus is on promoting the penetration of existing plans to continuously increase mobile
communication revenues, and we have not decided on the next price revision. On the
other hand, as a trend—setter in the industry, we constantly consider how to connect
value to price, and we will look for opportunities to implement this, continuing the

cycle of returning the value gained to our partners.

Q. I would like to know the image of organic Mobile ARPU growth, excluding the impact
of the Q1 price revisions. Also, what are the most important conditions you would
consider when examining a second round of price revisions?

A. The increase in mobile communication revenues in Q1 was largely influenced by the
price revisions, but it also includes the effects of the penetration of au Value Link
Plan and UQ’'s Komi—Komi Plan Value, as well as an increase in sell-ups from UQ
mobile to au. We refrain from disclosing specific amounts or percentages, but progress
is ahead of plan. For future value creation, we want to proceed with value creation

centered on the financial domain and our strength, communication quality.

Questioner 2

Q. Shifting to a value—focused management approach, H1 seems poised to generate



sufficient profit from price revisions and improved plan mix. In H2, accelerating growth
in the Growth Areas becomes crucial. For Al Integration, Overseas Connectivity DC,
Financial business, and Lawson—related business, to what extent do you think you can
accelerate growth in H2? Please share your specific initiatives.

A. Q1 results were strong and got off to a good start. This trend will continue through
H1, and in H2, we will leverage this value enhancement to drive positive results. We
will achieve our initial targets while also making cost investments for further growth
in both Business and Personal Growth segments.

Personal Growth is slightly behind plan, but progress is generally on track. Device—
related business, centered on product support services, and Ponta Pass/Lawson are
the drivers. Regarding the Device—related business, with device prices rising due to
soaring component costs and foreign exchange rates, we see the growing demand for
repair and product support services as an opportunity and are considering a plan to
further enhance this area. For Ponta Pass, we are promoting the migration of Ponta
Pass Light members to Ponta Pass. We will strengthen the customer base and further
promote collaboration with Lawson. Regarding the Financial business, the Q1 profit
decline was factored into our plan. While we control the loan—deposit balance, the
payment business, centered on credit cards, is strong. As part of our “Pay to Bank”
strategy, we are connecting credit card usage to bank account usage to increase more
“sticky” accounts. au PAY Gold card reached 2 million members in May. A measure
combining the UQ Komi—Komi Otoku Discount and au PAY Gold Card has increased
the card's issuance rate, which will lead to the growth of the financial business,
including au Jibun Bank. So far, the plan is progressing steadily online.

In Business Growth, Al Integration, Cloud, Security, and AI-BPO will be the key points
for H2. Al Integration was newly established in April as the new KDDI Iret, and it is
capturing strong demand. New projects are up more than three—fold from before, and
customer feedback is very positive, so we will steadily convert these to orders in H2.
Demand for cloud services also remains strong. We are expanding our support from
mainly AWS to Google Cloud, Oracle, and Microsoft to accelerate the expansion of
our cloud infrastructure. In security, a service called PaaS is emerging, and we are
well-prepared for it. In H2, the supply chain evaluation system will start, so we will
capture demand with new services by leveraging this system change as an opportunity.
AI-BPO hit bottom in the previous fiscal year and is now on a growth trajectory. As
the performance of Altius Link improves, it is on a growth track, so a key theme for

H2 is to firmly capture the BPO demand that is expected to become more vigorous.



Q. The presentation states that you will make strategic cost investments in H2 with
an eye on growth. Al also requires a certain level of investment to generate returns.
In which areas and on what scale will you make these strategic cost investments?

A. We think of Al investment in two parts. Al integration and cybersecurity are being
implemented organically within Capex to Sales ratio of 12%. On the other hand, in the
mid—term management strategy, we have prepared a growth investment framework of
approximately 1 trillion yen over three years. We plan to actively invest in the Al
domain by utilizing the cash generated from the steady creation of core free cash
flows and divestments. We are currently deepening discussions, including with
executives, on the specific content. Growth investments in Al include physical Al,
cloud businesses, and applications. In line with our capital allocation policy based on
returns, we will maintain investment discipline, be mindful of ROIC, and identify our
growth investment areas. Sakai DC, our AIDC, has already been adopted by a variety
of use cases, including autonomous driving companies, and we will select investment

targets while also looking at such areas.

Q. I assume the divestments of about 150 billion yen will generate some profit on sale.
Can't you absorb some of the investment cost with this profit?
A. We believe that the profit on sale generated during the fiscal year can also be

utilized as investment capacity.

Questioner 3

Q. I would like to ask about divestments. You mentioned further progress, but how far
along would you say you are in your portfolio review at this point? I'd also like to know
the areas or number of deals under consideration. Also, if the sale progresses at a
higher—than—expected price and cash generation exceeds the plan, will the excess be
allocated to additional shareholder returns, or will it be accumulated as a source for
growth investment? Please tell me the order of priority.

A. There are 11 deals for which the decision was made in Q1. Of these, 4 deals,
excluding the sale of 7 strategic shareholdings, are detailed in the presentation
materials. I cannot say what percentage of the total this represents, but the internal
review framework and schedule are in place, and we are proceeding with portfolio
management by strengthening the verification of strategic rationale and investment
efficiency. We will create investment capacity through core free cash flows and
divestments, and while considering Al and other growth investment pipelines, we will

proceed with capital allocation based on returns. There may be cases where we



allocate to M&A, and if there are no investment targets, shareholder returns become
an option, but we are not at the stage to make a judgment at this point. First, we will

strengthen the growth investment pipeline.

Q. Regarding Kakaku.com, a counter—proposal was made after you announced the sale
in May. When divesting, do you prioritize price to maximize shareholder value, or do
you make a comprehensive judgment including the feasibility of the transaction and
strategic relationships?

A. Regarding Kakaku.com, there are TOB proposals from both sides, and We
understand that careful discussions are underway, including with Kakaku.com’s special
committee. We will make a decision based on economic rationality, not on our
company’s individual circumstances, to maximize the interests of both Kakaku.com’s

existing shareholders and KDDI's shareholders.

Questioner 4

Q. My understanding is that Q1 exceeded the internal plan, even including the provision
review for Myanmar. While there was a downward factor in the financial business due
to rising interest rates, there seems to have been an upward factor in device-related
areas. Is the message that you are not revising the full-year forecast upward because
you will make strategic cost investments in H2, despite the possibility of an upside to
full-year operating and net income? Or should we simply expect a strong performance
and an upside?

A. The provision rate for lease receivables in Myanmar is, in principle, reviewed
annually based on actual results. In calculating the future risk of bad debt, it was found
that some of the US dollar convertibility costs that were subject to the provision are
no longer expected to be incurred. As a result, the total required dollar conversion
amount decreased. Consequently, the bad debt risk decreased, the provision rate was
lowered, and a reversal of provisions was recorded. This effect was largely foreseen
at the time of planning and is included in the initial guidance. Overall Q1 performance
exceeded the internal plan. We want to maintain this upside as much as possible, but
we are also considering cost investments for the future, so we are not changing the

full-year forecast at this time.

Q. I'd like to ask about Business Growth segment. While data center EBITDA is growing,
it's not clearly stated that operating income is also growing. I assume the burden of

depreciation is large and it's not yet contributing to operating income. If so, what is



the driver of profit growth?

A. The depreciation accounting standard changed this fiscal year, which has affected
the profit margin, but going forward it will be recorded on the same basis. We are
continuing to expand and build new data centers, and the situation of cash outflow
and depreciation will continue for the time being, so I don't see this structure changing
significantly. We also disclose adjusted operating income in the Data Book. The
adjusted operating income for the data center business in Q1 was 6.9 billion yen, an

increase of about 0.7 billion yen YOY.

Q. So, | can understand that Business Growth segment is seeing profit increases
across multiple areas, and that this momentum will continue?

A. Yes, that is correct.

Questioner 5

Q. Regarding the drivers of profit growth in the Telecom Core segment, I'd like to ask
about the 16.4 billion yen from sources other than mobile communication revenues. I
assume the improvement in handset-related profit/loss is a major factor. Could you
explain the background and sustainability?

A. A major factor in profit growth, other than mobile communication revenues, is the
reduction of promotional expenses. Since last year, we have been promoting
subscriber acquisition with an emphasis on LTV, reducing costs spent on short—term
subscribers and concentrating costs on customers who are expected to use our
services for the long term, thereby controlling overall promotional expenses. In
addition to this efficiency, the impact of amortizing prior—year costs related to short—
term contracts, due to a review of promotional expense accounting standards at the
end of last year, is now appearing as a cost reduction this fiscal year. The promotional
cost reduction from these two factors accounts for a large portion of the profit growth

outside of communication fees.

Q. What proportion of the profit growth other than mobile communication revenues is
due to the impact of promotional expenses?
A. It accounts for roughly two—thirds of the profit growth other than mobile

communication revenues.

Q. Should we expect this trend to continue in H2?

A. Our approach has not changed, so my understanding is that it will continue in H2.



Q. I would like to ask about the profit decrease in the Financial business. I want to
confirm the amount of valuation loss. Also, what is the reason for the profit decrease
despite growth in home loans, card loans, and credit cards, and will this impact be
prolonged?

A. Due to the rise in long—term interest rates, we recorded a valuation loss of about
2.4 billion yen on fixed—rate home loan receivables. This was factored into the initial
plan. In addition, with the loan—to—deposit ratio exceeding 100%, we proceeded with
lending in response to strong demand for home loans, which expanded our assets.
Therefore, to control the balance sheet and liquidity, we are curbing new home loan
lending this fiscal year. This, along with the valuation loss, became a profit—decreasing
factor of a similar scale. The strong performance of other services like credit cards
partially offset this, resulting in a 3.7 billion yen decrease in profit YOY for Q1. This
fiscal year, we are proceeding with balance sheet control and restoring liquidity to
secure growth capacity from the next fiscal year onward. We are currently in a

transitional period.

Q. Home loan balances have increased, but I understand that fee income is decreasing
because new origination is being suppressed. Is that correct?

A. That is correct.

Q. Can this issue be resolved within this fiscal year? Over what time frame will you
finish the balance sheet control and return to profit growth?

A. We want to tackle this firmly this year and secure our growth capacity for next
year. A stronger deposit base, which is the source of funds for loans, is necessary.
Personal deposit balances have increased by 1.3 times YOY, so we expect a steady
recovery. Regarding the loan portfolio, while maintaining our mortgage business, we
aim to increase exposure to higher—margin areas such as consumer finance and card
loans, where the loan amount per transaction is smaller but margins are higher, thereby

creating a virtuous cycle of bank funds and profits.



