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MEDIROM HEALTHCARE TECHNOLOGIES INC. CONDENSED CONSOLIDATED BALANCE SHEETS
AS OF JUNE 30, 2023, 2022, 2021 AND 2020 {UNAUDITED)
(Yen in thousands, except share data)

ASSETS Junedd, 2023 Juned0, 2022 June30, 2021 June30, 2020
(Unaudited) {Unaudited) (Unaudited) (Unaudited)
Current assets:
Cash and cash equivalents 17,728 100,718 354 250 225,060
Time deposits — 26,026 — 32,520
Accounts receivable-trade, net 501,302 ar4.242 BO.416 144 246
Accounts receivable-other 375,823 418,282 305,851 251,348
Due from shareholder — — — 300
Inventories 193,824 20,201 10.204 5,880
Prepaid expenses and other current asssts. 284,350 287,300 111,087 00842
Total cument asssts 1,563,033 1,235,883 BF217E 740, 806
Non-current assets:
Property and equipment, net 480,858 412,628 330,682 237,832
Goodwill 485,093 520,832 535246 183,008
Other intangible assets. net 470,706 ar43s 01036 75.538
Invesiments. 52,020 53,020 53.020 14,044
Long-term accounts receivable-other, net 98433 DG E38 116247 142,110
Right-cf-use asset— operating lease, net 2,058,708 1,861,613 1708722 1631410
Lease and guarantee deposits B53,133 BG64,232 TB4T2E 334,781
Deferred tax asssts, net - — 613,311 211,458
Deferred offering costs - — — 125,574
Other assets 4,848 44,058 04758 62410
Total assets 6,058,621 5 480 667 5,200,016 4,087 871
LIABILITIES AND SHAREHOLDERS" EQUITY (DEFICIT)
Current liabilities:
Accounts payable 200,907 230,318 62244 70,106
Accrued expenses 45,514 1,051,254 814,200 437,321
Short-term borrowings and current portion of long-term bomowings @2 350 151,841 181,884 357285
Agcrued income taxes 24,548 46,212 13211 20,030
Contract liabiity (curment) 107,148 06,245 02,088 —
Advances receved 358,813 488,056 433,482 358, 206
Short-term lease liability 746,093 732,632 702,685 833,026
Other curent iabdities 785,153 364,253 141,550 92,087
Total cument liabilites 3,270,224 3.162.311 2447434 2.019.160
Non-current liabilities:
Long-term bomowings —net of cument portion 1,104,197 607,588 873,275 380,158
Deposit received 288 504 318,655 340,525 408,103
Long-term contract liability - et of current portion 135,503 101,151 207,523 —
Long-term lease Eability—net of cument portion 1,326,480 1,183,249 1,050,530 04273
Asset retirement cbligation 334,828 200,548 258,887 158,680
Other liabilities 13,252 26,851 18,693 4718
Total liabilities 6,473,085 5,878,551 4003847 3,040,884
SHAREHOLDERS' EQUITY (DEFICIT):
Commaen stock. no par value;
0,090,000 shares authorized; 4,115,000 shares issued and 4,022,500 shares
outstanding at June 30, 2020 and December 31, 2018 19,000 1223134 1223134 505.000
Class A common stock, no par value;
1 share authorized; 1 share isswved and 1 share outstanding at June 30, 2020 and December 31, 100 100 100 100
2019
Treasury stock, at cost— 82,500 common shares at June 30, 2020 and December 31, 2018 {3,000) (3,000) 3,000) (3,000)
Additional paid-in capital 238185 1,265,456 1210207 713,267
Accumulated deficit (B60.620) (2.B75.574) {2.225072) (1.148.280)
Tetal shareholders’ equity [414,444) | 380,B84) 208,060 157087

Total liabilities and shareholders' equity 6,058,621 5,480,667 5.200.018 4,007,071
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MEDIROM HEALTHCARE TECHNOLOGIES INC.

CONDENSED CONSOLIDATED STATEMENTS OF (LOSS) INCOME (UNAUDITED)
FOR THE SIX MONTHS ENDED JUNE 30, 2023, 2022, 2021 AND 2020

(Yen in thousands, except share and per share data)

Revenue

Revenue from directly-operated salons
Franchise revenue

Other revenues

Total revenues

Cost of revenues and operating expenses:
Cost of revenue from directly-operated salons
Cost of franchise revenue

Cost of other revenues

Selling, general and administrative expenses
Impairment loss on long-lived assets

Total cost of revenues and operating expenses
Operating (loss) income

Other income (expense):

Dividend income

Interest income

Interest expense

Gain from bargain purchases

Subsidies

Other, net

Total other income

(Loss) income before income tax expense and equity in earnings of investment
Income tax expense

Equity in earnings of investment

Net (loss) income

Net (loss) earnings per share

Basic

Diluted

Weighted average shares outstanding
Basic

Diluted

Six Months Ended June30,

2023 2022 2021 2020
2,690,467 2,524,149 1421413 751,267
489,593 580,859 689,148 593,236
62,730 42,037 16,918 1,774
3,042 790 3,147,045 2127479 1,356,277
2238417 2,001,921 1,415,685 866,297
269,229 279,223 335,458 394,906
56,185 50,106 17,764 8,017
989,222 969,503 840,760 521,364
— 1,173 — —
3,553,053 3,301,926 2,609,667 1,790,584
(310,263) (154,881) (482,188) (434,307)
2 2 2 2

1 357 506 674
(16,859) (5,707) (6,683) (6,076)
— — 1,014 1,624

10,877 18,677 1,065 12,230
(35,089) (17,302) 19,733 1,912
(41,068) (3.973) 15,637 10,366
(351,331) (158,854) (466,551) (423.941)
3,735 22,687 55,291 19,030
(355.066) (181.541) (466.551) (442 971)
(72.72) (37.18) (107.09) (110.12)
(72.72) (37.18) (107.09) (110.12)
4,882,500 4,882,500 4,872,224 4,022,501
4,882,500 4,882 500 4,872,224 4,022,501
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MEDIROM HEALTHCARE TECHNOLOGIES INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

—CONTINUED FOR THE 51X MONTHS ENDED JUNE 30, 2023, 2022, 2021 AND 2020

{Yen in thousands)

Six Months Ended June3d,

Cash flows from operating activities: 2023 2022 2021 2020
Met (loss) income (355,088) {181,541} {521,770) (442,971)
Adjustments to reconcile net (loss) income to net cash (used in) prowided by

operating activities:

Depreciation and amartization 100,349 o0.413 38,631 33,105
Losses on sales of directly-operated salons to franchisees — — 42 G5
Gain from sales of directly-owned salons (350,813) [(360.521) — —
Allowanece for doubtful accounts 6,735 4003 {4,060) (5,205)
Stock-based compensation — — 148,940 —
Losses on disposal of long-lived assets, net 2175 9,020 1,887 26,913
Impaimment koss on long-iived assets — 1.173 — —
(Gain from bargain purchases — — {1,014) {1.824)
Deferred income tax expense — — 42,280 11,048
Other non-cash expense (gains)— net 47,809 8,374 a47 121
Changes in operating assets and liabilities:

Accounts receivable-trade. net (87.134) 50484 T2,839 182,003
Accounts receivable-other 232,118 124,578 108,281 89,518
Inventories (Ta.714) (10.588) (50) (368)
Prepaid expenses and other curment assets 23,360 (82,103} (36,385) (3T .422)
Lease and guarantee deposits 42,211 3.mea7 (16,202) 84323
Accounts payable 2,328 (581} {B,203) {52,384)
Accrued expenses (382,098) 197,338 106,131 (62,280)
Accrued income taxes (35,347) 5.5081 {30,267 3,105
Contract iabiity {2,700) [55.153) {115,531) —
Advances received (148,792) [172.313) (B6,535) (124,828)
Other current Rabilities 33r 483 108,008 oar {22.478)
Deposit receved (18,073) (10,308} (34,838) (66,195)
Oither assets and other liabilities — net (478) (5.288) {4,983) 1,704
Met cash (used in) provided by operating activities (810,037} (238,383} (348,266) (374,881}
Cash flows from investing activities:

Purchases of ime deposits — (13.201) {13,201) (13,500)
Proceeds from maturities of ime deposits — — — 10,000
Proceeds from sale of affiliated company securities — — — 50,000
Acguisition of investment securties — — (52,520) —
Acquisition of property and equipment {58.241) (40.368) {41,370) (70,803}
Proceeds from sale of property and equipment — — — 3,27
Cost additions to intemal use software (33.618) (32.042) (7.831) (2,492)
Proceeds from sale of salons 35400 308841 - —
Acguisition of businesses —net of cash acguired — — {200,343) (42,393)
Proceeds from due from shareholder — — — T.0688
Payment received on short-term leans recevable 112 225 Pl 225
Payment received on long-term accounts receivable-other, net — 720 5,020 7.515
Met cash used in inwesting activities 175.653 225,277 {410,250} (57.255)
Cash flows from financing activities:

Proceeds from issuance of common stock for exercise of over-allotment, net of _ _ BT 547 _
issuance costs !

Proceeds from long-termn bormowings — 50,000 — 330,000
Repayment of long-term bormowings (53,342) {110,783} {155,502) (114,857)
Payment of installment payables related to business acquisitions — — {2.520) (20,198)
Payment of defermed offering costs — — {2556,887) (41,5388)
Repayment of corporate bonds — (148,000} — —
Met cash provided by (used in) financing activities (53.342) (208.783) {326,267) 143,555
Met (decrease) increase i cash and cash equivalents (487,728) (269800} (1,0E4,783) (288, 581)
Cash and cash equivalents at beginning of period G05.454 370617 1,430,733 513.621
Cash and cash equivalents at end of period 117,728 100,718 354,050 225,080
Supplemental disclosure of cash flow information:

Cash paid during the penod for:

Interest 13,988 3,885 6,733 4,996
Income taxes 36,419 17,094 43,180 4853
Mon-cash investing and financing activities:

Right-of-use assets obtaned in exchange for lease liabfities 458,137 438,473 480,342 188,240
Purchases of property and equipment ncluded in accrued expenses 18,138 19487 2,870 9,548
Purchases of intangible assets included in accrued expenses 13,077 4 650 2,325 —
Payables related to acquisition of businesses included in accrneed expenses — — — 60,902
Deferred offering costs ncluded in accrued expenses — — — 26,478
Sales of salons included in accounts receivable 102,000 241,258 — —

Reduction in common stock and additional paid-in capital 2,230,505
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