Newly Listed Company Introduction Report (Issued by The Stock Research Center)

Hikari Food Service (138A TSE Growth/NSE Next) March 6, 2024

Implementing a dominant strategy for small standing bars near major stations
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[138A Hikari Food Service Sector : Retail Trade]

, Netsales Yoy OPSraNg . ordinaty v pooft Yoy EPS  BPS  DPS
Fiscal Year profit profit
(mnyen) (%) (mnyen) (%) (mnyen) (%) (mnyen) (%) (yen) (yen) (yen)
Nov.2022 1684 940 49 - 133 220 62 550 936 2423 00
Nov.2023 2225 321 262 53x 255 917 201  32x 2992 5415 0.0
 Nov.2024 f 2542 142 312 191 292 145 203 10 2222 - 00

Note: Non-consolidated basis.Figures for the fiscal year ending November 2024 is the company's forecasts.
It conducted 1:600 stock split on October 31, 2023.Per share indicies are adjusted retroactively.

Engaged in the Food and Beverage Business from Nagoya, Focused on
Small Standing Bars

Based in Nagoya, Hikari Food Service specializes in the food and beverage business,
primarily operating small standing bars that are approximately 10 tsubo in size. These bars
mainly target single office workers aged between their 30s and 50s.

As of November 2023, the company operates a total of 54 bars, including 31 directly
managed bars, 8 bars under contracted operation and 15 franchised bars. Contracted
operation bars are a form of business where the company prepares and rents out its bars
to employees who wish to operate them independently. The company then engages these
employees under contract to manage the bars. The company's business areas include
Aichi Prefecture, centered on its headquarters in Nagoya, the 23 wards of Tokyo,
Hiroshima City, Sendai City, Akita City and Morioka City.

The company operates and offers four brands or store types. “Daikoku” is a small standing
izakaya bar known for its main dish of pork skewers. The average customer spends about
2,200 yen per visit. “Uotsubaki” is also a small standing izakaya bar. It mainly serves
sashimi, tempura and sushi, with the average customer spending about 2,200 yen. Among
the company’s standing establishments, Daikoku is the main brand and Uotsubaki is the
sub-brand.

“Kanayamaya” is a ramen shop where the average customer spends around 950 yen, and
“Yakiniku Deluxe” is a yakiniku restaurant that mainly offers its all-you-can-eat menu with
the average customer spending about 3,500 yen.

Small Stores with Efficient Management and High Profit Margins

Standing bars have no restrictions on seat numbers. Additionally, the customers only stay
for a short time and turnover is high. Low rent and labor costs are also contributors to high
business efficiency. For example, a 10-tsubo store would break even on monthly sales of
about 3 million yen. Currently, the monthly sales of directly managed stores are about 5 to
6 million yen, and the company-wide operating profit margin is high at 11.8% for fiscal year
ended November 2023.
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Financial Statements

. Fiscal Year Nov. 2021 Nov.2022 Nov..2023
Statement of income

(mn yen) (%) (mn yen) (%) (mn yen) (%)

Net sales 868  100.0 1,684 100.0 2,225 100.0
Cost of sales 260 30.0 468 27.8 616 27.7
Gross profit 608 70.0 1,215 72.1 1,608 72.3
Selling, general and administrative expenses 911 105.0 1,165 69.2 1,346 60.5
Operating profit -302 - 49 2.9 262 11.8
Non-operating income 424 - 95 - 7 -
Non-operating expenses 11 - 11 - 14 -
Ordinary profit 109 12.6 133 7.9 255 115
Profit before income taxes 59 6.8 91 5.4 241 10.8
Net profit 40 4.6 62 3.7 201 9.0
Fiscal Year Nov. 2021 Nov.2022 Nov..2023

Balance sheet
(mn yen) (%) (mn yen) (%) (mn yen) (%)

Current assets 1,060 59.7 1,109 59.3 998 56.6
Cash and deposits 819 46.1 935 50.0 862 48.9
Accounts receivable-trade 27 15 48 2.6 73 4.1
Inventories 6 0.3 9 0.5 11 0.6

Non-current assets 716 40.3 760 40.6 766 43.4
Property, plant and equipment 548 30.8 563 30.1 531 30.1
Intangible assets 13 0.7 7 0.4 7 0.4
Investments and other assets 154 8.7 189 10.1 228 12.9

Total assets 1,777 100.0 1,870 100.0 1,764  100.0

Current liabilities 403 22.7 512 27.4 521 29.5
Accounts payable - trade 53 3.0 61 33 64 3.6
Current portion of long-term borrowings. 173 9.7 201 10.7 161 9.1

Non-current liabilities 1,268 714 1,195 63.9 879 49.8
Long-term borrowings 1,226 69.0 1,143 61.1 825 46.8

Net assets 104 5.9 162 8.7 363 20.6
Owners' equity 104 5.9 162 8.7 363 20.6

Sl eeeh Mo Fiscal Year Nov. 2021 Nov.2022 Nov..2023

(mn yen) (mn yen) (mn yen)

Cash flows from operating activities 28 389 373
Depreciation 72 80 89
Amortization of goodwill 5 5 0

Cash flows from investing activities -284 -327 -83

Cash flows from financing activities 181 -55 -362
Dividends paid - - -

Net increase in cash and cash equivalents -74 5 -72

Cash and cash equivalents 671 677 604

Note:Non-consolidated
Source: Prepared by Stock Research Center based on the notifiable prospectus.
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About Stock Research Center

Stock Research Center is engaged in the preparation of analyst reports, mainly on companies that are not sufficiently
covered by analysts, based on a neutral perspective, and broadly disclose the reports to the public with an aim to
revitalize the stock market.

Note: Reports prepared by Stock Research Center are created in reference to the Ministry of Economy, Trade and
Industry’s Guidance for Integrated Corporate Disclosure and Company-Investor Dialogues for Collaborative Value
Creation.
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Certification by Analysts

Analysts indicated in the reports certify that the content indicated in the report precisely reflects the personal opinions of the analysts
on all securities and issuer companies discussed in the report. In addition, it is ensured that the opinions directly or indirectly indicated
in the report will have no influence on the analyst's compensation in the past, present, and future upon writing the report.

Disclaimer

- The report is prepared by stock analysts affiliated with the Stock Research Center for the purpose of disclosure to a wide range of
investors as reference information and not to recommend or solicit to buy or to sell any particular securities or financial instrument.

- The content and indication of the report is based on disclosed information available publicly and is prepared by adding necessary
supplementary information gained through interviews by analysts. The writer of the report is, without exception, prohibited to use
insider information, or to acquire such information. The information included in the report is believed to be precise and reliable, but
its preciseness is not verified objectively. In addition, the report is not intended to comprehensively include all information required
by investors.

- The information included in the report may become outdated due to changes in the financial market, economic environment, etc.
There are risks that the prices of stocks featured directly or indirectly in the report will fall below the par value due to fluctuations in
stock prices, changes in management/financial conditions of the issuers, fluctuations in exchange rates or interest rates, etc. Past
performance does not imply or guarantee future performance.

- The opinions indicated in the report are subject to change without notice and the Stock Research Center has no obligation to update
the information or opinions included in the report.

- The Stock Research Center does not bear any responsibility for any results, including direct losses, indirect losses, losses of profit
and damages, suffered by investors due to using the report or relying on the report. Final investment decisions shall be made by
investors themselves and the sole responsibility concerning the investment lies with the investors that viewed the report.

- The copyright of the report belongs to the Stock Research Center and it may not be copied, reproduced, quoted, etc. in any form
without prior consent.




