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CONVENTIONSUSED IN THISANNUAL REPORT

Except where the context otherwise requires or unless otherwise specified, and for purposes of this annual report on Form 20-F only:

"daily active users" or "DAUS" refersto the number of user accounts that (i) accessed the LINE messaging application or any LINE Game through mobile
devices; (ii) sent messages through the LINE messaging application from personal computers; or (iii) sent messages through any other LINE application from
mobile devices, in each case at least once during agiven day;

"paid impression” refersto the display of an advertisement to auser while accessing our products and services for which we generate revenues,

"Japanese yen," "yen" or "¥" refersto thelegal currency of Japan;

"Korea' refersto the Republic of Korea;

"Korean won," "Won" or "W" refersto thelegal currency of Koreg;

"LINE," "we," "us," "our company," "the Company" or "our" refersto LINE Corporation and its consolidated subsidiaries taken as awhole, aswell asthe
messaging application and other products of LINE Corporation;

"messages’ refers to text messages, voice messages, Stickers and photo, video, voice and text files sent and received, aswell as free voice and video calls made
and received, in each case using the LINE messaging application from either mobile devices or personal computers or using any LINE Game or any other LINE
application from mobile devices;

"monthly active users" or "MAUS" in agiven month refers to the number of user accounts that (i) accessed the LINE messaging application or any LINE Game
through mobile devices; (ii) sent messages through the LINE messaging application from personal computers; or (iii) sent messages through any other LINE
application from mobile devices, in each case at |east once during that month;

"monthly paying users' or "MPUSs" in agiven month refers to the number of user accounts that made (i) a payment for Stickers, Themes or LINE Out on the
LINE messaging application through mobile devices or personal computers or (ii) a payment relating to any LINE Game through mobile devices, in each case at
least once during that month;

"platform partners" refersto application devel opers and other providers of content offered on the LINE platform;

"stickers" refersto larger, cartoon-like emoticons that depict emotions and actions of characters, which are exchanged as part of chat messages on mobile
messaging applications; and

"U.S. dollar," "US$" or "$" refersto the legal currency of the United States.

Any discrepanciesin any table between the totals and the sums of the amounts listed are due to rounding.




FORWARD-LOOKING STATEMENTS

Thisannual report contains forward-looking statements with respect to our current plans, estimates, strategies and beliefs. Forward-looking statementsinclude, but
are not limited to, those statements using words such as "anticipate," "believe," "continues,”" "expect," "estimate," "intend," "project,” "aim," "plan," "likely to," "target,"
"contemplate,” "predict," "potential" and similar expressions and future or conditional verbs such as"will," "would," "should," "could," "might," "can," "may," or similar
expressions generally intended to identify forward-looking statements. These forward-looking statements are based on information currently available to us, speak only as of
the date hereof and are based on our current plans and expectations and are subject to anumber of known and unknown uncertainties and risks, many of which are beyond
our control. As a conseguence, current plans, anticipated actions and future financial position and results of operations may differ significantly from those expressed in any
forward-looking statements in this annual report. Y ou are cautioned not to unduly rely on such forward-looking statements when evaluating the information presented and we
do not intend to update any of these forward-looking statements. Risks and uncertainties that might affect usinclude, but are not limited to:

our ability to attract and retain users and increase the level of engagement of our users;
our ability to improve user monetization;

our ability to successfully enter new markets and manage our business expansion;

our ability to compete in the global social network services market;

our ability to develop or acquire new products and services, improve our existing products and services and increase the value of our products and servicesin
atimely and cost-effective manner;

our ability to maintain good relationships with platform partners and attract new platform partners;

our ability to attract advertisersto the LINE platform and increase the amount that advertisers spend with LINE;

our expectations regarding our user growth rate and the usage of our mobile applications;

our ability to increase revenues and our revenue growth rate;

our ability to timely and effectively scale and adapt our existing technology and network infrastructure;

our ability to successfully acquire and integrate companies and assets,

our future business devel opment, results of operations and financial condition;

the regulatory environment in which we operate;

fluctuations in currency exchange rates and changes in the proportion of our revenues and expenses denominated in foreign currencies; and

changes in business or macroeconomic conditions.

Y ou are urged to read the sections "Item 3.D. Risk Factors", "Item 4. Information on the Company" and "Item 5. Operating and Financial Review and Prospects" of
thisannual report for amore complete discussion of the factorsthat could affect our performance and the industry in which we operate.
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LIMITATIONSOF USER METRICS

Wereview anumber of metrics, including MAUs, DAUs and MPUs, to evaluate our business, measure our performance, identify trends affecting our business,
formulate business plans and make strategic decisions. Our MAUs, DAUs and MPUs are calculated using our internal data. While these numbers are based on what we
believe to be reasonable estimates of our user base for the applicable period of measurement, there are inherent challenges in measuring usage of our products and services
across large online and mobile populations around the world. For example, each LINE account is linked to a mobile phone number, and there may be multiple LINE accounts
held by the same person if the person carries multiple smartphones and has chosen to download the LINE messaging application on each smartphone. In addition, our data
regarding user geographic location for purposes of reporting the geographic location of our MAUs, DAUs, and MPUs is based on the mobile phone number associated with
the account when a user initially registered the account on LINE. The phone number may not always accurately reflect auser's actual location at the time of user engagement
on our platform. See"Item 3.D. Risk Factors— Certain of our user metrics are subject to inherent uncertainties in measurement, and real or perceived inaccuraciesin such
metrics may harm our reputation and negatively affect our business.”

Weregularly review and may adjust our processes for cal culating our internal metrics to improve their accuracy. Our measures of user growth and user engagement
may differ from estimates published by third parties or from similarly-titled metrics of our competitors due to differences in methodology.




PART |
Item 1. I dentity of Directors, Senior Managers and Advisers
Not applicable
Item 2. Offer Statistics and Expected Timetable
Not applicable
Item 3. Key Information

Item 3.A. Selected Financial Data

The consolidated statement of financial position data as of December 31, 2015 and 2016 and the consolidated statement of profit or loss data for the years ended
December 31, 2014, 2015 and 2016 have been derived from our audited consolidated financial statements and related notesincluded in this annual report. The consolidated
statement of financial position data as of December 31, 2012 and 2013 and the consolidated statement of profit or loss data for the years ended December 31, 2012 and 2013
have been derived from our audited consolidated financial statements and related notes not included in this annual report. These audited consolidated financial statements
and the related notes have been prepared in accordance with IFRS asissued by the IASB.

The information set forth below is not necessarily indicative of the results of future operations.




Consolidated Statement of Profit or Loss Data

Revenues and other operating income:
Revenues
Other operating income
Total revenues and other operating income

Operating expenses:
Payment processing and licensing expenses
Empl oyee compensation expenses
Marketing expenses
Infrastructure and communication expenses
Authentication and other service expenses
Depreciation and amortization expenses
Other operating expenses
Total operating expenses
Profit (loss) from operating activities
Finance income
Finance costs
Share of loss of associates
Gain (loss) on foreign currency transactions, net
Other non-operating income
Other non-operating expenses
Profit (loss) before tax from continuing operations
Income tax benefits (expenses)
Profit (loss) for the period from continuing operations
Profit (loss) from discontinued operations, net of tax
Profit (loss) for the period

Attributable to:
The shareholder of the Company
Non-controlling interestst?

Earnings per share:

Basic profit (loss) for the
period attributable to the
shareholder of the Company

Diluted profit (loss) for the
period attributable to the
shareholder of the Company

Earnings per share from continuing operations

Basic profit (loss) from
continuing operations
attributable to the
shareholder of the Company

Diluted profit (loss) from
continuing operations
attributable to the
shareholder of the Company

Earnings per share from discontinued operations

Basic profit from
discontinued operations
attributable to the
shareholder of the Company

Diluted profit from
discontinued operations
attributable to the
shareholder of the Company

Basic weighted average shares outstanding

Diluted weighted average shares outstanding

For theyear ended December 31,

2012 2013 2014 2015 2016
(in millions of yen, except share and per share data)

6,414 ¥ 39586 ¥ 86,366 ¥ 120,406 140,704
94 69 296 474 5,892
6,508 39,655 86,662 120,880 146,596
(1,878) (9,606) (20,598) (28,742) (29,781)
(3,929) (8,490) (18,289) (35,572) (39,445)
(599) (17,202) (18,069) (16,596) (11,833)
(383) (2,537) (4,492) (7,712) (7,770)
(1,058) (4,914) (7,874) (12,133) (14,394)
(805) (1,330) (2,370 (3,733) (5,100)
(1,282) (3,313) (8,555) (14,432) (18,376)
(9,934) (47,392 (80,247) (118,920 (126,699)
(3,426) (7,737) 6,415 1,960 19,897
70 67 86 71 87
(73) (39) (137) (106) (65)
— (243) (167) (205) (833)
234 (373) 66 (520) (43)
— 7 — 157 9
37 — — (1,887) (1,062)
(3232 (8,318) 6,263 (530) 17,990
(14) 648 (7,151) 146 (8,904)
(3,246) (7,670) (888) (384) 9,086
2,832 1,279 2,892 (7,588) (1,982)
(414) ¥ (6,391) ¥ 2004 ¥ (7,972) 7,104
(214) (764) 4,207 (7,582) 6,763
(200) (5,627) (2,203 (390) 341
(1.36) ¥ (436) ¥ 2405 ¥ (43.33) 34.84
(1.36) (4.36) 2214 (39.12) 31.48
(19.33) (11.67) 752 0.04 45.05
(19.33) (11.67) 6.92 0.03 40.70
17.97 7.31 16.53 (43.37) (10.21)
17.97 7.31 15.22 (39.15) 9.22)
157,565,943 174,992,000 174,992,000 174,992,000 194,083,995
157,565,943 174,992,000 190,024,846 193,797,566 214,874,008

(1) For each of the years ended December 31, 2013 and 2014, the non-controlling interests were mainly held by NAVER Corporation, our sharehol der.




Consolidated Statement of Financial Position Data

Cash and cash equivalents
Trade and other receivables
Property and equipment
Total assets
Total liabilities
Total shareholder's equity
Equity attributable to the
shareholder of the Company
Equity attributable to non-
controlling interests

Asof December 31,

2012 2013 2014 2015 2016
(in millions of yen)

7,153 13362 ¥ 20,254 ¥ 33652 ¥ 134,698

7,961 11,625 24,223 27,248 28,167

7,504 8,102 9,656 10,501 9,029
33,085 46,522 85,664 122,159 256,089
13,148 34,206 73,153 104,626 95,066
19,937 12,316 12,511 17,533 161,023
19,855 10,727 12,496 17,743 160,834

82 1,589 15 (210) 189

Thetable below setsforth, for the periods and dates indicated, the noon buying rate in New Y ork City for cable transfersin yen as certified for customs purposes by
the Federal Reserve Bank of New Y ork, expressed in yen per US$1.00. We do not intend to imply that the yen or U.S. dollar amounts referred to herein could have been or

could be converted into U.S. dollars or yen, asthe case may be, at any particular rate, or at all.

Period

2012

2013

2014

2015

2016
September
October
November
December

2017 (through March 24)
January
February
March (through March 24)

(1) Calculated by averaging the exchange rates on the last business day of each month during the respective periods.

Item 3.B. Capitalization and | ndebtedness
Not applicable

Item 3.C. Reasonsfor the Offer and Use of Proceeds

Not applicable

Noon Buying Rate

Average Period End High Low
(¥ per US$1.00)

80.10 86.64 86.64 76.11

98.00 105.25 105.25 86.92
106.63 119.85 121.38 101.11
121.02 120.27 125.58 116.78
109.16 116.78 121.06 100.07
101.78 101.21 104.18 100.34
103.91 105.07 105.40 101.54
108.44 114.34 114.34 103.02
116.00 116.78 118.32 113.50
113.75 111.03 117.68 111.03
114.87 112.72 117.68 112.72
112.91 112.06 114.34 111.74
113.46 111.03 115.02 111.03




Item 3.D. Risk Factors

If wefail toretain existing usersor add new users, or if our usersdecrease their level of engagement with LINE, our revenue, financial results and business may be
significantly harmed.

The size of our user base and our users' level of engagement are critical to our success. From our inception, we experienced our largest user growth in Japan,
Taiwan, Thailand and Indonesia. While we achieved significant user growth in other parts of the world in 2013 and 2014, beginning in early 2015, we have refocused our
marketing efforts on key countriesin line with our increased emphasis on monetization in markets where we have achieved |eading market positions. While this effort has led to
acontinued increase in our monthly active users ("MAUS") in the four key countries of Japan, Taiwan, Thailand and Indonesiaaswell as overall MAUS, it has at the same
time contributed to a significant decreasein total MAUs outside of the four key countries, and there may be further decreases in the future. Our financial performance has been
and will continue to be significantly determined by our success in adding, retaining and engaging active users. The growth rate of our active users has declined over time as
the size of our active user base has increased and as we achieved higher penetration ratesin our key markets. Our business performance will also become increasingly
dependent on our ability to increase levels of user engagement in current and new markets. If people do not perceive our products and services to be useful, reliable or
trustworthy, we may not be able to attract or retain users or otherwise maintain or increase the frequency, duration or level of their engagement. A number of other providers of
mobile messaging applications and online companies that achieved early popularity have seen the sizes of their user bases or levels of engagement subsequently decline, in
some cases precipitously.

Any number of factors could negatively affect user retention, growth or engagement, including if:

* weareunableto continueto offer products and services that users find engaging, that work with avariety of mobile operating systems and networks, and that
achieve ahigh level of market acceptance, particularly in markets that we are targeting for expansion;

* usersincreasingly engage with competing products or services, particularly communication tools and mobile games,

* weareunableto provide acompelling and intuitive user experience and environment, particularly relating to the quality, volume, design and layout of the
content and advertisements delivered on the LINE platform;

» wefail to provide adequate customer service to users or advertisers or maintain relationships with key platform partners such as mobile game devel opers;

» thereareincreased user concernsrelated to privacy and information sharing, safety or security;

» thereare adverse changesin our products or services that are mandated by legislation, regulatory authorities or legal proceedings;

» technical or other problems prevent us from delivering our products and servicesin arapid and reliable manner or otherwise negatively affect the user
experience; or

» wefail to maintain our brand image or our reputation is damaged.




Thereis no guarantee that we will not experience erosion of our active user base or declinein engagement levels. A decrease in user retention, growth or
engagement could reduce our direct salesto users and render LINE less attractive to our platform partners and advertisers, thereby reducing our revenues from them, which
may have amaterial and adverse impact on our business, financial condition and results of operations.

We may not be successful in our effortsto monetize our products and services.

Our ability to monetize our user base and user engagement is critical to our business and financial performance. We currently generate a substantial portion of our
revenues from our advertising products and services, including Official Accounts, Sponsored Stickers, LINE Point Ads, Timeline Adsand LINE NEWS Ads, aswell asLINE
Games and Stickers. A substantial majority of these revenues come from our operationsin Japan. We plan to continue to invest in product development and explore additional
monetization opportunitiesin our largest markets such as Japan, Taiwan, Thailand and Indonesia and in other markets, but there is no guarantee that these efforts will be
successful. Furthermore, thereis no assurance that new products and services we introduce, such as our servicesrelated to daily life, will generate the level of revenues we
anticipate. In addition, our monetization efforts could have a negative effect on user engagement if such efforts discourage users from using our existing products and
services. If our monetization efforts are not as successful aswe anticipate, we may not be able to maintain or grow our revenue and our financial condition and results of
operations could be adversely affected.

Users and advertisersin certain markets are not as familiar with new forms of digital advertising, such as our Official Accounts, Sponsored Stickers and LINE Point
Ads. In newer markets, we are investing to convince users and advertisers of the benefits of our products and services. However, we expect that monetizing effortsin many of
these new markets may require asignificant investment of time and resources, which may not result in sufficient, or any, returnsto recover such investment.

Our business operatesin an industry that is highly competitive, and competition presents an ongoing threat to the success of our business.

We compete against various companies to attract and engage users, some of which have greater financial resources and substantially larger user bases. We face
direct competition from mobile messaging service providers such as Facebook's WhatsA pp and Messenger, Tencent's WeChat, Snapchat, Telegram Messenger and
BlackBerry Messenger, aswell as mobile messaging services for specific operating platforms such as Apple'siMessage. We also face significant competition in almost every
aspect of our business, including from companies such as Facebook, Google, Snap, Twitter and Y ahoo Japan, which offer avariety of social network services and products as
well as online advertising services. We also face competition from game compani es, mobil e tel ecommuni cations companies, e-commerce companies, music streaming
companies and other internet-related companies that offer products and services that may compete with specific features of the LINE messaging service or other applications
that we offer. We also compete with traditional and online media businesses for a share of advertisers' budgets and in the devel opment of the tools and systems for managing
and optimizing advertising campaigns. Aswe introduce new products and our existing products evolve, or as other companies introduce new products and services, we may
become subject to additional competition.

Scal e benefits and other advantages may allow our competitors to respond more effectively than usto arapidly evolving environment in the mobile internet
industry, including industry consolidation that may result in increased competition. Our competitors may develop products, features or services that are similar to ours or that
achieve greater market acceptance, may undertake more far-reaching and successful product development efforts or marketing campaigns, or may adopt more aggressive
pricing policies. In addition, platform partners may use information shared by our users through the LINE platform in order to devel op products or features that compete with
us. Certain competitors, including Facebook and Google, could use strong positionsin one or more markets to gain competitive advantages against us in areas where we
operate including: by integrating competing messaging applications or featuresinto products they control such as social networking platforms, search engines, web browsers
or mobile device operating systems; by making strategic acquisitions; or by making accessto LINE more difficult. Asaresult, our competitors may acquire and engage users at
the expense of our user base or our users' engagement with our products and services, which may negatively affect our business, financial condition and results of operations.
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We may not be successful if we are not able to develop new products and servicesin atimely and cost-effective manner that address rapidly evolving user preferences,
and any new products and services we develop may expose usto new risks.

We compete in ahighly competitive industry characterized by rapidly changing products and services, evolving industry standards and continual improvementsin
performance characteristics and product features. Rapidly evolving user preferences may |ead to certain products and services becoming less competitive, or even obsol ete.
Accordingly, our success depends greatly on our ability to anticipate and respond to emerging user preferences and demands by ensuring continuing and timely devel opment
of new, aswell as enhancements to existing, products and services. In order to respond to such preferences and demands, we may develop and introduce new products and
services, including in areas where we have little or no prior devel opment or operating experience. For example, we offer servicesrelated to daily life such as LINE Part-time Job,
our mobile service connecting users seeking part-time employment with companies that need part-time employees, that are designed to satisfy our users' daily needs.

We have previously developed and introduced new products and services that have failed to perform as anticipated, and we may do so in the future. For example, in
2013, we launched LINE Mall, an online marketplace, in Japan as a strategic initiative to broaden the spectrum of products and services offered on our platform. LINE Mall
allowed our users to shop for goods and services from registered sellers, and we purchased alimited amount of inventory of goods through sourcing agents, engaged third-
party delivery services and sold such goods directly to our users. However, we failed to devel op a niche market for LINE Mall in the highly competitive mobile e-commerce
market, and we closed LINE Mall on May 31, 2016.

Some of our strategic initiatives may not directly or immediately generate revenue, but we expect they will enhance our attractiveness to users, platform partners and
advertisers aswell as contribute to increasing our active user base. Our new products and services may bring usinto contact, directly or indirectly, with entities that are not
within our traditional customer base or result in competing with entities that are our existing business partners. Such business activities expose us to new risks, including
additional regulatory scrutiny aswell as credit-related and other operational risks. For example, we commenced operations as a Mobile Virtual Network Operator ("MVNQO") in
September 2016 to provide stable and affordably priced plansin Japan. We commenced sales of our SIM cards on Amazon Japan in November 2016 and in select electronics
retail storesin Japan in March 2017. However, we cannot be certain that our MVNO service will be profitable or competitive in thelong term. Aswewill utilize the wireless
communication networks of athird-party mobile phone operator, the success of our MVNO service will aso largely depend on their wireless facilities, wirel ess network
technol ogies and government authorizations. There can be no assurance that we will succeed in devel oping products and services that eventually become widely accepted, or
that we will be able to timely release products and services that are commercially viable. Our inability to do so would have an adverse impact on our business, financial
condition and results of operations.

Japan isour largest market in terms of revenue, and our current business and future growth could be materially and adversely affected if we experience a declinein
usersor user engagement in Japan.

We are incorporated in Japan, and Japan is our largest market in terms of revenue. We also have the broadest product and service offerings in Japan, and we
generated 75.8%, 70.4% and 71.7% of our revenuesin Japan in 2014, 2015 and 2016, respectively. We expect to continue to derive a substantial portion of our revenuesfrom
Japan in the near future. In general, a higher proportion of LINE usersin Japan are paying users than LINE usersin other countries, and our continuing growth will be
dependent, at least in part, on maintaining or increasing revenues from usersin Japan. In recent quarters, our active user growth rate in Japan has slowed, and our business
performance in Japan will become increasingly dependent on our ability to increase the level of user engagement and our ability to further monetize users' engagement with
LINE. Our current business and future growth could be materially and adversely affected if we experience a decline in users or user engagement in Japan.

Due to the importance of the Japanese market to our business, we are al so subject to macroeconomic risks specific to Japan. See "— A downturn in macroeconomic
conditions may result in reduced demand for our products and services."




We generate a substantial portion of our revenues from our advertising products. The loss of our advertisers, reduction in spending by our advertisersor failureto
achieve market acceptance of new advertising products and services could negatively affect our business.

We generate a substantial portion of our revenues from third parties advertising on LINE through their Official Accounts, Sponsored Stickers, LINE Point Ads,
Timeline Ads, aswell asfrom advertising on our livedoor and NAVER Matome ("Matome") portals. In the second half of 2016, we also generated an increasing portion of our
advertising revenues from our LINE NEWS Ads. Asiscommon in theindustry, our advertiserstypically do not have long-term advertising commitments with us. Many of our
advertisers spend only arelatively small portion of their overall advertising budget with us. In addition, some of our advertisers may view our products, such as Official
Accounts, as experimental or unproven. Advertisers may not continue to do business with us, or they may reduce the prices or spending they are willing to pay to advertise
with us, if we do not deliver advertisements and other commercial content in an effective manner, or if they do not believe that their investment in our advertising products and
services will generate a competitive return relative to alternative methods of advertising.

In addition, our ability to increase our revenue will depend in large part on our ability to create successful new advertising products as well as products and services
on our platform that further enhance the media value for our advertising business. We may introduce new and unproven advertising products and services, using advertising
technology with which we have little or no prior development or operating experience. If new advertising products and servicesfail to engage advertisers, we may fail to
generate sufficient revenue to justify investment and our business may be adversely affected.

Our advertising revenue could also be adversely affected by a number of other factors, including:

decreases in the number of active users and their engagement;
our inability to improve our analytics and measurement sol utions that demonstrate the value of advertising on LINE or our portals;
our inability to create new products or services that sustain or increase the value of advertising on LINE or our portals;

product changes we may make that reduce the frequency or relative prominence of advertisements and other commercial content delivered through the LINE
platform or our portals;

our inability to increase the relevance of targeted ads shown to users;

our inability to increase advertisers' demand and inventory;

loss of advertising market share to our competitors;

adverse legal developmentsrelating to advertising;

adverse changes in the way online advertising on personal computers or mobile devicesis priced;

the degree to which users opt out of certain types of targeted ads;

the impact of new technologies that could block or obscure the display of some types of advertisements and other commercial content; and

the impact of macroeconomic conditions and conditions in the advertising industry in general.
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The occurrence of any of these or other factors could result in areduction in demand for advertisements, which may reduce the prices we receive for our
advertisements or cause advertisers to stop advertising with us altogether, either of which would negatively affect our business, financial condition and results of operations.

We generate a substantial portion of our revenues from a small number of our mobile games and rely on third-party game developers. We must continue to offer
gamesthat attract and retain a significant number of users, or otherwise our business, financial condition and results of operations could be negatively affected.

We offer various games on our LINE platform and they accounted for a significant portion of our revenuesin 2014, 2015 and 2016. We rely primarily on third-party
game developers for the games offered on the LINE platform. As of December 31, 2016, we offered 47 games, of which 42 games were developed by third-party game
developers and five games were developed by us. Accordingly, we believe that maintaining successful partnerships with, and the ability to attract and select from, third-party
game developers are critical to our success. Existing and prospective mobile game developers may not be successful in developing games that create and maintain user
engagement. Additionally, although our general policy isto enter into new contractual arrangements with third-party game devel opers to become the exclusive distributor of
their gamesin a particular market, to the extent such arrangements are not yet in place, developers may choose to provide their content on other platforms, including mobile
platforms controlled by our competitors, rather than offering them on the LINE platform. Our failure to maintain good relationships with third-party game devel opers or attract
new developers could adversely affect our business, financial condition and results of operations.

Historically, we have depended on asmall number of games for amajority of our mobile game revenues, and we expect that this dependence will continue for the
foreseeable future. Our growth depends on our ability to consistently launch new games, whether devel oped internally or by third-party game developers, that achieve
significant popularity, aswell asto upgrade popular games with new features that our users find attractive. It isdifficult to anticipate user preferences or demand, particularly
aswe procure new games in new genres or new markets, and constant enhancement requires the investment of significant resources. For example, in recent quarters MAUs
and monthly paying users ("MPUs") of LINE games have decreased, and there is no guarantee that these metrics will improve over time. The success and performance of new
and existing gamesis volatile and difficult to predict. If wefail to offer attractive in-game items, make unpopular changes to existing in-game items or offer games that do not
encourage purchases of in-game items or upgrades of game versions, or if we fail to successfully launch new games that attract and retain a significant number of usersor if
upgrades and launches of new titles are delayed, revenues from our games will decrease and our business, financial condition and results of operations could be materially
harmed.

We generate a substantial portion of our revenues from our sale of Stickers, which isan evolving market, and if the popularity of Stickersdeclinesfromitscurrent
level in Japan or isnot widely replicated in other markets, our business and future growth could be negatively affected.
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We generate a substantial portion of our revenues from the sale of Stickers featuring characters developed by us aswell aslicensed from third parties, including our
users who design and offer Stickers on Creators Market. The sale of Stickersisan evolving market, and the growth of the market for Stickers and the level of demand for, and
market acceptance of, our Stickers are subject to a high degree of uncertainty. In particular, a substantial majority of revenues from the sale of our Stickers has been derived
from salesin Japan, and there can be no assurance that such products will achieve asimilar level of market acceptance el sewhere. Over time, usersin Japan may also lose
interest in purchasing new Stickers. Accordingly, revenue growth from our sale of Stickers dependsto alarge extent on our ability to consistently launch new and different
types of Stickersthat achieve significant popularity and effectively respond to changes in consumer demographics and public tastes and preferences. We also depend on
third-party character developers and licensors for content that accounts for a substantial portion of our Sticker sales, and we expect that this dependence will continue for the
foreseeable future. A declinein the popularity of our Stickers would negatively affect our business, financial condition and results of operations.

We plan to continue expanding our global operationsinto marketsin which we have limited operating experience and, as a result, may become subject to increased
business and economic risks, which could adversely affect our business, financial condition and results of operations.

Webelieve LINE is the leading mobile messaging application in Japan, Taiwan and Thailand in terms of number of users, and we have obtained substantial numbers
of usersin other parts of the world, including Indonesia, Iran, Saudi Arabia, the United States, Korea, Vietnam, Malaysia, Egypt, Hong Kong and India. We expect to continue
to expand our global operationsinto new countries and to provide our offerings in additional languages. However, expansion of our operations abroad may be difficult due to
the presence of established competitors in such markets. In addition, managing our business and expanding our operations globally require considerable management
attention and resources and are subject to the particular challenges of supporting arapidly growing businessin an environment of multiple languages, cultures, customs, legal
and regulatory systems and commercial markets. Global expansion has required and will continue to require usto invest significant funds and other resources, and there can be
no assurance that we will successfully achieve our growth objectives.

Operating globally subjects us to new risks and may increase risks that we currently face, including risks associated with:

» providing an engaging user experience while operating in different languages and cultures, and localizing our products, services, content and features to
ensure that they are culturally attuned to the markets where they are offered;

» increased competition from mobile applications and internet services that have strong positionsin particular markets and may continue to expand their
geographic footprint;

+ different and potentially lower levels of user growth, user engagement and demand for online advertising in new and emerging geographies, resulting in greater
difficulty in monetizing our products and services,

*  recruiting and retaining talented and capable employeesin foreign countries and maintaining our company culture across all of our offices;

« different levels of telecommunicationsinfrastructure in devel oping countries that may create challengesin offering our products and services,

¢ payment processing systems,

+ compliance with applicable foreign laws and regulations, including laws and regul ations with respect to economic sanctions and export controls, anti-
corruption, anti-bribery and anti-kickback, privacy and consumer protection that may conflict with local customs and practicesin some jurisdictionsin which
we operate and sell our products, and the risk of penaltiesif our practices are deemed not to be in compliance;

+ political, social and economic instability in some countries;

+ doubletaxation of our global earnings and potentially adverse tax consequences due to changesin the tax laws of Japan or other jurisdictionsin which we
operate; and

»  higher costs of conducting business globally, including increased accounting, travel, infrastructure and legal compliance costs.
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If we are unable to manage the complexity of our global operations successfully, our business, financial condition and results of operations could be adversely
affected.

If we are not able to maintain and enhance our LINE brand, or if events occur that damage our reputation and brand, our relationshipswith our users, platform
partners and advertisers may be harmed, which may negatively affect our business, financial condition and results of operations.

Sinceitsintroduction in June 2011, LINE hasrapidly grown into aglobal platform for mobile messaging services and content distribution used in approximately 230
countries, and we believe that the LINE brand has significantly contributed to the success of our business. We also believe that maintaining and enhancing our brand is
critical to expanding our user base, platform partners and advertisers. Many of our new users are referred by existing users, and therefore we strive to ensure that our users are
satisfied with our products and services and otherwise remain favorably inclined toward LINE. Maintaining and enhancing our brand will depend largely on our ability to
continue to provide simple, user-friendly, reliable and innovative products and services, which we may not do successfully. We may introduce new products or terms of
service that users do not like, which may negatively affect our brand. It may also negatively affect our brand if users do not have a positive experience using our platform
partners' applications offered on LINE aswell as websites linked with LINE. We have in the past experienced, and we may continue to experience, media, legislative or
regulatory scrutiny of our decisions regarding user privacy or other issues, including our measures to protect minors, which may adversely affect our reputation and brand.
We may also fail to provide adequate customer service, which could erode confidence in our brand. Our brand may also be negatively affected by attacks from our
competitors, by negative publicity about the actions of users that are deemed to be hostile, illegal or inappropriate to other users, by third-party content providers acting
inappropriately with respect to the LINE platform, by users acting under false identities, by any regulatory devel opments designed to address such risks, or due to legal
proceedings. Maintaining and enhancing our brand may require us to make substantial investments and these investments may not be successful. If we fail to successfully
promote and maintain the LINE brand or if we incur excessive expenses in this effort, our business, financial condition and results of operations may be adversely affected.

Werely primarily on Apple App Store and Google Play as the channelsfor downloads of LINE and applications offered on the LINE platform aswell as processing
of payments, and any deterioration in our relationship with either of them may negatively impact our business.

Werely primarily on Apple App Store and Google Play as the channels for downloads of LINE and applications offered on the LINE platform aswell asthe
processing of payments for our products and services. We expect that we will continue to rely on Apple App Store and Google Play for downloads of our applications as well
as most of the payment processing for our products and services. Accordingly, we believe that maintaining successful partnerships with Apple and Googleiscritical to our
success.
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The operating policies of Apple or Google have an impact on the accessibility of our products and services. From time to time, we have had to adjust our monthly
settlements with our payment processing service providers due to discrepanciesin the recognition of user payments. |f such discrepancies continue to occur frequently, it
may have amaterial adverse impact on our results of operations and negatively affect our reputation. In addition, our pricing strategy isimpacted by changes in the payment
processing fees charged by Apple or Google. Our inability to pass along increases in the payment processing fees charged by Apple or Google to our userson atimely basis
or adecrease in paying user engagement due to a price increase may negatively impact our net revenue or profit margin. If we fail to maintain good relationships with Apple or
Google, it may adversely impact our ability to continue to offer our products and services or effect payment processing, which in turn could have amaterial adverse impact on
our business.

We haveincurred significant operating losses in the past, and our ability to maintain profitability in the futureis uncertain.

We haveincurred significant operating losses in the past. We recorded profit for the year of ¥2,004 million in 2014 but recorded loss for the year of ¥7,972 millionin
2015. In 2016, we recorded profit for the year of ¥7,104 million. Although our revenues have grown rapidly, increasing from ¥86,366 million in 2014 to ¥120,406 million in 2015
and ¥140,704 million in 2016, our revenue growth rate has slowed recently and may do so in the future due to avariety of factors. We believe that our future revenue growth
will depend on, among other factors, our ability to attract new users while retaining current users, increase user engagement and advertisement engagement, increase our
brand awareness, compete effectively, maximize our sales efforts, demonstrate a positive return on investment for advertisers, successfully develop and operate new products
and services and expand globally. Accordingly, you should not rely on the revenue growth of any prior quarterly or annual period as an indication of our future revenue
growth.

We expect our operating expenses to increase in future periods as we continue to expend substantial financial resources on:

»  salesand marketing;

* global expansion;

»  our technology infrastructure;

+  attracting and retaining talented employees,

»  strategic opportunities, including commercial relationships, acquisitions and capital injections;

« operation of newly developed or newly acquired businesses; and

+ general administration, including personnel costs and legal and accounting expenses related to being a public company.

These investments, while increasing our expenses, may not result in an increase in revenues or growth in our business. For example, our marketing expenses have

from time to time outpaced the growth of our revenues over the same period, which have materially impacted our results of operations. |If we are unable to achieve adequate
revenue growth and to manage our expenses, we may incur significant losses in the future.
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We have a limited operating history in the developing and rapidly evolving market for our products and services, which makesit difficult to evaluate our future
prospects and may increase the risk that we will not be successful.

We launched our LINE messaging application in June 2011 and other LINE products and services more recently, and our limited operating history makesit difficult
to effectively assess our future prospects or forecast our future results. Y ou should consider our business and prospectsin light of the risks and challenges we encounter or
may encounter in this devel oping and rapidly evolving market environment. These risks and challenges include our ability to, anong other things:

increase our number of users and user engagement and monetize our products and services,

successfully compete with other companies, some of which have substantially greater resources and market power than us, that are currently in, or may in the
future enter, our markets, or duplicate the features of our products and services;

successfully expand our business and enhance the LINE brand globally;

continue to develop areliable, scalable, secure, high-performance technology infrastructure that can efficiently handle increased usage globally;
convince advertisers of the benefits of our advertising products and services compared to alternative forms of advertising;

develop and deploy new features, products and servicesin atimely manner and the market acceptance of such offerings;

cost-effectively manage and grow our operations;

attract and maintain platform partners' interest in building on the LINE platform;

attract, retain and motivate talented management and employees, particularly software engineers, designers and product managers,

process, store, protect and use personal datain compliance with governmental regulations, contractual obligations and other obligationsrelated to privacy
and security; and

defend ourselves against litigation and regulatory, intellectual property, privacy or other claims.

Failure to adequately address the risks and challenges associated with this market may adversely affect our business, financial condition and results of operations.

Our user growth and engagement on mobile devices, which are required to access and use most of our products and services, depend upon effective operation with
mobile operating systems that we do not control.

We are dependent on the interoperability of LINE with popular mobile operating systems, such as Android and iOS, and, to alesser extent, web browsers, such as
those for Windows and Mac OS, that we do not control. Any changes in such operating systems or web browsers that degrade the functionality of our products or services or
give preferential treatment to our competitors' products or services could adversely affect usage of our products and services. In addition, if the number of platforms for which
we develop our products or services expands, it will result in an increase in our operating expenses.

We may not be successful in developing or maintaining relationships with key participants in the mobile telecommunications industry or in devel oping products
that operate effectively with mobile operating systems, networks or standards. In the event that it becomes more difficult for our usersto access and use LINE on their mobile
devices, or if our users choose not to access or use LINE on their mobile devices or use mobile devices that do not offer accessto LINE, our user growth and user engagement
could be harmed, and our business, financial condition and results of operations could be adversely affected.
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If weor our users experience disruptionsin mobile telecommunications or internet services or if mobile telecommunications and internet service providersare able
to block, degrade or charge for accessto our products and services, we could incur additional expenses and the loss of users and advertisers.

We depend on the ability of our users and advertisers to access mobile telecommunications services and the internet. Currently, this accessis provided by
companies that have significant market power in the mobile, broadband and internet access marketplaces, including incumbent mobile telecommunications companies,
telephone companies, cable companies, government-owned service providers, device manufacturers and operating system providers, any of whom could take actions that
degrade, disrupt or increase the cost of user access to our products or services, which would, in turn, negatively impact our business. The adoption of any laws or regulations
that adversely affect the growth, popularity or use of mobile devices or the internet or disruption of our servicesin important markets for any political or other non-technical
reasons could decrease the demand for, or the usage of, our products and services, increase our cost of doing business and adversely affect our business, financial condition
and results of operations. We also rely on other companies to maintain reliable network systems that provide adequate speed, data capacity and security to us and our users.
As mobile devices and the internet continue to experience growth in the number of users, frequency of use and amount of data transmitted, the mobile telecommunications and
internet infrastructure that we and our usersrely on may be unable to support the demands placed upon them. The failure of the operations of mobile telecommunications or
internet infrastructure services that we or our usersrely on, even for a short period of time, could undermine our operations, and our business, financial condition and results
of operations could be adversely affected.

Certain of our user metrics are subject to inherent uncertaintiesin measurement, and real or perceived inaccuraciesin such metrics may harm our reputation and
negatively affect our business.

We use our internal datato calculate our MAUs, DAUs and MPUSs. See "Conventions Used in This Annual Report” for definitions of such user metrics. While
these numbers are based on what we believe to be reasonabl e estimates of our active user and paying user base for the applicable period of measurement, there are inherent
challenges in measuring usage of our products and services across large online and mobile popul ations around the world. For example, each LINE account islinked to amobile
phone number and there may be multiple LINE accounts held by the same person if the person carries multiple smartphones and has chosen to download a L INE application
on each smartphone.

Weregularly review and may adjust our processes for cal culating our internal metrics to improve their accuracy. Our measures of user growth and user engagement
may differ from estimates published by third parties or from similarly-titled metrics of our competitors due to differences in methodology. If advertisers, platform partners or
prospective investors do not perceive our user metrics to be accurate representations of our user base or user engagement, or if we discover material inaccuraciesin our user
metrics, our reputation may be harmed and platform partners and advertisers may be lesswilling to allocate their budgets or resources to our products and services.

Our business and operating results may be harmed by a disruption in our service dueto failuresin or changesto our systems, or by our failureto timely and
effectively expand and adapt our technology and infrastructure.

Our reputation and ability to attract, retain, and serve our usersis dependent in large part upon the reliable performance of LINE and our underlying technical
infrastructure. Our systems may not be adequately designed with the necessary reliability and redundancy to avoid performance delays or outages that could be harmful to
our business. We have experienced, and may in the future experience, service disruptions, outages and other performance problems due to avariety of factors, including
infrastructure changes, human or software errors, hardware failure, capacity constraints due to an overwhelming number of people accessing our products and services
simultaneously, computer viruses, denial of service or fraud or security attacks. Our technical infrastructure is also vulnerable to the risk of damage from natural disasters, such
as earthquakes and typhoons, as well as from acts of terrorism or other criminal acts. Our services and products also incorporate software that is highly technical and complex.
Our software has contained, and may now or in the future contain, undetected errors, bugs or vulnerabilities. Some errorsin our software code may only be discovered after
the code has been rel eased.
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In addition, a substantial portion of our network infrastructure is provided by third parties. Any disruption or failurein the services we receive from these providers
could harm our ability to handle existing or increased traffic and could significantly harm our business. Any financial or other difficulties these providers face may also
adversely affect our business, and we exercise little control over these providers, which increases our vulnerability to problems with the services they provide. In the event of
asignificant issue with the third-party network infrastructure supporting our network traffic, some of our products and services may become inaccessible or users may
experience difficulties accessing our products and services. Any disruption or failure in our infrastructure could hinder our ability to handle existing or increased traffic on our
platform, which could significantly harm our business.

Asthe number of our usersincreases and as our users generate and transmit increasing volumes of content, including photos, videos and music, we may be
required to expand and adapt our technology and infrastructure to continue to reliably store and service such content. It may becomeincreasingly difficult to maintain and
improve the performance of our products and services, especially during peak usage times, as our products and services become more complex and our user traffic increases.
In addition, we cannot provide assurance that we will be able to expand our data center infrastructure to meet user demand in atimely manner, or on favorable economic terms.
If our users are unable to readily access LINE or accessis disrupted, users may seek other service providersinstead, and may not return to LINE or use LINE as often in the
future. Thiswould negatively impact our ability to attract users, platform partners and advertisers and increase engagement of our users. We expect to continue to make
significant investments to maintain and improve the capacity, capability and reliability of our infrastructure. To the extent that we do not effectively address capacity
constraints, upgrade our systems as needed or continually develop our technology and infrastructure to accommodate actual and anticipated changesin our users' needs, our
business, financial condition and results of operations may be harmed.

If our security measures are breached, or if our products and services are subject to attacks that disrupt or deny the ability of usersto access our products and
services, our products and services may be perceived as not being secure and users and advertisers may curtail or stop using our products and services.

Our products and services involve the storage and transmission of large amounts of users' and advertisers' confidential information, and security breaches expose
usto arisk of loss of thisinformation, which may lead to improper use or disclosure of such information, ensuing potential liability and litigation, any of which could harm our
reputation and adversely affect our business. From time to time, we experience cyber-attacks of varying degrees. Although there has been no material instance where an
unauthorized party was able to obtain access to our data or our users' or advertisers' data, there can be no assurance that we will not be vulnerable to cyber-attacks in the
future. Our security measures may also be breached due to employee error, malfeasance or otherwise. Given the rapid development and scope of the services we offer,
including those devel oped in conjunction with third parties, instituting appropriate access controls and safeguards across all our servicesis challenging. Furthermore, outside
parties may attempt to fraudulently induce employees, users or advertisers to disclose sensitive information in order to gain access to our data or our users' or advertisers data
or accounts, or may otherwise obtain access to such data or accounts. In addition, some platform partners may store information provided by our users through applications
on the LINE platform or websites linked with LINE. If these third parties or platform partnersfail to adopt or adhere to adequate data security practices or fail to comply with
our terms and policies, or in the event of abreach of their networks, our users' data may be improperly accessed or disclosed.
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Since our users and advertisers may use their LINE accounts to establish and maintain online identities, unauthorized communications from LINE accounts that
have been compromised may damage their reputations and brands as well as ours. Any such breach or unauthorized access could result in significant legal and financial
exposure, damage to our reputation and aloss of confidence in the security of our products and services, which could have an adverse effect on our business, financial
condition and results of operations. Because the techniques used to obtain unauthorized access, disable or degrade service or sabotage systems change frequently and often
are not recognized until launched against a target, we may be unable to anticipate these techniques or to implement adequate preventative measures. |f an actual or perceived
breach of our security occurs or the market perception of the effectiveness of our security measures is harmed, we could lose users and advertisers and we may incur
significant legal and financial exposure, including legal claims and regulatory fines and penalties.

Our financial resultsarelikely to continue to fluctuate from quarter to quarter, which makes our period-to-period results volatile and difficult to predict.

We emphasize growth and the increase in engagement of our user base over short-term financial results. Due in part to such focus, our quarterly financial results
have fluctuated in the past and are likely to fluctuate in the future. Asaresult, you should not rely upon our past quarterly financial results asindicators of future performance.
Y ou should also take into account the risks and uncertainties frequently encountered by companiesin rapidly evolving markets. Our financial resultsin any given quarter or
fiscal period can beinfluenced by numerous factors occurring in aparticular period, many of which we are unable to predict or are outside of our control, including:

+ thedevelopment and introduction of new products or services by us or our competitors, particularly the launching of mobile games and Stickers and their
market acceptance;

» our ability to attract and retain advertisers;

» thegrowth of revenue sources as well as adjustmentsin fees charged to users and advertisers;

* increasesin marketing, sales and other operating expenses that we may incur to grow and expand our operations and to remain competitive;

+  seasonal fluctuationsin spending by our advertisers, especially in Japan where amajority of companies end their fiscal year on March 31 and advertising
spending istraditionally stronger in our fourth and first quarters due to year-end effects and companies trying to spend their advertising budgets before the
close of their fiscal year;

* introduction of new products and/or services, which may lead to higher expenses;

» changesin the way online advertising is priced;

*  non-recurring transactions and related accounting and tax implications therefrom;

+ unforeseen contingencies, such as adverse litigation judgments, settlements or other litigation-related costs;

+ fluctuationsin currency exchange rates and changesin the proportion of our revenue and expenses denominated in foreign currencies; and

+  changesin business or macroeconomic conditions.

15




We may not be able to effectively manage our growth, which would harm our business and profitability.

We continue to experience rapid growth in our personnel and operations, which will continue to place significant demands on our management and operational and
financial infrastructure. We face significant competition for qualified staff, particul arly software engineers, designers and product managers, from other internet and high-
growth technology companies, and we may not be able to hire new employees quickly enough to meet our needs. Aswe continue to grow, we are subject to the risks of over-
hiring, overcompensating our employees and over-expanding our operating infrastructure, and to the challenges of integrating, developing and motivating arapidly growing
employee base in various countries around the world. As our organization continues to grow and we are required to implement more complex organizational management
structures, we may find it increasingly difficult to maintain the strengths of our corporate culture, including our ability to quickly develop and launch new products and
services. If wefail to effectively manage our hiring needs and successfully integrate our new hires, our employee morale, productivity and retention could suffer.

We also expect to continue to invest in our infrastructure in order to enable us to provide our products and services rapidly and reliably to users around the world,
including in countries where we do not expect significant near-term monetization. Continued growth could strain our ability to maintain reliable service levelsfor our users and
advertisers, develop and improve our operational, financial, legal and management controls, and enhance our reporting systems and procedures. As a public company we incur
significant legal, accounting and other expenses that we did not incur as a private company. Managing our growth will continue to require significant expenditures and
allocation of valuable management resources. |f wefail to achieve the necessary level of efficiency in our organization asit grows, our business, financial condition and results
of operations would be harmed.

Our LINE mobile payment service may subject usto additional regulatory requirements and other risksthat could be costly and difficult to comply with or that could
harm our business.

As part of our effortsto diversify payment options available to LINE users, we launched LINE Pay, our mobile payment service application, in December 2014. LINE
Pay enables our usersto register their credit cards and make payments, regardless of their mobile carrier, on LINE Store and a number of select online and offline partner retail
stores. Depending on location, our users can also transmit funds to each other or withdraw cash from certain banks within their respective countries through LINE Pay by
linking their accounts at select banksin their respective countries or adding money to their LINE Pay accounts at convenience stores or ATMs or through internet banking.
We plan to expand the scope of LINE Pay by selectively incorporating it into our applications and exploring local partnership and joint venture opportunitiesin order to
enhance the convenience of our users. For example, we offer "Rabbit LINE Pay" in Thailand through ajoint venture with BSS Holdings Group, provider of Rabbit smart cards
for mass transit and retail customers. In Japan, we offer LINE Pay Card through our partnership with JCB Co., Ltd., which enables usersto use LINE Pay Card for purchases
both online and offline anywhere JCB credit cards are accepted using funds deposited to the user's LINE Pay account.

Depending on how our products and services as well as payment processes evolve, we may become subject to avariety of laws and regulations in Japan and
elsewhere, including those governing money transmission, payment settlement, e-commerce, electronic funds transfers, anti-money laundering, identification and counter-
terrorist financing. In some jurisdictions, the application or interpretation of these laws and regulationsis not clear. We are registered as afunds transfer service provider and
issuer of prepaid payment instruments for third-party businessesin Japan through LINE Pay Corporation, our subsidiary engaged in mobile payment service, which will
generally require us to demonstrate compliance with many domestic laws in these areas. In the event that we are found to bein violation of any such legal or regulatory
requirements, we may be subject to monetary fines or other penalties or sanctions such as a cease and desist order, or we may be required to make product changes, any of
which could have an adverse effect on our business and financial results.
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In addition, we may be subject to avariety of additional risks asaresult of providing mobile payment services, including:

* increased operational costs and diversion of management time and effort and other resources to deal with fraudulent or failed transactions or customer
disputes;

»  theimpact on our relationships with existing payment processing service providers;

* increased capital costsin building out the infrastructure;

+  potential fraudulent or otherwiseillegal activity by users, platform partners, employees or third parties;

* leakage of customers' personal information and concerns over the use and security of collected information;
+  restrictions on the investment of consumer funds used to transact payments; and

»  additional disclosure and reporting requirements.

We depend on key senior management to operate our business and execute our business strategy, and if we are unable to attract, retain and motivate our senior
management and other key personnel, our operations may be negatively affected.

Our ahility to execute our strategy efficiently is dependent upon contributions from our key senior management. Our future success will depend on the continued
service of our key executive officers and managers who possess significant expertise and knowledge of our industry. A limited number of individuals have primary
responsihbility for the management of our business, including our relationships with key platform partners. From time to time, there may be changesin our senior management
team that may be disruptive to our business, and we may not be able to find replacement key personnel in atimely manner. In addition, acquiring and retaining qualified
personnel, such as systems engineers and designers, will be necessary to our achieving sustainable growth. Any loss or interruption of the services of these individuals,
whether from retirement, loss to competitors or other causes, or failure to attract and retain other qualified new personnel, could prevent us from effectively executing our
business strategy, cause usto lose key platform partner relationships, or otherwise materially affect our operations.

A downturn in macroeconomic conditions may result in reduced demand for our products and services.

Our businessis sensitive to global economic conditions and depends on demand from our user base. In addition, demand for our advertising servicesis primarily
driven by advertising spending levels of our advertising customersin our four key markets, particularly Japan. There are many macroeconomic factors that influence consumer
confidence and spending behavior, including the level of inflation and unemployment, fluctuationsin energy prices and conditionsin the real estate markets. Although there
have been signs of global economic recovery in recent years, thisrecovery may be fragile and partially attributable to the effects of various government economic stimulus
efforts. The sustainability of the global recovery isuncertain, particularly after the effects of these various government stimulus programs subside. The global financial
markets continue to experience significant volatility asaresult of, among other things, the slowdown of economic growth and financial instability in China and other major
emerging market economies. In addition, economic and political instability in various countriesin the Middle East and Northern Africa, including Iraqg, Syria, Y emen and Egypt,
aswell asin Ukraine and Russia, as well asincreased uncertainty in the wake of areferendum in the United Kingdom in June 2016, in which the majority of votersvoted in
favor of an exit from the European Union ("Brexit"), have resulted in an increase in volatility in the global financial markets. The outlook for the global economy in 2017 and
beyond remains uncertain.
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In recent years, the economic indicators in Japan, our largest market in terms of revenue and user base, have also shown mixed signs, and future growth of the
Japanese economy is subject to many factors beyond our control. The current administration of Prime Minister Shinzo Abe, formed in late December 2012, hasintroduced
policies to combat deflation and promote economic growth. In addition, the Bank of Japan introduced a plan for quantitative and qualitative monetary easing in April 2013 and
announced a negative interest rate policy in January 2016. However, the long-term impact of these policy initiatives on Japan's economy remains uncertain. The impact of
Brexit on the Japanese economy and on the value of the Japanese yen against currencies of other countriesin which we generate revenue, in both the short and long term, is
also uncertain. In addition, the occurrence of large-scale natural disasters, such asthe March 2011 Great East Japan Earthquake and the related Fukushima Daiichi nuclear
disaster, aswell as an increase in the consumption tax rate, which took place in April 2014 with afurther increase expected in October 2019, may also adversely impact the
Japanese economy, potentially impacting consumer spending and advertising spending by businesses. Any future deterioration of the Japanese or global economy may result
in adeclinein consumption that would have a negative impact on demand for our products and services and their prices.

Our acquisitions and investments may not be successful in achieving their intended goals and could harm our business, financial condition and results of operations.

Our success will depend, in part, on our ability to expand our products and services, and grow our business in response to changing technol ogies, user and
advertiser demands, and competitive pressures. In some circumstances, we may determine to do so through the acquisition of complementary businesses and technologies
rather than through internal development. The identification of suitable acquisition candidates can be difficult, time-consuming and costly, and we may not be able to
successfully complete identified acquisitions. We have limited experience acquiring other businesses, and our ability to acquire and integrate other companies and assets,
particularly larger or more complex companies, products, or technologies, in a successful manner remains subject to uncertainty. Any completed acquisitions may not achieve
their intended goals and could be viewed negatively by users, platform partners, advertisers or investors. For example, we acquired assets of MixRadio, amobile music
streaming service, from Microsoft in March 2015, but after careful assessment of the overall performance of MixRadio, the financial challenges posed by the music streaming
market, changing market conditions, an increase in the cost of maintaining the business and a shift in our overall priorities, our board of directors approved the abandonment
of our MixRadio business in February 2016, which abandonment became effective on March 21, 2016. As aresult, we retrospectively classified the MixRadio operationsas a
discontinued operation in our consolidated financial statements as of and for the year ended December 31, 2015 and recognized impairment charges of ¥4.6 billion in the fourth
quarter of 2015. We also incurred additional restructuring costs of ¥1,165 million related to employee termination benefits and ¥126 million for the termination of office lease
contracts, for the year ended December 31, 2016 as aresult of the abandonment of the MixRadio operations. For more information, see Note 11 and Note 23 of the notes to our
annual consolidated financial statements.

The risks we face in connection with acquisitions also include:
+ diversion of management time and focus from operating our business to addressing acquisition and integration challenges;
+ challenges associated with the integration of product development and sales and marketing functions of the acquired company;
+ challenges associated with the retention of key employees from the acquired company;
» cultura and operational challenges associated with integrating employees from the acquired company into our organization;

» challenges associated with the integration of the acquired company's accounting, management information, human resources and other administrative
systems;

+ the need to implement or improve controls, procedures, and policies at abusiness that prior to the acquisition may have lacked effective controls, procedures
and policies;

« liahility for activities of the acquired company before the acquisition, including intellectual property infringement claims;
* unanticipated write-offs or charges or impairment of goodwill; and

+ litigation or other claimsin connection with the acquired company, including claims from terminated employees, customers, former shareholders or other third
parties.
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Our failure to address these risks or other problems encountered in connection with our past or future acquisitions or investments could cause usto fail to realize
the anticipated benefits of these acquisitions or investments, cause us to incur unanticipated liabilities, or could otherwise harm our business generally. Future acquisitions
could also result in dilutive issuances of our equity securities or the incurrence of debt, contingent liabilities, amortization expenses or incremental operating expenses.

We may require additional capital to support our operations and the growth of our business, and we cannot be certain that financing will be available on reasonable
termswhen required, or at all.

From time to time, we may need additional financing to operate or grow our business. If our cash resources are insufficient to satisfy our cash requirements, we may
seek to issue additional equity or debt securities or obtain new or expanded credit facilities. Our ability to obtain additional financing, if and when required, will depend on
investor and lender demand, our operating performance, the condition of the capital markets and other factors, and we cannot assure you that additional financing will be
availableto us on favorableterms, or at all. If we are unable to obtain adequate financing or financing on terms satisfactory to us when we requireit, our ability to continue to
support the operation and growth of our business could be significantly impaired and our operating results may be adversely affected.

Our businessis subject to complex and evolving Japanese and foreign laws and regulations. These laws, regulations and actions are subject to change and uncertain
interpretation, and could result in claims, changesto our business practices, monetary penalties, increased cost of operations or declinesin user growth, user
engagement or advertising engagement, restricted accessto LINE or otherwise harm our business.

We are subject to avariety of laws and regulationsin Japan and el sewhere that involve matters central to our business, including privacy, rights of publicity, data
protection and protection of personal information, content regulation, intellectual property, competition, protection of minors, consumer protection and taxation. Many of
these laws and regulations are still evolving and could be interpreted or applied in ways that could limit our business, particularly in the new and rapidly evolving industry in
which we operate. The introduction of new products or servicesin our existing markets and the expansion of our business to other countries may subject us to additional laws
and regulations.

A number of proposals are pending before legislative and regulatory bodies that could significantly affect our business. For example, there have been anumber of
recent legislative proposals in Japan that would impose new obligationsin areas such as privacy and liability for copyright infringement by third parties that could affect
liabilities associated with websites that publish user-generated content. An amendment to the Act on the Protection of Personal Information of Japan (the "Act on the
Protection of Personal Information") was enacted in September 2015 and is scheduled to be put into full effect on May 30, 2017. This amendment includes establishment of a
new regulatory authority and introduction of new regulations on handling of anonymous personal dataand transfer of personal information to foreign countries.

19




We collect personal information from our users and may expand our collection of personal information in order to comply with new and additional regulatory
demands or we may independently decide to do so. Having additional personal information may subject us to additional regulation, and governmental regulators have been
applying increased scrutiny to social media companiesin thisrespect. Additionally, if third parties we work with, such as advertisers or platform partners, violate applicable
laws or our policies, such violations may also put our users' information at risk and could in turn have an adverse effect on our business. Further, it is difficult to predict how
existing laws and regulations will be applied to our business and the new laws and regul ations to which we may become subject, and it is possible that they may be interpreted
and applied in amanner that isinconsistent with our practices. For example, we believe that our products and services are not subject to regul ations under the Act on
Regulation on Soliciting Children by Using Opposite Sex Introducing Service on Internet of Japan, but there can be no assurance that we will not be subject to certain
processes, administrative sanctions, fines or restrictions under such regulations in the future. Existing and proposed laws and regulationsin any jurisdiction can be costly to
comply with and can delay or impede the development of new products and services, result in negative publicity, significantly increase our operating costs, require significant
time and attention of management and technical personnel and subject usto inquiries or investigations, claims or other remedies, including fines or demands that we modify or
cease existing business practices.

The Payment Services Act of Japan (the "Payment Services Act") requires entities that engage in business activities involving advance payments from customers
using prepaid payment instruments, such as virtual currencies, to set aside for such customers amounts covering at least 50% of the total amount of the unused amounts or
credits represented by such instrumentsissued as of the end of either the first or third quarter of any year (if such total amount is more than ¥10 million), either by making a
deposit or by entering into guarantee or trust agreements, aswell asto refund any remaining balance of virtual currenciesissued if those entities stop selling such virtual
currencies. If any of our in-game items for which we have not made a deposit or entered into a guarantee or trust agreement, is deemed a prepaid payment instrument, it may
become necessary to enter into additional arrangementsto comply with the Payment Services Act requirement in connection with any such in-game items. While we intend to
enter into additional guarantee agreementsto meet any additional deposit requirements, entering into additional guarantee agreementswill require us to pay guarantee fees
equal to the contractual amount times a guarantee fee rate, and there is no assurance that we will be able to enter into additional guarantee agreements on favorable terms
when required, or at all. Any failure to enter into contractual arrangements on terms satisfactory to us when required may adversely affect our business, financial condition,
results of operations and/or reputation.

It isalso possible that governments or relevant regul ators of one or more countries may seek to censor content offered on the LINE platform in their country, restrict
accessto LINE from their country entirely, or impose other restrictions that may affect the accessibility of LINE in their country for an extended period of time or indefinitely.
For example, in China, message transmission service on our LINE messaging application, along with those of certain other non-Chinese service providers, was abruptly
blocked on July 1, 2014. As of the date of this annual report, our online services generally remain blocked in China, although we understand that certain users are able to
access the service from China. We do not know when our services will be completely restored. If our services are not completely restored, our efforts to expand our user base
in therapidly evolving, highly competitive Chinese market may be significantly harmed. In addition, China's State Internet and Information Office has issued rules requiring
users of mobile messaging services who open new "public accounts,”" which allow the accountholder to post messages to broad groups, to register using their real names and
agree to follow certain guidelines regarding how they use their public accounts. While these rules may not directly impact our platform or services, increased focus on mobile
messaging services by the Chinese government may result in other restrictions on access to our services. In the event that accessto LINE isrestricted, in whole or in part, in
one or more other countries, our ability to retain or increase our user base and user engagement may be adversely affected, we may not be able to maintain or grow our revenue
as anticipated, and our business, financial condition and results of operations could be adversely affected.
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We areregulated as a telecommunications company under Japanese law. | f our business were deemed to be a regulated telecommunications businessin multiple
jurisdictions, it would significantly increase our expenses and may require usto change our products and other aspects of our businessin potentially detrimental

ways.

We are regulated as a telecommunications company pursuant to Japanese law, and we have submitted required notifications to the Ministry of Internal Affairsand
Communication of Japan. We are subject to the risk that, due to changes in telecommunications, e-commerce and other similar laws and regulations or in the application,
interpretation or enforcement of both existing and future such laws and regul ations, we may be required to comply with additional laws and regulationsin Japan and in other
jurisdictions. In addition, we are continually seeking ways to improve our products and services, which may involve from time to time upgrades or changes in the technol ogical
infrastructure on which our products and services are based and which could result in subjecting our activities to greater regulation in multiple jurisdictions. If we are required
to comply with telecommunications, e-commerce and other similar laws and regulations in multiple jurisdictions, we would need to meet a number of obligations, which could
vary from jurisdiction to jurisdiction, including new or enhanced compliance in the following areas:

licensing and notification requirements;

emergency calling requirements, including enhanced emergency calling through multi-line telephone systems;
universal service fund contribution requirements;

lawful interception or wiretapping requirements,

privacy and data retention and disclosure requirements;

limitations on our ability to use encryption technology;

disability access requirements;

consumer protection requirements and local dispute resolution requirements,
requirements related to customer support;

quality of service requirements;

provision of numbering directories;

numbering rules, including portability requirements;

directory and operator services; and

access and interconnection obligations.

If we are required to comply with telecommunications, e-commerce and other similar laws and regulationsin multiple jurisdictions, it could affect our businessin
many ways and areas, including the following:

the cost and general impact of compliance would be substantial, may require significant investments and organizational changes and may erode or eliminate
our pricing advantage over competing forms of communication and, potentially, our ability to compete effectively;

compliance may reguire us to make certain fundamental and potentially detrimental changes to the products and services we offer and the way we conduct
businessin certain countries, including withdrawing from markets;

compliance may be technically difficult or impossible;
we may need to change our distribution, marketing and sales activities;
we may need to terminate or restructure partnerships and other commercia agreements; and

we may need to establish alocal presencein any given jurisdiction, sell our products through alocal entity and be required to pay new or increased taxesin
that jurisdiction.

21




Our intellectual property rights are valuable, and our inability to protect them could reduce the value of our products, services and brand.

Our trade secrets, trademarks, copyrights, patents and other intellectual property rights are important assets for us. We rely on, and expect to continueto rely on, a
combination of confidentiality and license agreements with our employees, consultants and third parties with whom we have relationships, as well as trademark, trade dress,
domain name, copyright, trade secret and patent laws, to protect our brand and other intellectual property rights. However, various events outside of our control may pose a
threat to our intellectual property rights, aswell asto our products, services and technologies. For example, we may fail to obtain effective intellectual property protection, or
effective intellectual property protection may not be availablein every country in which our products and services are available. In particular, the legal regimesrelating to
intellectual property rightsin many of the countriesin which we operate are limited and it is often difficult to effectively protect and enforce such rightsin those countries.
Also, the efforts we have taken to protect our intellectual property rights may not be sufficient or effective, and any of our intellectual property rights may be challenged,
which could result in them being narrowed in scope or declared invalid or unenforceable. There can be no assurance that our intellectual property rights will be sufficient to
protect against others offering products or services that are substantially similar to ours and compete with our business.

We also rely on non-patented proprietary information and technology, such as trade secrets, confidential information, know-how and technical information. While
in certain cases we have agreements in place with employees and third parties that place restrictions on the use and disclosure of thisintellectual property, these agreements
may be breached, or thisintellectual property may otherwise be disclosed or become known to our competitors, which could cause us to lose competitive advantages resulting
from thisintellectual property. We are also pursuing registration of trademarks and domain namesin Japan and in many jurisdictions outside of Japan. Effective protection of
trademarks and domain names is expensive and difficult to maintain, both in terms of application and registration costs as well as the costs of defending and enforcing those
rights. We may be required to protect our rightsin an increasing number of countries, in a process that is expensive and may not be successful or which we may not pursuein
every country in which our products and services are distributed or made available.

We are party to numerous agreements that grant licenses to third parties to use our intellectual property, including our trademarks. For example, some third parties
distribute their content through LINE, embed LINE content in their applications, and make use of our trademarks in connection with their services. If the licensees of our
trademarks are not using our trademarks properly, it may limit our ability to protect our trademarks and could ultimately result in our trademarks being declared invalid or
unenforceable. There can be no assurance that we will be able to protect against the unauthorized use of our brand, trademarks or other assets. Thereis also arisk that one or
more of our trademarks could become generic, which could result in them being declared invalid or unenforceable.

We also seek to obtain patent protection for some of our technology, and we have filed various applicationsin Japan and abroad for protection of certain aspects of
our intellectual property and currently hold a number of issued patentsin multiple jurisdictions. We may be unable to obtain patent or trademark protection for our
technologies and brands, and our existing patents and trademarks, and any patents or trademarks that may be issued in the future, may not provide us with competitive
advantages or distinguish our products and services from those of our competitors. In addition, any patents and trademarks may be contested, circumvented, or found
unenforceable or invalid, and we may not be able to prevent third parties from infringing, diluting or otherwise violating them. Effective protection of intellectual property
rightsis expensive and difficult to maintain, both in terms of application and maintenance costs, aswell as the costs of defending and enforcing those rights. Significant
impairments of our intellectual property rights, and limitations on our ability to assert our intellectual property rights against others, could harm our business and our ability to
compete.
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We may become party to intellectual property rights claimsin the future that are expensive and time consuming to defend, and, if resolved adversely, could have a
significant impact on our business.

Technology companies own large numbers of patents, copyrights, trademarks and trade secrets, and frequently enter into litigation based on allegations of
infringement, misappropriation or other violations of intellectual property or other rights. Many such companies, including many of our competitors, have substantially larger
patent and intellectual property portfolios than we do, which could make us atarget for litigation as we may not be able to assert counterclaims against parties that sue usfor
patent or other intellectual property infringement. In addition, various "non-practicing entities' that own patents and other intellectual property rights often attempt to
aggressively assert claimsin order to extract payments from technology companies. From time to time we have received, and may receive in the future, claims from third parties
which allege that we have infringed upon their intellectual property rights. Furthermore, from time to time we may introduce new products and services, including in areas
where we currently do not have an offering, which could increase our exposure to patent and other intellectual property claims from competitors and non-practicing entities.
Some of our agreements with advertisers, platform partners and data partners require us to indemnify them for certain intellectual property claims against them, which could
require usto incur considerable costs in defending such claims, and may require us to pay significant damages in the event of an adverse ruling. Such advertisers, platform
partners and data partners may also discontinue use of our products, services and technologies as aresult of injunctions or otherwise, which could result in loss of revenue
and adversely impact our business.

Aswe face increasing competition and gain an increasingly high profile, patents and other intellectual property claims against us may grow. There may be
intellectual property or other rights held by others, including issued or pending patents, that cover significant aspects of our products and services, and we cannot be sure
that we are not infringing or violating, and have not infringed or violated, any third-party intellectual property rights or that we will not be held to have done so or be accused
of doing so in the future. Any claim or litigation alleging that we have infringed or otherwise violated intellectual property or other rights of third parties, with or without merit,
and whether or not settled out of court or determined in our favor, could be time-consuming and costly to address and resolve, and could divert the time and attention of our
management and technical personnel. Some of our competitors have substantially greater resources than we do and are able to sustain the costs of complex intellectual
property litigation to agreater degree and for longer periods of time than we could. The outcome of any litigation isinherently uncertain, and there can be no assurance that
favorable final outcomes will be obtained. In addition, plaintiffs may seek, and we may become subject to, preliminary or provisional rulingsin the course of any such litigation,
including potential preliminary injunctions requiring us to cease some or all of our operations. We may decide to settle such lawsuits and disputes on termsthat are
unfavorableto us. Similarly, if any litigation to which we are a party is resolved adversely, we may be subject to an unfavorable judgment that may not be reversed upon
appeal. The terms of such a settlement or judgment may require us to cease some or all of our operations or pay substantial amounts to the other party. In addition, we may
have to seek alicense to continue practices found to be in violation of athird party'srights. If we are required or choose to enter into royalty or licensing arrangements, such
arrangements may not be available on reasonable terms, or at all, and may significantly increase our operating costs and expenses. As aresult, we may also be required to
develop or procure alternative non-infringing technology or discontinue use of the technology. The development or procurement of alternative non-infringing technology
could require significant effort and expense or may not be feasible. An unfavorable resolution of any disputes and litigation could adversely affect our business, financial
condition and results of operations.
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Fluctuation of the value of the Japanese yen against certain foreign currencies may have a material adverse effect on the results of our operations.

Some of our foreign operations' functional currencies are not the Japanese yen, and the financial statements of such foreign operations prepared initially using their
functional currencies are translated into Japanese yen. Since the currency in which sales are recorded may not be the same as the currency in which expenses are incurred,
foreign exchange rate fluctuations may materially affect our results of operations. In 2014, 2015 and 2016, 24.2%, 29.6% and 28.3%, respectively, of our revenues were derived
from markets outside of Japan, and we expect that an increasing portion of our revenues and expenses in the future will be denominated in currencies other than the Japanese
yen. Accordingly, our consolidated financial results and assets and liabilities may be materially affected by changesin the exchange rates of foreign currenciesin which we
conduct our business. We strive to naturally offset our foreign exchange risk by matching foreign currency receivables with our foreign currency payables, and our overseas
subsidiaries seek to conduct business transactionsin the local currency of the respective market in which the transactions occur. When deemed appropriate, we also
selectively use derivative contracts, primarily foreign currency forward contracts. However, there can be no assurance that our hedging activities will be successful in
protecting us from adverse impacts from currency exchange rate fluctuations, and fluctuation of the Japanese yen against certain foreign currencies may have a material
adverse effect on our results of operations. See "ltem 11. Quantitative and Qualitative Disclosures About Market Risk" for a discussion of our foreign currency exposure and
sensitivity analysis.

We may have exposure to greater than anticipated tax liabilities.

Our income tax obligations are based on our corporate operating structure and intercompany arrangements, including the manner in which we develop, value, and
use our intellectual property and the valuations of our intercompany transactions. The tax laws applicable to our business activities, including the laws of Japan and other
jurisdictions, are subject to interpretation. The taxing authorities of the jurisdictions in which we operate may challenge our methodol ogies for valuing devel oped technology
or intercompany arrangements, which could increase our worldwide effective tax rate and harm our financial position and results of operations. In addition, our futureincome
taxes could be adversely affected by earnings being lower than anticipated in jurisdictions that have lower statutory tax rates and higher than anticipated in jurisdictions that
have higher statutory tax rates, by changesin the valuation of our deferred tax assets and liabilities, or by changesin tax laws, regulations or accounting principles. We are
subject to regular review and audit by tax authorities of variousjurisdictionsin which we operate. Any adverse outcome of such areview or audit could have a negative effect
on our financial position and results of operations. In addition, the determination of our worldwide provision for income taxes and other tax liabilities requires significant
judgment by management, and there are many transactions where the ultimate tax determination is uncertain. Although we believe that our estimates are reasonable, the
ultimate tax outcome may differ from the amounts recorded in our financia statements and may materially affect our financial resultsin the period or periods for which such
determination is made.

Dueto the global nature of our business, we are subject to trade, economic sanctions and export laws and regulationsin various jurisdictions that may govern or
restrict our business and we, our directors and officers, may be subject to fines or other penalties for non-compliance with applicable trade, economic sanctions and
export laws and regulations.

The U.S. Department of the Treasury's Office of Foreign Assets Control ("OFAC") administers and enforces certain laws and regulations ("OFAC Sanctions') that
impose restrictions upon U.S. persons regarding dealings with or related to certain countries and territories, governments, entities and individuals. Even though non-U.S.
persons generally are not always directly bound to comply with OFAC Sanctions, in recent years, OFAC has asserted that such hon-U.S. persons can be held liable for
violations of OFAC Sanctions on various legal grounds, such as with respect to dealingsin U.S. goods, services, or technology, or involving U.S. parties, causing violations
by U.S. persons, or by engaging in transactions completed in part in the United States. In addition to the OFAC Sanctions, the United States maintains numerous secondary
sanction programs that provide authority for theimposition of U.S. sanctions on foreign parties that engage in certain dealings with Iran and other U.S. sanctions targets
regardless of whether thereis anexus to the United States. Following the occurrence on January 16, 2016 of "Implementation Day" of the Joint Comprehensive Plan of Action
between the "P5+1" countries (including the United States) and Iran, pursuant to which Iran agreed to limits on its nuclear program and the P5+1 countries agreed to provide
certain sanctionsrelief, secondary sanctions targeting Iran have been narrowed but not eliminated. For example, non-U.S. persons can still be sanctioned for engaging in
dealings with certain persons on OFAC's Specially Designated Nationals (“SDN") list.
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The European Union also enforces certain laws and regulations ("EU Sanctions") that impose restrictions upon national s and entities of, and business conducted
in, European Union member states with respect to activities or transactions with certain countries, governments, entities and individuals that are the subject of EU Sanctions.
The United Nations Security Council and other governmental entities also impose similar sanctions.

The global nature of our business subjects us to the laws and regulations of various jurisdictions. Our significant international operations also expose usto
economic sanctions risk and our continued expansion may increase therisk of violation of applicable economic sanctions laws and regulations. We intend our operations to
comply with all applicable economic sanctions. Personal communications services are generally given favorable treatment under a number of economic sanctions regimes.
However, given the global nature of our business, the fact that our business extends beyond personal communications services and the complexity and lack of certainty
regarding the scope of some countries' laws, there can be no assurance that our efforts to comply with all applicable economic sanctions and embargo laws and regulations will
be completely effective to detect and prevent violations. There can also be no assurance that we will be in compliance with all applicable economic sanctions laws and
regulationsin the future. Such aviolation could result in reputational damage, civil or criminal penalties or the imposition of sanctions against us or our affiliates, all of which
could have amaterial adverse effect on our business, financial condition and reputation.

LINE can be used in approximately 230 countries, including some countries and regions that are the subject of trade embargos and other economic sanctions (such
as Iran), and we may haveindividual users who are the target of sanctions. We screen our counterparties, banks, agents, suppliers and other business supporters against
OFAC's SDN list prior to engaging or dealing with them, but we do not have a system in place to screen users of our services against OFAC's SDN list and, accordingly,
cannot guarantee that our services are not and will not be provided to SDNs.

In December 2016, we had approximately four million MAUsin Iran. In addition, LINE provides Officia Accountsto local Iranian celebrities and engagesin
promotional activities directed at usersin Iran. On May 5, 2016, we launched a website containing media content directed at usersin Iran. LINE Pay isavailable to usersin Iran,
Cuba, Sudan and Syria. Our business with Iran represented approximately 0.03% of our revenues for the year ended December 31, 2016. In February 2017, we established a
local branch through our subsidiary, LINE PLAY Corporation. Our subsidiary, LINE Plus Corporation, has met with officials from the Government of Iran in conjunction with
our business expansion effortsin Iran. In January 2017, LINE Plus Corporation entered into atwo month research contract with the Iran Telecommunication Research Center
(ITRC). The purpose of the research contract was for LINE to explore business opportunitiesin Iran and gain a better understanding of the Iranian mobile market and relevant
regulatory considerations. We will not generate revenue from the contract, and we do not plan to renew the contract.

NAVER Corporation, which owns more than 80% of the outstanding shares of our common stock, has substantial control over important corporate matters, and its
interest may differ from those of our other shareholders.

As of December 31, 2016, NAVER Corporation owned approximately 80.4% of the outstanding shares of our common stock. As aresult, NAVER Corporation
exercises substantial control over matters requiring approval by our shareholders, including the election of directors and the approval of mergers, acquisitions or other
extraordinary transactions. NAVER Corporation may also have interests that differ from yours and may vote in away with which you disagree and which may be adverse to
your interests. This concentration of ownership may also have the effect of delaying, preventing or deterring a change in control of our company, could deprive our
sharehol ders of an opportunity to receive a premium for their shares of our common stock as part of a sale of our company and might ultimately affect the market prices of
shares of our common stock and American Depositary Shares ("ADSs").
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We also engage in anumber of related party transactions with NAVER Corporation and our affiliates. See"Item 7.B. Related Party Transactions" for a discussion of
our transactions with such entities. In the event NAVER Corporation, a publicly traded company, undergoes a change of control or experiences financial and other difficulties,
it may materially and adversely affect our business, financial condition and results of operations.

Our parent, NAVER Corporation, offersa variety of products and servicesto internet users and advertisers, and the absence of contractually delineated spheres of
operations means that competition and conflicts of interest between usand NAVER Corporation could arisein thefuture.

NAVER Corporation is publicly listed in Korea and also provides avariety of products and servicesto internet users, mobile application users and advertisers.
NAVER Corporation operates the largest search portal sitein Koreaand is actively seeking to develop products and services to enhance the experience of mobile internet
users. Thereis no contractual agreement between us and NAVER Corporation delineating our respective spheres of operation, and each company's development team is
actively introducing new services independently of one another. Current or future products and services offered by NAVER Corporation could compete with our own. NAVER
Corporation's business operations and the lack of contractual non-competition arrangements between NAVER Corporation and us could giverise to direct competition
between us and conflicts regarding allocation of business opportunities and management and investment resources.

Overlapping management and businessrelationships with NAVER Corporation, our parent, may adversely impact our business.

From time to time, members of our senior management have overlapping dutieswith NAVER Corporation. Mr. Hae Jin Lee, adirector and chairman of our company,
also serves as adirector of NAVER Corporation. In addition, one of our three corporate auditors, Mr. Jin Hee Kim, is currently an executive officer of NAVER Corporation.
Such individual s have fiduciary dutiesto both NAVER Corporation and us under Korean and Japanese law, respectively. Asaresult, conflicts of interests may arise dueto
their dual roles, which may adversely impact our business.

The market prices of sharesof our common stock and ADSs may continue to be volatile or may decline regardless of our operating or financial performance.

The market prices of shares of our common stock and ADSs may continue to be volatile. Market prices could be subject to wide fluctuations in response to various
factors, many of which are beyond our control and may not be related to our operating or financial performance. Factorsthat could cause fluctuations in the market prices of
shares of our common stock and ADSsinclude the following:

+  priceand volumefluctuationsin the global stock markets from timeto time;

» changesin operating performance and stock market valuations of other technology sector companies generally, or thosein our industry in particular;

» salesof sharesof our common stock by us or our parent company;

+ failure of securities analysts and credit rating agencies to maintain coverage of us, changesin financial estimates by securities analysts and credit rating
agencies who follow our company, or our failure to meet these estimates or the expectations of investors;
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+ thefinancial projectionswe may provide to the public (in the event we decide to provide any such projections), any changes in those projections or our failure
to meet those projections;

* announcements by us or our competitors of new products and services;

» thepublic'sreaction to our and NAVER Corporation's press releases, other public announcements as well as filings with the Securities and Exchange
Commission (the"SEC") and the KLFB and timely disclosure of information required by the Tokyo Stock Exchange in our case and filings with the Korea
Exchangein NAVER Corporation's case;

»  rumors and market speculation involving us or other companiesin our industry;

» actual or anticipated changesin our results of operations or fluctuationsin our results of operations;

+ actual or anticipated developmentsin our business, our competitors' businesses or the competitive landscape generally;

« litigation involving us, our industry or both, or investigations by regulatorsinto our operations or those of our competitors;

» developments or disputes concerning our intellectual property or other proprietary rights;

» announced or completed acquisitions of businesses or technologies by us or our competitors;

* new laws or regulations or new interpretations of existing laws or regulations applicable to our business;

+ changesintax laws and regulations as well as accounting standards, policies, guidelines, interpretations or principles;

*  any significant change in our management; and

* genera economic conditions and slow or negative growth of our markets.

In addition, in the past, following periods of volatility in the overall market and the market price of aparticular company's securities, securities class action litigation
has often been instituted against these companies. Thistype of litigation, if instituted against us, could result in substantial costs and adiversion of our management's

attention and resources.

We may be classified as a passive foreign investment company for U.S. federal income tax purposes, which could subject U.S. investorsin shares of our common stock
or ADSsto adverse tax consequences, which may be significant.

Wewill be classified as a passive foreign investment company (a"PFIC") in any taxable year in which, after taking into account our income and gross assets (and
the income and assets of our subsidiaries pursuant to applicable "look-through rules") either (i) 75% or more of our grossincome consists of certain types of "passive income"
or (ii) 50% or more of the average quarterly value of our assetsis attributable to "passive assets" (assets that produce or are held for the production of passive income). We
believe that we were not a PFIC for U.S. federal income tax purposesin 2016 and do not expect to be a PFI C in subsequent taxable years. PFIC status is afactual determination
made annually after the close of each taxable year on the basis of the composition of our income and the value of our active versus passive assets. Because our belief is based
in part on the expected market value of our equity, a decrease in the trading price of our common stock and ADSs following this offering may result in our becoming a PFIC.
Additionally, the overall level of our passive assets will be significantly affected by changes in the amount of our cash, cash equivalents and securities held for investment,
each of which may be classified as passive assets under the PFIC rules.
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If wewereto be or become classified asaPFIC, aU.S. Holder, asdefined in "Item 10.E. Taxation — United States Federal Income Taxation," that does not make a
"mark to market" election may incur significantly increased U.S. income tax on gain recognized on the sale or other disposition of shares of our common stock or ADSs and on
the receipt of distributions on the shares of our common stock or ADSs to the extent such distribution istreated as an "excess distribution" under the U.S. federal income tax
rules. We do not intend to provide holders with the information necessary to make a" QEF election” (as described below under "Item 10.E. Taxation — United States Federal
Income Taxation — Passive Foreign Investment Company"). Thus, aU.S. Holder seeking to mitigate the potential adverse effects of the PFIC rules should consider making a
mark to market election. Additionally, if we wereto be or become classified asa PFIC, aU.S. Holder of shares of our common stock or ADSs will be subject to additional U.S.
tax form filing requirements, and the statute of limitations for collections may be suspended if the U.S. Holder does not file the appropriate form. See "Item 10.E. Taxation —
United States Federal Income Taxation — Passive Foreign Investment Company."

Substantial future sale of our common stock, or the perception that these sales could occur, could depress the market prices of the shares of our common stock and
ADSs.

The market prices of the shares of our common stock and ADSs could decline as aresult of sales of alarge number of shares of our common stock or ADSsin the
market, and the perception that these sales could occur may also depress the market prices of the shares of our common stock and ADSs. As of December 31, 2016, there were
17,321,500 shares of our common stock issuable upon exercise of outstanding stock options, and holders of our stock options may choose to exercise their options and sell all
or aportion of their shares of our common stock on the Tokyo Stock Exchange or otherwise in Japan or abroad. In addition, our board of directorswill be able to issue and sell
additional shares of our common stock within the unissued portion of our authorized share capital, generally without any shareholder vote. Any such sales could cause the
prices of the shares of our common stock and ADSs to decline.

If securities or industry analysts do not publish or cease publishing research or other reports about us, our business or our market, or if they adversely change their
recommendationsregarding an investment in us, the prices of the shares of our common stock and ADSs or their trading volume could decline.

The trading markets for the shares of our common stock and ADSs will be influenced by the research and other reports that securities or industry analysts may
publish about us, our business, our market or our competitors. If any of the analysts who may cover us adversely change their recommendation regarding an investment in us,
or provide more favorable relative recommendations about our competitors, the prices of the shares of our common stock and ADSswould likely decline. If any analyst who
may cover uswere to cease coverage of our company or fail to regularly publish reports on us, we could lose visibility in the financial markets, which in turn could cause the
prices of the shares of our common stock and ADSs or their trading volume to decline.

We do not intend to pay dividends for the foreseeable future.

We have never declared or paid cash dividends on our capital stock. We currently intend to retain any future earnings to finance the operation and expansion of our
business, and we do not expect to declare or pay any dividendsin the foreseeable future. Asaresult, you may only receive areturn on your investment if the market price of
the shares of our common stock or ADSs increases.
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Thereguirements of being a public company may strain our resources and divert management's attention.

Asapublic company, we are subject to the reporting requirements of the U.S. Securities Exchange Act of 1934, as amended (the "Exchange Act"), the U.S.
Sarbanes-Oxley Act of 2002 (the " Sarbanes-Oxley Act"), the Dodd-Frank Act, the listing standards of the New Y ork Stock Exchange as applicable to aforeign private issuer,
which are different in some material respects from those required for aU.S. public company, as well as the reporting requirements under the Financial Instruments and
Exchange Act of Japan (the "FIEA") and the rules of the Tokyo Stock Exchange. We also continue to prepare annual financial statements of LINE Corporation on a standalone
basis in accordance with generally accepted accounting principlesin Japan for Japanese reporting purposes in addition to preparing our consolidated financial statementsin
accordance with IFRS asissued by the |ASB. Complying with these requirements is time-consuming and costly and places significant strain on our personnel, systems and
resources. Asaresult of disclosure of information in filings and submissions required of a public company, our business and financial condition will become more visible,
which may result in threatened or actual litigation, including by competitors, shareholders or third parties. If such claims are successful, our business and operating results
could be harmed, and even if the claims do not result in litigation or are resolved in our favor, these claims, and the time and resources necessary to resolve them, could divert
the resources of our management and harm our business and operating results.

In the past, we had identified material weaknessesin our internal control over financial reporting, which we have since remediated. | f we fail to establish and
maintain effective internal control over financial reporting in the future, the accuracy and timeliness of our financial reporting may be adversely affected, which
could causeinvestorsto lose confidencein our reported financial information and may lead to a declinein the trading price of shares of our common stock and
ADSs.

The Sarbanes-Oxley Act requires, among other things, that public companies maintain effective disclosure controls and procedures and internal control over
financial reporting. For example, we will be required, pursuant to Section 404 of the Sarbanes-Oxley Act (" Section 404"), to furnish areport by management on, among other
things, the effectiveness of our internal control over financial reporting in the second annual report we file with the SEC. This assessment will need to include disclosure of any
material weaknesses identified by our management in our internal control over financial reporting, aswell as a statement that our independent registered public accounting firm
has issued an opinion on our internal control over financial reporting.

We previously identified material weaknessesin our internal control over financial reporting as of December 31, 2013 and 2014. We have since implemented
measures designed to improve our internal control over financial reporting to remediate the control deficienciesthat led to our material weaknesses, including requiring aformal
review of the contractual terms and conditions and a more stringent board and management approval process for any significant related party transaction and more generally,
we set up an internal control team to improve our accounting and finance systems. Based on the measures taken and implemented, we have concluded that the material
weaknesses identified have been remediated as of December 31, 2015.

Weintend to continue to improve our internal controls over financial reporting to meet the deadline imposed by Section 404 for the filing of our annual report on
Form 20-F in respect of fiscal year 2017 and anticipate that we will incur considerable costs and use significant management time and other resourcesin an effort to comply
with Section 404. We cannot be certain, however, that additional material weaknesses will not develop or beidentified. Neither our management nor independent registered
public accounting firm has ever performed a comprehensive evaluation of our internal control over financial reporting in accordance with the provisions of the Sarbanes-Oxley
Act because no such evaluation has been required. Any failure to achieve and maintain adequate internal control over financial reporting or to implement required, new or
improved controls, or difficulties encountered in their implementation could cause usto report material weaknesses or other deficienciesin our internal control over financia
reporting in the future. If we are unable to successfully remediate any material weaknesses or other deficienciesin our internal control over financial reporting, the accuracy
and timing of our financial reporting may be adversely affected and investors may lose confidence in our financial reporting, and the price of shares of our common stock and
ADSs may decline asaresult. In addition, if we are unable to continue to meet these requirements, we may not be able to remain listed on the New Y ork Stock Exchange.
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Asaforeign privateissuer, we are permitted to rely on exemptions from certain New York Stock Exchange corporate gover nance standards applicable to public U.S.
companiesaswell asfrom certain disclosure requirements under the Exchange Act. Thismay afford less protection to holders of shares of our common stock or
ADSs.

We are exempted from certain corporate governance requirements of the New Y ork Stock Exchange by virtue of being aforeign private issuer. We are required to
provide a brief description of the significant differences between our corporate governance practices and the corporate governance practices required to be followed by U.S.
companies listed on the New Y ork Stock Exchange. See "Item 16.G. Corporate Governance." The standards applicable to us are considerably different from the standards
applied to public U.S. companies. For instance, we are not required to:

* haveamajority of our board of directors be independent;
*  have acompensation committee or anominating or corporate governance committee consisting entirely of independent directors; or
* haveregularly scheduled executive sessions with only independent directors.

We haverelied on and intend to continue to rely on all of these exemptionsfor so long as we maintain our status as aforeign private issuer. In addition, we have a
board of corporate auditorsin lieu of an audit committee in accordance with applicable Japanese laws, which is permitted under Rule 10A-3(c)(3) of the Exchange Act for
foreign private issuers, subject to certain requirements. Asaresult, you may not be provided with the benefits of certain corporate governance standards applicable to public
U.S. companies.

Our parent, NAVER Corporation, controls amajority of the voting power of the outstanding shares of our capital stock, making us a " controlled company" within
the meaning of the New Y ork Stock Exchange corporate governance rules. As a controlled company, we are eligible to, and, in the event we no longer qualify asaforeign
private issuer, we intend to, elect not to comply with certain of the New Y ork Stock Exchange corporate governance standards, including the requirement that a majority of
directors on our board of directors are independent directors and the requirement that our remuneration committee and our nominating and corporate governance committee
consist entirely of independent directors.

Asaforeign private issuer, we are not subject to all of the disclosure requirements applicable to companies organized within the United States. For example, we are
exempt from certain rules under the Exchange Act that regulate disclosure obligations and procedural requirements related to the solicitation of proxies, consents or
authorizations applicable to a security registered under the Exchange Act. In addition, our directors and officers are exempt from the reporting and "short-swing" profit
recovery provisions of Section 16 of the Exchange Act and related rules with respect to their purchases and sales of our securities. Moreover, we are not required to file
periodic reports and financial statementswith the SEC as frequently or as promptly as U.S. public companies. Accordingly, there may be less publicly available information
concerning our company than thereisfor U.S. public companies.
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Rights of shareholders under Japanese law may be different from rights of shareholdersin other jurisdictions.

Our articles of incorporation and the Companies Act of Japan (the "Companies Act") govern our corporate affairs. Legal principles relating to matters such asthe
validity of corporate procedures, directors' and executive officers' fiduciary duties and obligations and shareholders' rights under Japanese law may be different from, or less
clearly defined than, those that would apply to acompany incorporated in any other jurisdiction. Shareholders' rights under Japanese law may not be as extensive as
shareholders' rights under the law of other countries. For example, under the Companies Act, only holders of 3% or more of our total voting rights or our outstanding shares
are entitled to examine our accounting books and records. Furthermore, there is adegree of uncertainty as to what duties the directors of a Japanese joint stock corporation
may have in response to an unsolicited takeover bid, and such uncertainty may be more pronounced than that in other jurisdictions.

Holders of ADSs have fewer rightsthan shareholders under Japanese law, and their voting rights are limited by the terms of the deposit agreement.

Therights of shareholders under Japanese law to take actions, including voting their shares, receiving dividends and distributions, bringing derivative actions,
examining our accounting books and records, and exercising appraisal rights, are available only to sharehol ders of record. Because the depositary, through its custodian
agents, is the record holder of the shares of our common stock underlying the ADSs, only the depositary can exercise those rights in connection with the deposited shares.
ADS holderswill not be able to bring a derivative action, examine our accounting books and records, or exercise appraisal rights through the depositary.

Holders of ADSs may exercise their voting rights only in accordance with the provisions of the deposit agreement. Upon receipt of voting instructions from themin
the manner set forth in the deposit agreement, the depositary will make efforts to vote the shares underlying the ADSs in accordance with the instructions of ADS holders.
The depositary and its agents may not be able to send voting instructions to holders of ADSs or carry out their voting instructionsin atimely manner. Furthermore, the
depositary and its agents will not be responsible for any failureto carry out any instructionsto vote, for the manner in which any voteis cast or for the effect of any such vote.
Asaresult, holders of ADSs may not be able to exercise their right to vote.

Holders of ADSs may not receive distributions on shares of our common stock or any value for them if it isillegal or impractical to make them availableto such
holders.

The depositary of our ADSs has agreed to pay holders of ADSs the cash dividends or other distributionsit or the custodian for our ADSs receives on shares of
common stock or other deposited securities after deducting its fees and expenses. Holders of ADSs will receive these distributions in proportion to the number of shares of
our common stock that such ADSs represent. However, the depositary is not responsible for making such payments or distributionsif it isunlawful or impractical to make a
distribution available to any holders of ADSs. For example, it would be unlawful to make a distribution to aholder of ADSsif it consists of securities that require registration
under the Securities Act of 1933, as amended, but that are not properly registered or distributed pursuant to an applicable exemption from registration. The depositary is not
responsible for making a distribution available to any holders of ADSsif any government approval or registration required for such distribution cannot be obtained after
reasonabl e efforts made by the depositary. We have no obligation to take any other action to permit distributions on our common stock to holders of ADSs. This means that
holders of ADSs may not receive the distributions we make on shares of our common stock if it isillegal or impractical to make them available to such holders. These
restrictions may materially reduce the value of our ADSs.

Holders of ADSs may be subject to limitations on transfer of their ADSs.

ADSs are transferable on the books of the depositary. However, the depositary may close itstransfer books at any time or from time to time when it deems expedient
in connection with the performance of its duties. In addition, the depositary may refuse to deliver, transfer or register transfers of ADSs generally when our books or the books
of the depositary are closed, or at any time if we or the depositary deems it advisable to do so because of any requirement of law or of any government or governmental body,
or under any provision of the deposit agreement, or for any other reason.
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We may amend the deposit agreement without consent from holders of ADSs and, if such holders disagree with our amendments, their choiceswill be limited to
selling the ADSs or withdrawing the underlying shares of our common stock.

We may agree with the depositary to amend the deposit agreement without consent from holders of ADSs. If an amendment increases fees to be charged to ADS
holders or prejudices amaterial right of ADS holders, it will not become effective until 30 days after the depositary notifies ADS holders of the amendment. At the time an
amendment becomes effective, ADS holders are considered, by continuing to hold their ADSs, to have agreed to the amendment and to be bound by the amended deposit
agreement. If holders of ADSs do not agree with an amendment to the deposit agreement, their choiceswill be limited to selling the ADSs or withdrawing the underlying shares
of our common stock. No assurance can be given that a sale of ADSs could be made at a price satisfactory to the holder in such circumstances.

We areincorporated in Japan, and it may be more difficult to enforce judgments obtained in courts outside Japan.

We areincorporated in Japan as ajoint stock corporation with limited liability. Most of our directors are non-U.S. residents, and a substantial portion of our assets
and the personal assets of our directors and corporate executive officers are located outside the United States. As aresult, when compared to aU.S. company, it may be more
difficult for investorsto effect service of processin the United States upon us or to enforce against us, our directors or executive officers, judgments obtained in U.S. courts
predicated upon civil liability provisions of the federal or state securities laws of the U.S. or similar judgments obtained in other courts outside Japan. Thereis doubt asto the
enforceability in Japanese courts, in original actions or in actions for enforcement of judgments of U.S. courts, of civil liabilities predicated solely upon the federal and state
securities laws of the United States.

Our shareholders of record on a given record date may not receive the dividend they anticipate.

The customary dividend payout practice of publicly listed companiesin Japan may significantly differ from that widely followed or otherwise deemed necessary or
fair in foreign markets. We may ultimately determine any dividend payment amount to our shareholders of record as of arecord date, including whether we will make any
dividend payment to such shareholders at all, only after such record date. For that reason, our shareholders of record on a given record date may not receive the dividends
they anticipate.

Dividend payments and the amount you may realize upon a sale of shares of our common stock or ADSs that you hold will be affected by fluctuationsin the exchange
rate between the U.S. dollar and the Japanese yen.

Cash dividends, if any, in respect of the shares of our common stock represented by our ADSs will be paid to the depositary in Japanese yen and then converted by
the depositary into U.S. dollars, subject to certain conditions. Accordingly, fluctuations in the exchange rate between the Japanese yen and the U.S. dollar will affect, among
other things, the amounts a holder of ADSswill receive from the depositary in respect of dividends, the U.S. dollar value of the proceeds that a holder of ADSswould receive
upon sale in Japan of the shares of our common stock obtained upon surrender of ADSs and the secondary market price of ADSs. Such fluctuationswill also affect the U.S.
dollar value of dividends and sales proceeds received by holders of shares of our common stock.
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Daily price range limitationsimposed by the Tokyo Stock Exchange may prevent you from selling shares of our common stock at a particular price on a particular
trading day, or at all.

Share prices on the Tokyo Stock Exchange are determined on areal-time basis by the balance between bids and offers. The Tokyo Stock Exchange is an order-
driven market without specialists or market makers to guide price formation. To prevent excessive volatility, the Tokyo Stock Exchange sets daily upward and downward price
range limitations for each listed stock based on the previous day's closing price or any "special quote," aprice indicated by the Tokyo Stock Exchange to notify investors that
there are orders beyond such price that may result in alarge price fluctuation. Although transactions may continue at the upward or downward limit priceif the limit is reached
on aparticular trading day, no transactions may take place outside these limits. Consequently, an investor wishing to sell shares of our common stock at a price above or
below therelevant daily limit may not be able to effect asale at such price on aparticular trading day, or at all.

Investors holding lessthan a full " unit" of shareswill have limited rights as shareholders.

Our articles of incorporation provide that 100 shares of our common stock constitute one "unit." Asaresult of the unit share system, ADS holderswill only be
permitted to surrender ADSs and withdraw underlying shares of our common stock constituting whole units. The Companies Act imposes significant restrictions and
limitations on holders of shares of our common stock that do not constitute awhole unit. In general, holders of shares of our common stock constituting less than one unit do
not have the right to vote with respect to those shares. For further discussion of the unit share system and its effect on the rights of our shareholders, see "Item 10.B.
Memorandum and Articles of Association."

Item 4. Information on the Company

Item 4.A. History and Development of the Company

We were established in Japan in September 2000 as Hangame Japan Corporation, ajoint-stock corporation, and subsequently changed our name to NHN Japan
Corporation in August 2003. We began as an online game company and engaged in the devel opment and distribution of online games under the Hangame brand. We
subseguently expanded our business to portal services and acquired livedoor Co., Ltd., a Japanese internet portal company, in May 2010.

In June 2011, we launched the LINE messaging application to the public in Japan, followed by launchesin other Asian countries. Weinitially focused on building
our user base in Japan, but shortly afterwards began to actively conduct marketing effortsin other parts of Asia, where we believed there was significant market potential
based on the relatively low level of smartphone penetration in arelatively large and growing population size. In order to more effectively pursue global expansion outside of
Japan, weincorporated LINE Plus Corporation, which provides sales and marketing services for the LINE platform outside of Japan, in Koreain February 2013.

In February 2013, our board of directors decided to focus our business on the operation and expansion of the LINE platform and to dispose of our Hangame
business along with related entities. We disposed of all of our interest in the Hangame business along with related entitiesin the form of a non-cash dividend to NAVER
Corporationin April 2013. In April 2013, we were renamed as LINE Corporation. In September 2013, our board of directors approved a plan to dispose of our online match-
making services business for the same reason. The disposition was completed in December 2013 through a sale to an unrelated third party. In September 2014, as a part of our
continued focus on the expansion of the LINE platform, our board of directors decided to dispose of our data management business, which consisted of DataHotel Co., Ltd., a
wholly-owned subsidiary, and the data management business was subsequently sold to a subsidiary of NHN Entertainment Corporation, a Korean online game portal
company that was spun off from NAVER Corporation in August 2013.
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In July 2016, we completed our initial public offering and listed our common stock on the First Section of the Tokyo Stock Exchange under the securities
identification code 3938 and our ADSs, each representing one share of our common stock, on the New Y ork Stock Exchange under the ticker symbol "LN."

Our legal and commercial nameis LINE Corporation. Our principal executive offices are located at JR Shinjuku Miraina Tower, 23rd Floor, 4-1-6 Shinjuku, Shinjuku-
ku, Tokyo, 160-0022, Japan, and our telephone number is +81-3-4316-2000. Our English website addressiis http://linecorp.com/en/.
Item 4.B. Business Overview
Our Mission and Vision

Our mission is"Closing the Distance" by bringing people closer to each other aswell asto awide variety of information and services.

Our vision isto become the "smart portal" through which users can access the people, information, services, companies and brands that they choose, from
anywhere they are and anytime they need to.

SMART PORTAL

CONTENT LIFE
MESSAGING

Overview

We are aleading global platform for mobile messaging and communication services, content distribution and services related to daily life. Our mobile messaging
application, which isthe foundation of our "messaging services" and operates on all major mobile operating systems, enables our users to communicate through free instant
messaging, Stickers and voice and video calls and serves as a smart portal to our other applications and services. We provide users with access to awide range of social and
interactive content and services that satisfy our users' individual needs for access to information and entertainment such as mobile games and music through our " content
services," aswell as connected solutions that aim to satisfy increasingly sophisticated day-to-day needs of LINE users and further enhance their welfare, such as payment
services and job posting, restaurant reservation and taxi booking services, through our "life services." We believe that the integration on our LINE platform of content and
services offers our users a convenient way to connect and have fun with their family and friends, explore and share their interests and satisfy their daily needs with greater
ease, which we believe enriches the user experience and ultimately contributes to higher user loyalty, while creating value for advertisers by connecting them with their target
audience using the LINE platform.

We believe LINE is the |eading mobile messaging application in Japan, Taiwan and Thailand in terms of number of users, and we have obtained substantial numbers
of usersin other parts of Asia, including Indonesia. We have achieved this growth through active marketing of LINE aswell as customizing our content offerings to suit local
preferences and needs. We believe the scale and growth of our user base in many countries provide us with powerful network effects, whereby LINE becomes more valuable
with more users and creates additional incentives for existing users to encourage new users to join and to stay connected to their circle of friends. We benefit from such
network effects where more activity on LINE leads to the creation and distribution of more content, which in turn attracts more users, platform partners and advertisers. We will
continue to invest in new products and services and enhancements to our existing products and services, with the goal of further expanding our user base and increasing user
engagement.
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At the heart of our platform isthe LINE mobile messaging application, which enables users to communi cate with family, friends and other people they care about.

¢ Weaddress people's basic communication needs. We focus on serving users' everyday communication needs by supplying easy-to-use tools, including chat,
voice call and video call, with reliable and secure connectivity wherever they are. Asaresult, our services have already become a meaningful part of the daily
lives of many of our users.

¢« Weenableclosed and real relationship-based communication. We believe that the most rewarding and lasting forms of expression are those involving
private, two-way exchanges between people with real relationships, which enhance intimacy and security. Our users can connect with other users they know by
directly adding them asfriends on LINE or by importing their mobile contact list into LINE. We believe that closer, intimate relationships are integral to the
broader social web of activity, representing a more meaningful and influential subset of social networks.

¢ Wemake communication more enriching and expressive. We are apioneer in the creation and design of Stickers, our larger and more expressive version of
emoticons. Users can express their emotions or actions by sending a single Sticker instead of athread of plain text. We believe that Stickers have made
communication both more convenient and more enriching.

Our user engagement is driven by such communication being coupled with activities that are an indispensable part of users' daily lives. LINE has evolved into an
extensive platform that provides not only the ability to communicate but also access to awide range of |ocalized entertainment content and services related to daily life, such
as games, video, music, camera and news applications, offering our users richer experiences. With an increasing amount of activity on the internet being conducted through
mobile applications, we believe that LINE provides afast, versatile and user-friendly platform for the discovery of content and servicesin the mobile era. Our broad array of
mobile services, combined with our large and highly engaged user base, gives us unique opportunities to offer greater personalization in terms of the service and content
offerings by introducing arange of application settings.

We believe that our user base provides attractive marketing opportunities for our advertisers. We provide avariety of targeted and interactive marketing solutions
that enable advertisersto promote their brands and amplify their visibility and reach. We offer awide variety of "messenger ads" or user-initiated advertising solutionsthat are
offered through the LINE messaging application, such as Official Accounts, Sponsored Stickers and LINE Point Ads, allowing advertisers to direct their efforts and
communication in amore targeted manner. In 2016, we also launched a new bid-based adverti sement distribution system with data analytics capabilities designed to help
advertisers better reach their target audience. We offer impression-based "performance ads" such as Timeline Ads, LINE NEWS Ads and other advertisements that utilize our
various communication and content offerings, allowing advertisersto effectively reach alarger number of LINE users. Our performance ads have become our fastest growing
advertisement products.

Our Productsand Services

We offer awide range of products and services, and we generate revenues in avariety of ways and from various participants active on the LINE platform.
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Communication and Content

Communication

LINE enables our users to enjoy free instant messaging and voice and video calls with each other using their mobile devices (including smartphones and tablets) or
personal computers through mobile networks and internet service providers, aswell aslow-cost voice over internet protocol ("VolP") services for domestic and international
callsto mobile and fixed-line phone users globally.

Our messaging application and related products and services offered on the LINE platform provide our users with a convenient and fun communication experience
and include the following:

Messaging. LINE provides messaging services for a closed network of users who can select other users with whom they want to connect as "friends." New
friends can be added through inclusion of new contact information in a user's mobile phone address book, searching for another user's LINE identification in
our database, invitation by email or text messaging, scanning QR codes or, if physically adjacent, shaking users' smartphones simultaneously. The LINE
messaging application can be downloaded for free onto mobile devices using major mobile operating systems as well as personal computers. Our users can
send free one-to-one text and voice messages to their friends using data services provided by their mobile network carriers or over theinternet. Users can also
send images and videos and share their |ocation information using the messaging service. LINE also offers group chat functions.

Stickers. Whileusing the LINE messaging application, users can add emotional nuance and personalize their text messages by including Stickers, which are
colorful icons depicting actions or expressions of our proprietary characters (such as Cony the Rabbit and Brown the Bear), characters from popular animation
or manga created by third parties (such as Sanrio's Hello Kitty and Disney characters), and real life celebrities and athletes. Our selection of Stickers varies by
country depending on anumber of factors, including local preferences, timely events and licensing arrangements for third-party copyrighted characters. We
continually look for new and innovative waysto let our users express themselves, including by releasing Stickers with enhanced features such as sound effects
aswell as animated and pop-up images.

Users can also design their own Stickers and offer them on Creators Market through LINE Store, our web store accessible from mobile devices and personal
computers. After areview process and subject to our approval, users may sell their self-designed Stickersto other LINE users and use them on the LINE
messaging application. We do not charge users afee to offer their Stickers on Creators Market, and the user receives half of the balance of sales proceeds after
deducting fees charged by payment processors, as license fees.

Timeline. Our Timeline service, which users access through the LINE messaging application, enables users to share their day-to-day experiences within the
closed circle of people whom they choose as their friends. Each user has a profile screen allowing text, Stickers, images and videos and other activity to be
posted to express themselves and to share with friends. Each user's Timeline displays that user's posts as well as posts by their friends and other interesting
content that the user chooses, with the most recent posts appearing at the top of the Timeline. Our Timeline is designed to be simple and easy to view, and
each post displays only the user profile, limited lines of text and any image or video included in the post. Users can choose the friends with whom they share
their posts and whose posts they receive on their Timelines.

Themes. Our users can customize the look of the LINE messaging application on their devices by purchasing and downloading "Themes" that feature LINE
and third-party licensed characters. Themes are used to decorate their start up screen, friends list, chat rooms, menu buttons and other displays. Users can also
design their own Themes and offer them on Creators Market.

36




Free Call and LINE Out (VoI P). Our users can make free domestic or international voice calls and video callsto other LINE users worldwide who are registered
astheir friendson LINE. We also offer the LINE Out service, which provides alow-cost Vol P service that enables users to make domestic or international voice
calls using the LINE messaging application to mobile and fixed-line phone users globally, regardless of the telecommunications network used by the recipient
of the call and regardless of whether the recipientisaLINE user. We do not charge our users any initial setup fee, and users pay in advance for the minutesto
be spent making calls by making an in-app purchase of minutes or purchasing minutes on LINE Store.

Content

LINE serves as a content platform for various applications for our users, offering users awide range of entertainment and other useful and interactive tools. Such
applications include:

LINE Games. We offer various games on the LINE platform. As of December 31, 2016, we offered 47 games, of which 42 games were developed by third-party
game devel opers. We offer gamesin Japan and our other key markets. Typically, LINE Games are highly social by nature and simple to play. Unlike standalone
games not offered on abroader platform, LINE Games enable usersto invite their LINE friends to download games that they enjoy playing. This, along with a
leaderboard that displays scores of the player's LINE friends, encourages our users to connect with their friends through our games and hel ps them build and
enhance their relationships. All LINE Games are initially downloadable for free, typically with options to buy in-game items, such as extralives or "boosters"
that enhance the user's performance level, or to upgrade game versions. Our portfolio of games includes puzzle games, adventure games, board games and role-
playing games.

We actively maintain the quality of gamesintroduced on the LINE platform to promote an engaging experience for our users and enhance their overall
satisfaction with LINE. To grow our inventory of high-quality games, we continually seek to enhance our in-house game devel opment capability aswell as
pursue avariety of partnerships, including in the form of equity investmentsin game devel opers. In the past, we published most of the games developed by
third-party game devel opers in the markets we serve on a non-exclusive basis. However, our genera policy when offering new games on the LINE platformisto
enter into new contractual arrangements with third-party game devel opers to become the exclusive distributor of their gamesin a particular market. The
selection of gametitles and pricing of in-game purchase items vary by country subject to local preferences and licensing arrangements for third party-owned
intellectual property, and we adjust our portfolio of games from time to time to meet our users' evolving preferences.

LINE PLAY. LINEPLAY isour virtual community that enables users to design their own avatars, or graphic identities selected to represent themselves on
screen, write and exchange diaries with other users' avatars, visit other users' avatar rooms and chat with other users who share common interests. Community
members can also play interactive games with other users. Users may purchase in-app itemsto dress up their avatars or decorate their avatar rooms. Unlike our
LINE messaging service, LINE PLAY isdesigned as an open social network where users can communicate freely with other LINE users who are not their LINE
friends.

LINE NEWSand LINE TODAY. LINE NEWSis our personalized news-clipping service application that provides users with relevant real-time news stories
based on the topics that users are most interested in, such as entertainment, sports, politics, economy, gourmet and fashion. LINE NEWS is also integrated
into users' Timelines and sends updates to users through push notifications, which allows seamless access to interesting and important news throughout the
day without the need to leave the LINE messaging application. In addition, users can share interesting articles on their Timelines or with their friends through
direct messages allowing for vibrant discussions. LINE NEWS is available to our usersin Japan, and we offer similar services called LINE TODAY in our mgjor
markets outside of Japan.
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e LINELIVEand LINE TV. LINELIVE isared-time streaming service offered in Japan that allows usersto access live streaming personal videos or commercial
events, such as concerts and sporting events, provided by artists, celebrities and corporate sponsors. In our major markets outside of Japan, we also offer on-
demand video service called LINE TV that allows usersto select and watch videos from diversified channels that offer an array of localized content.

* LINE Manga. LINE Mangaisour online comic book store that enables users to purchase and download from a selection of over 100,000 comic book titles, read
comic books on mobile devices and organize purchased titles on avirtual bookshelf. Users can also recommend comic books to their friends and share linksto
such comic books on their Timelines.

¢« LINEMUSIC. LINE MUSIC isour on-demand music subscription service that enables users to purchase and stream songs, create playlists of their favorite
music, send music or playlists directly to friends on the LINE chat screen or share music with friends by streaming it on their Timelines.

¢ Miscellaneous. We also offer awide range of other applicationsto further enhance user experience, including B612 (a self-portrait enhancement application),
LINE Camera (mobile camera application that enables users to edit, enhance and decorate photos), Fortune (daily fortune telling service), LINE Blog (blogging
platform designed to foster greater interaction with celebrities) and Weather (weather forecast service).

Others

¢ LINE Friends. We engage in character marketing using internally-designed L INE characters such as Cony the Rabbit and Brown the Bear, primarily to promote
our brand and appeal and further expand our user base. LINE charactersinitially gained popularity through Stickers and LINE Games that feature them, and we
sell official LINE merchandise, such as plush toys, action figures, stationery goods, clothes, tableware and limited-edition collaboration items, at LINE Friends
stores located in Korea, China, Japan, Taiwan and Hong Kong. LINE Friends merchandise is also available through online stores. In addition, we license our
proprietary LINE charactersto third parties for production and sale of various LINE-related merchandise.

¢ LINE Part-timeJob. LINE Part-time Job is a part-time job posting service provided through AUBE, Ltd., ajoint venture with Intelligence Holdings, Ltd. in
which we hold a49.0% interest. We aim to connect our users who are seeking part-time employment with companies that need part-time employees.

* LINE Pay. Aspart of our effortsto diversify payment options availableto LINE users, we launched LINE Pay, our mobile payment service application, in
December 2014. LINE Pay enables our usersto register their credit cards and make payments, regardless of their mobile carrier, on LINE Store and a number of
select online and offline partner retail stores. Depending on location, our users can also transmit funds to each other or withdraw cash from certain banks
within their respective countries through LINE Pay by linking their accounts at select banksin their respective countries or adding money to their LINE Pay
accounts at convenience stores or ATMs or through internet banking.
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We plan to expand the scope of LINE Pay by selectively incorporating it into our applications and exploring local partnership and joint venture opportunitiesin
order to enhance the convenience of our users. For example, we offer "Rabbit LINE Pay" in Thailand through ajoint venture with BSS Holdings Group,
provider of Rabbit smart cards for masstransit and retail customers. In Japan, we offer LINE Pay Card through our partnership with JCB Co., Ltd., which
enables usersto use LINE Pay Card for purchases both online and offline anywhere JCB credit cards are accepted using funds deposited to the user's LINE
Pay account.

¢ LINE Points. To further promote the use of LINE Pay, we offer LINE Points, areward program that enables users to earn points that they can use to add to
their LINE Pay balance, use points as virtual currency for purchases at LINE Store and online LINE Friends stores or redeem points for vouchers to be used at
retail locations such as coffee shops or convenience stores in Japan. Our users can earn LINE Points equal to 2.0% of amounts spent on LINE Pay Card as well
asreceive LINE Points from advertisers offered through LINE Point Ads.

¢ LINE Mobile. We commenced operations asan MV NO in September 2016 to provide affordably priced plansin Japan utilizing the wirel ess communication
networks of athird-party mobile phone operator. We commenced sales of our SIM cards on Amazon Japan in November 2016 and in select el ectronics retail
storesin Japan in March 2017.

Advertising Productsand Services
LINE Advertising

LINE offerstargeted and interactive marketing products and services that enable advertisers of various sizes to promote their brands, products and services, amplify
their visibility, better target their reach and enhance their advertising message by leveraging our user base. Advertisers can choose to subscribe to one product or service or
multiple products or services that are bundled as a package. We have a sales force that is dedicated to attracting and retaining advertising customers and providing support to
them throughout various stages of their campaigns, and our direct sales activities are supplemented by utilization of third-party advertising agencies. Advertisements and
promotional messages can be instantly delivered to our users because they are displayed on our users' smartphone screens through the LINE messaging application on areal-
time basis. In 2016, we launched a new bid-based advertisement distribution system with data analytics capabilities designed to help advertisers better reach their target
audience.

Our advertising products and services consist primarily of the following:
Messenger Ads

We offer awide variety of "messenger ads' or user initiated-advertising solutions that are offered through the L INE messaging application, allowing advertisersto
direct their efforts and communication in a more targeted manner. Our messenger ads include:

«  Official Accounts. Official Accountsare LINE user accounts created for large-scal e businesses and cel ebrities with followers that enable them to send
messages directly to LINE users who have added them as a LINE friend. Once added as aLINE friend, such Official Account holder is displayed together with
the users' other LINE friends, and the users are instantly alerted of messages through push notifications on their smartphones, as would be the case with any
other messages from their LINE friends. Official Accounts enable business enterprisesto reach LINE users around the world who are interested in their
business, products or services by notifying such users of their latest products and services as well as distributing coupons and promotional information.
Celebrities can also promote themselves and their latest works, such as movies and music albums, by connecting with their fans through their Official
Accounts. For initial subscriptionswe charge amonthly fee based on the contract period and the numbers of messages to be sent to users and updates to be
posted on Timelines. For renewed contracts, we charge monthly fees based on the number of users who have added such Official Accounts astheir LINE
friends.
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* Sponsored Stickers. Our advertisers can offer " Sponsored Stickers" to LINE usersto promote their brands, products and services. We work with advertisers
to design sets of Sponsored Stickers, which often feature the advertisers' proprietary characters. Sponsored Stickers are available globally and typically
downloadable during a period of four weeks for free by users who add the sponsor astheir LINE friend. We charge the advertisers fees based on the number of
Sponsored Stickers offered by them aswell as a Sticker design fee. Advertisers can add special featuresto their Sponsored Stickers, such as"Must-View
Stickers," afeature that allows users who watch certain videos to download a special set of Stickers, and "Direct Stickers," afeature that allows advertisersto
invite usersto download Stickers through LINE messages. Advertisers may also add an advertisement on our virtual Sticker shop for an additional fee, aswell
as offer "Sponsored Themes" that customize the look of the LINE messaging application using the advertisers' proprietary characters.

* LINE Point Ads. We offer "LINE Point Ads" to our advertisers which enable our usersto receive LINE Points for free upon downloading certain applications,
watching certain video commercials created by our advertisers or adding certain Official AccountsasaLINE friend. We charge advertisers afixed fee per
specific action taken by our users. Prior to April 25, 2016, LINE Point Adswasreferred to as LINE Free Coins.

* LINE@. Our business users can create their own official accounts using our LINE@ application and send messages to, or post announcements on the
Timelines of, other users who have added such LINE@ accounts as L INE friends, as well as respond to inquiries from other users on the LINE@ chat screen.
For amonthly fee, users with LINE@ accounts can send more messages per month as well asimage-based messages containing links to external websites.

* Business Connect. Business Connect provides our business partners with a set of tools, application programming interfaces and embeddabl e widgets that
they can use to build customized applications that can be offered on the LINE platform, such as sales platforms, marketing tools and customer relationship
management solutions.

Performance Ads

We also offer impression-based "performance ads" that leverage user engagement of our communication tools such as Timeline and content offerings such asLINE
NEWS. Our performance ads enable advertisers to display their advertisementsto alarge number of views, leveraging LINE's position as Japan's |eading mobile messaging
application with the largest user base, and employ our data analytics capabilities to maximize viewer attention. For example, advertisers are able to track how many customers
visit their sites as aresult of a specific advertisement campaign on the LINE platform, which hel ps advertisers make modifications to their advertisement campaigns to enhance
their results and achieve ahigher return on their investment. We believe that our ability to help advertiserstarget relevant users will steadily grow over time as we accumul ate
greater amounts of user data about their engagement activities on the LINE platform.

Our performance ads are sold through a bid-based cost per thousand impressions ("CPM") or cost per click ("CPC") pricing model, depending on the type of
advertisement, where an advertiser competes against other advertisersin an auction and bids for agiven advertisement spot. For example, image performance ads typically
generate revenues based on CPC pricing, while video performance ads typically generate revenues based on CPM pricing. Advertisements are ranked for display based on a
combination of the maximum bid set by the advertiser and other factors to determine the relevance of the advertisement, including our analysis of users' engagement activities
on the LINE platform. We believe that this favors the advertisements that are most relevant to users, improving the experience for both users utilizing our services aswell as
advertisers|ooking for interested customers. Our advertisers pay for qualifying impressions or click-through volume and can also specify the maximum number of impressions
to be displayed.
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Our performance ads include:

* TimelineAds. Our advertisers can post advertisements on our users' Timelines, which appear at select locations as users scroll through various postings on
their Timeline. Such advertisements may include links to external corporate websites, promotions of application downloads or branding campaigns featuring
video clips. Video clips play automatically when auser scrolls through Timeline and reaches a viewport.

* LINENEWSAds. Our advertisers can post advertisements to certain advertisement spots on LINE NEWS to reach our users. Such advertisements may
include links to external corporate websites, promotions of application downloads or branding campaigns.

Portal Advertising

In addition to advertising on our LINE platform, we also offer advertising services on both mobile devices and personal computers through the following portals
that we operate:

» livedoor. livedoor is aJapanese web portal that brings together information from awide variety of sources and provides related services such as web search,
news, weather and entertainment content and blog hosting. livedoor is one of the largest blogging service providersin Japan.

* Matome. We provide a personal web curation platform in Japan called Matome that enables individual usersto create web pages that bundle images, links and
videos under a specific topic. Such pages help viewers to see information collected from various sources sorted by topic that reflect the curating user's
perspectives and experiences on a specific topic.

Wetypically sell advertising space on these portal s and their mobile applications through advertising networks such as Google and Y ahoo Japan and through other
brokers. From time to time, we al so sell advertising space directly to advertisers.

Our Investments

From time to time, we selectively invest in other start-up companies and service providersto further devel op services on our LINE platform and to explore possible
synergies, especially for services that have gained popularity in markets where we see growth potential for our LINE platform. We make such investmentsin avariety of ways,
including direct acquisitions of equity interests, creation of joint ventures and investments in third-party venture capital and private equity funds. For example, in October
2016, we acquired a 25.0% interest in Snow Corporation, developer and operator of the selfie app SNOW. We plan to transfer some of our camera-related businesses, including
B612 and LINE Camera, to Snow Corporation to pursue further synergies, and our interest in Snow Corporation is expected to increase to 48.6% in May 2017. Additionally, in
October 2016, we acquired a 22.0% interest in Y ume no Machi Souzou linkai Co., Ltd., operator of delivery portal site Demae-Can. For further information on our investmentsin
associates and joint ventures, see Note 32 of the notesto our annual consolidated financial statements.
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Payment M echanism for Our Users

Users of LINE and other applications offered on the LINE platform purchase products such as Stickers, in-game items or other in-app items primarily through the
payment processing systems established by Google Play for Android-based smartphones and Apple App Store for iOS-based smartphones, for which such payment
processing systems charge transaction fees based on afixed percentage of the price paid by users. In addition, users of iOS- and Android-based smartphones may use LINE
Coinsasvirtual credits for purchase of products and services on the LINE platform. Users may acquire LINE Coins, either by purchasing LINE Coins through their respective
payment systems or converting their LINE Pointsinto LINE Coins. We supplement such payment options with LINE Store, our web store accessible from mobile devices and
personal computers, where usersin select countries have the option to pay with prepaid cards or credit cards or through direct mobile billing that adds the purchase amount to
their monthly phone bill. As part of our effortsto diversify payment options available for LINE users, we launched LINE Pay, our mobile payment service application, in
December 2014.

Building and Maintaining User Trust

We strive to create products and services that are safe, secure and easy to use. We dedicate significant resourcesto the goal of building user trust through
developing and implementing programs designed to protect user privacy, promote a safe online environment and assure the security of user data.

Privacy and Sharing

People come to LINE to communicate and share their experience with friends. Protecting user privacy isacritical consideration in our product and service
development process. Our objective isto give users control over what they share and with whom they share. Our efforts regarding user privacy are fundamental to our
business and are focused on assuring control, transparency and accountability as follows:

*  Control. We believe that by providing our users with clear and easy-to-use controls, we will continue to promote trust in our products and services. We have
introduced various personal information control tools and techniques. For example, a user can choose whether other users can search for his or her account
and select the scope of the audience for his or her Timeline postings.

* Transparency. Our privacy policy relatesto our data use practices and privacy features. We also offer anumber of tools and features that make disclosure to
users on how their information is used on the LINE platform. Our application settings feature enables usersto view each of the applications they have chosen
to use, the information generally needed by each application, and the audience with whom users have chosen to share their experiences. We believe that our
transparency efforts enable users to make more informed decisions about their activities on the LINE platform.

*  Accountability. We have implemented procedural safeguards as part of our privacy program. These include employing a dedicated team of privacy
professionals who are involved in product development from design through launch, conducting ongoing review and monitoring of the way datais handled by
existing features and applications and implementing systemic data security practices.

Safety
We generally design our products and services to include safety tools. To communicate directly with other LINE users, each user has the option to register a"LINE
ID" to alow other usersto find such user through a LINE ID search. Each user may choose whether his or her account isvisible to other users' LINE ID searches. We also

cooperate regularly with mobile network providers and educators as well as law enforcement officers to promote proper and legal use of the LINE platform.
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Security

Weinvest in technology, processes and people as part of our commitment to safeguarding our users' personal information. We use both third-party developed and
proprietary technologies to protect our users, including an intrusion detection system to protect the data entrusted to us, and we rely on multiple layers of network
segregation using firewalls to protect against attacks or unauthorized access. Our security team actively scans for security vulnerabilities using commercial tools, penetration
tests, code security reviews and internal and external audits. Our internal policy isto implement protective measures to safeguard user information, and we have acquired
international certificationsin both information security and privacy.

Salesand Marketing

The LINE user community has grown with usersinviting their personal contacts to connect with them, supported by our internal efforts to stimulate user awareness
and interest, such as advertising and marketing campaigns on television and the internet. As we seek to increase our global footprint, we engage in active advertising and
promotional campaigns to build our brand and further expand our user base.

We utilize television commercials and internet and mobile advertising as well as product placements in television shows, often targeting younger generation users.
Primarily to increase our brand recognition, we continue to expand the numbers of retail stores and fixed-duration pop-up stores in various markets where shoppers can
purchase official LINE merchandise or take photographs with LINE character mascots. We also engage in promotional events and sales of the LINE characters through our
LINE Friends stores. Our marketing expenses were ¥18,069 million in 2014, ¥16,596 million in 2015 and ¥11,833 million in 2016, excluding personnel-related costs of our
marketing staff. While we believe that our ability to grow through network effects associated with the LINE platform will be fundamental to our growth in global markets, we
expect to continue to invest significantly in marketing and promotional activities to further promote such growth.

We also focus on attracting and retaining advertisers. In Japan, we operate a dedicated sales force focused on providing support to advertisers throughout the
stages of the advertising campaign cycle, from pre-purchase decision making to post-campaign analytics. Our direct sales activities are supplemented by third-party agencies
that primarily assist with attracting large businesses that may be interested in creating Official Accounts, aswell as application developers that may be interested in marketing
their applications. We also invest in customer support for our users, platform partners and advertisers, and we regularly host conferences and other events to promote our
products and services to platform partners and advertisers. Outside of Japan, we engage in global sales and marketing activities through LINE Plus Corporation. LINE Plus
Corporation devel ops marketing strategies for potential advertisers and regularly workswith third-party agencies to promote advertising opportunities with LINE.

Technology
We have assembled ateam of highly skilled engineers and computer scientists whose expertise spans a broad range of technical areas. We have made significant
investmentsin scalable infrastructure to support large-scal e, real-time messaging systems, data management and analysis technologies and voice and video call quality

solutions.
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Scalable I nfrastructureto Support Large-Scale, Real-Time Messaging Systems

Our products and services are built on distributed computing architecture. We use a combination of off-the-shelf and custom software running on clusters of
commodity computers to amass substantial computing capability. We intend to continue to devel op server infrastructure that is operationally efficient, scalable and reliable,
which is designed to do the following:

+  adapt to meet the needs from increasing user base growth and activities on our platform through decentralized data networks;

+ improvethefunctionality of serversthrough automated server management technology, thereby reducing the cost and improving operational agility;

+ automatically detect and respond to errorsin our infrastructure components, including application servers, storage infrastructure and system networks; and
* maintain reliable redundant systems for our infrastructure components in Japan and abroad to reduce the possibility of serviceinterruptions.

Our infrastructure enabl es the storage and processing of large datasets and deployment of our products to our users on aglobal basis. Asour user base grows and
the level of engagement and activities on our platform continues to increase, we will continue to expand our computing infrastructure to sustain and further improve our
operating efficiency and to provide our products and services quickly and reliably to all users around the world. Our core messaging system enables real-time processing of a
large amount of user traffic and serves as the basis for our LINE platform operations by delivering messages as well as other content generated from LINE Games and other
applications offered on the LINE platform on areal-time basis.

Data Management and Analytics Technologies

In order to provide each user with a personalized LINE experience, we process and analyze avast and growing amount of content shared by our users, developers
and advertisers. Accordingly, we haveinvested in developing technologies and analytics in areas including the following:

« astorageinfrastructure that enables us to securely store hundreds of petabytes of data generated by our users;
* increased storage capacity for more efficient data distribution;
» ahigh-volume business intelligence system that enables |arge scale data analysis; and
* adatawarehouse infrastructure that provides tools to enable easy data summarization, ad hoc querying and analysis of large datasets.
Advertising Technology
We offer advertisers a powerful medium through which they can reach our large user base in atargeted manner using our array of advertising products and services.
Our advertising technology enables millions of relevant, targeted adverti sements simultaneously based on content a user views on our platforms. The key elements of our

advertising technology include:

»  advertising auction system technology that enables advertisers to compete against other advertisersin an auction and bid for a given advertisement spot as
well as automatic delivery of relevant, targeted advertising;

«  contextual advertising technology that considers factors such as optimal ad creatives and quality of landing pages and employs techniques to analyze the
content of individual pages and to match advertisements to them; and

*  systemsto better analyze user preferences and content consumption patterns that enable advertisers to provide more personalized advertisements and
effectively manage their advertising budgets to generate a higher return on their investment.
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Voice and Video Call Quality Solutions

We believe that audio and video quality iscritical to the enjoyment of the LINE experience, and we have made significant engineering and development efforts to
improve our audio and video quality. Key areas of our investments include the following:

+  proprietary audio and video communications technology that can reliably process millions of calls on adaily basis and group calls of up to 200 people at a
time; and

*  high performance codec and data transmission technol ogies and routing algorithms to improve overall call quality and user experience.
Game Development and Publishing Technologies

In order to continue to develop and publish successful games, we have invested in devel oping technol ogies designed to allow us to monetize games through in-
game purchases, while providing players with an exciting experience. Areas of investment include:

»  ability to conduct large-scal e user data analysis during game play; and
« client/server technology designed to allow simultaneous, secure, fast and stable game play by users around the world.
Competition

We compete against various companies to attract and engage users, some of which have greater financial resources and substantially larger user bases. We face
direct competition from other mobile messaging service providers such as Facebook's WhatsApp and Messenger, Tencent's WeChat, Snapchat, Telegram Messenger and
Blackberry Messenger, as well as mobile messaging services for specific operating platforms, such as Appl€e'siMessage. We also face significant competition in almost every
aspect of our business, including from companies such as Facebook, Google, Twitter, Y ahoo Japan and Snap, which offer avariety of social network services and products as
well asonline advertising services.

We face competition from game companies, mobile telecommunications companies, e-commerce companies, music streaming companies and other internet-rel ated
companies that offer products and services that may compete with specific features of the LINE messaging service or other applications that we offer. We also compete with
traditional and online media businesses for a share of advertisers' budgets and in the devel opment of tools and systems for managing and optimizing advertising campaigns.
Aswe introduce new products and our existing products evolve, or as other companiesintroduce new products and services, we may become subject to additional
competition.

The key areas in which we compete include:

* Usersand User Engagement. We compete to attract and retain users. We believe that our ability to compete effectively for users depends on many factors,
including the utility, ease of use, performance and reliability of our products and services; price; the amount, quality and timeliness of content generated by our
users; our ability to establish and maintain relationships with platform partners; and our reputation and the strength of our brand. We also compete to attract
and retain devel opers to build compelling games and other applications offered on the LINE platform, primarily based on size and composition of our user base,
and our ability to drive traffic to devel opers' applications.
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* Advertising. A significant portion of our revenue is generated from the sale of advertising services, and we face significant competition for advertiser
spending. We believe that our ability to compete effectively for advertiser spending depends on many factors, including the size and composition of our user
base; the effectiveness of our advertising targeting capabilities; the timing and market acceptance of our advertising services; our marketing and selling efforts;
and the return our advertisers expect to receive from our advertising services.

* Personnel. We experience significant competition for highly skilled personnel, including senior management, engineers, designers and product managers. Our
growth strategy dependsin part on our ability to retain our existing personnel and recruit highly skilled employees. Competition for highly skilled personnel is
intense, particularly in Japan where our headquartersis|ocated, and we compete for qualified personnel with online and mobile businesses, other companiesin
the technology industry and traditional media businesses. We believe that our ability to compete effectively for highly skilled personnel depends on many
factors, including awork environment that encourages independence, creativity and innovation; opportunities to work on challenging, meaningful and
important products; and compensation.

Regulation

We are subject to anumber of Japanese and other foreign laws and regul ations that affect compani es conducting business on the internet, many of which are still
evolving and being, or have not yet been, tested in courts, and could be interpreted in ways that could harm our business. These may involve user privacy, rights of publicity,
data protection, telecommunications, liability of providers of online servicesfor activities of their users and other third parties, content, intellectual property, distribution,
electronic contracts and other communications, competition, protection of minors, consumer protection, taxation and online payment services. Because our services are
accessible worldwide in avariety of countries, certain jurisdictions may claim that we are required to comply with their laws, including even jurisdictions where we have no
local entity, employees or infrastructure.

Regulationsregarding Privacy and Protection of Personal Information and User Data

We are subject to laws and regulations, aswell as pending legislative and regulatory proposals, regarding privacy and protection of user data and personal
information, which could affect us in many jurisdictions throughout the world. The application and interpretation of these and other similar international laws and regul ations
concerning data protection and personal information is often uncertain, particularly in the new and rapidly evolving industry in which we operate, and in certain countries
where the scope and interpretation of such laws and their application to the internet isin a state of flux. Thereisarisk that such laws may be interpreted and applied in
conflicting ways in different states, countries, or regions, and in amanner that is not consistent with our current data protection practices. There also may be limited precedent
in certain jurisdictions with regard to enforcement or interpretation of these laws.

In Japan, the Act on the Protection of Personal Information and its related guidelines impose various reguirements on businesses, including us, that use databases
containing personal information. Under this Act, we are required to lawfully use personal information we have obtained within the purpose of use we have specified and take
appropriate measures to maintain security of such information. We are also restricted from providing personal information to third parties. An amendment to this Act was
enacted in September 2015 and is scheduled to be put into full effect on May 30, 2017. This amendment includes establishment of a new regulatory authority and introduction
of new regulation on handling of anonymous personal data and transfer of personal information to foreign countries.
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Privacy Policies

We post a privacy policy and terms of service with our applications, in which we describe our practices concerning the use, processing and disclosure of user data.
Any failure by usto comply with our posted privacy policy or privacy related laws and regulations could result in proceedings against us by governmental authorities or
others, which could harm our business. Our compliance with our privacy policy may be subject to regulation by governmental agenciesin various jurisdictions. For example,
the U.S. Federal Trade Commission may bring enforcement actions against unfair and deceptive trade practices, including the violation of privacy policies, and European
authorities may take actions against violations of privacy policiesaswell.

Regulations of Telecommunications and Portal Businesses

The Telecommunications Business Act of Japan (the " Telecommunications Business Act") generally requires that those who plan to provide telecommunications
services be registered as tel ecommuni cations business operators. However, aslong as the scale of the telecommunications circuit facilities to beinstalled for the
telecommunication services and the scope of service areato be covered do not exceed certain thresholds set forth in an ordinance of the Ministry of Internal Affairsand
Communications of Japan, or fall within a certain category of radio facilities, submission of anotice to the Minister of Internal Affairsand Communications of Japan, rather
than registration, isrequired. We believe that our facilities and services do not exceed such thresholds, and we are subject to notification requirements. Although it is not
expressly clear, we believe that our telecommunications service related to LINE Out is not subject to the Telecommunications Business Act sinceit is provided by LINE Plus
Corporation, an overseas entity.

As atelecommunications business operator, we are prohibited from acquiring, using without permission, or leaking private communications (including, but not
limited to, the contents of communications, the dates and places of the communications, the names and addresses, telephone numbers and |P addresses). The
Telecommunications Business Act also requires a telecommunications business operator to, among other things, provideits servicein afair manner and, in certain emergency
situations such as a natural disaster, prioritize important public communications. |f, among other things, the acquisition, use without permission or leakage of private
communications occurs or is not appropriately prevented in connection with the operation of the telecommunications business, a telecommunications business operator does
not satisfy the foregoing requirements, or its business operation is otherwise inappropriate or unreasonable, such telecommunications business operator may be subjected to
administrative or criminal sanctions.

The Provider Liability Limitation Act of Japan regulates a provider of communications services (the " specified communications services provider") that circulates
electronic information publicly through the internet, and our portal services are subject to such regulations. While this act limits the scope of liability of a specified
telecommunications services provider that will be incurred when anyone's rights are infringed upon as aresult of the circulation of electronic information in connection with its
communications services, it requires a specified communications services provider to disclose certain information related to those who engage in such infringement.

Payment Services Regulations

The Payment Services Act regulates prepaid payment instruments such as the prepaid cards and virtual currencies that we sell in Japan. Because we issue such
prepaid instruments, we must comply with certain requirements, including an obligation to deposit or enter into certain guarantee or trust agreements for at least 50% of the
total amount of unused amounts or credits represented by the instrumentsissued as of the end of either the first or third quarter of any year, if such total amount is more than
¥10 million; an obligation to refund any remaining amount of money or virtual currenciesif we stop selling prepaid cards or virtual currencies, and general restrictionson
refunds in other situations; and an obligation to secure any private information obtained in connection with our prepaid cards and virtual currencies. We may be subjected to
administrative or criminal sanctionsif we fail to fulfill such obligations.
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We must also register with the director of the competent local finance bureau of the Ministry of Finance if our prepaid payment instruments can be used to purchase
goods or servicesthat are offered not only by ourselves or other closely related parties, including our affiliates, but also by third parties. We issue such instruments, and we
areregistered with the Director of the KLFB. The Director is authorized to issue a business improvement order or business suspension order, or cancel our registration if we
fail to comply with such regulations.

The Payment Services Act also regul ates funds transfer services. As our service allows our users to remit funds to each other or withdraw or deposit cash at
convenience stores, ATMs or through internet banking, in each case up to ¥1 million, by linking their accounts at select banks, we are required to register and have registered
with the Director of the KLFB. We must also comply with certain other requirements, including an obligation to deposit or enter into certain credit guarantee or trust
agreements for the greater of ¥10 million or the full amount of our outstanding obligations as service provider payable to transfereesin Japan plus the costs associated with
exercise of their rights as creditors of our funds transfer service. The Director of the KLFB is authorized to issue a businessimprovement order, a business suspension order or
cancel our registration if we fail to comply with such regulations.

Various laws and regulations in the United States, such as the Bank Secrecy Act, the Dodd-Frank Act, the USA Patriot Act, and the Credit Card Act, impose certain
anti-money laundering requirements on companies that are financial institutions or that provide financial products and services. Under these laws and regulations, financial
institutions are broadly defined to include money services businesses such as money transmitters, check cashers, and sellers or issuers of stored value. Requirements imposed
on financial institutions under these laws include customer identification and verification programs, record retention policies and procedures and transaction reporting. We do
not believe that we are afinancial institution subject to these laws and regulations. However, it is possible that payments and other transactions on the LINE platform could
deem us afinancial institution subject to applicable U.S,, state or foreign regulations.

Regulations on Advertising

The Premiums and Representations Act of Japan stipul ates the restricted methods and means of various advertisements, representations and sales promotions, in a
broad sense. When we advertise our products or services, such as games, on theinternet, we must provide appropriate information under this Act, so as not to mislead our
users.

In addition, regulations promulgated under the Premiums and Representations Act of Japan prohibit the inclusion in our games of certain mechanismsthat are
considered to excessively promote in-game purchases. These mechanisms typically feature a system in which users may pay for the chance to win an in-game item by random
selection from different items, with certain combinations of items won providing users with special premium in-game items.

Regulationsto Protect Minors

The Act on Establishment of Enhanced Environment for Y ouths' Safe and Secure Internet Use of Japan regulates an administrator of servers publicly accessible
through the internet (the "specified server administrator"), aiming to protect youths under the age of eighteen. Under this act, if the specified server administrator learns of any
situation where harmful information that materially impairs the sound growth of youths has been provided, or it makes such information available to the public through the
internet by the use of its servers, it will be required to make efforts to take measures to prevent youths from accessing such information. The specified server administrator is
also required to make efforts to establish a system to receive information or inquiries from the public regarding any harmful information it sends, and to prepare and keep
records of any measures that it has taken to prevent underage access to harmful information.
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The Act on Regulation on Soliciting Children by Using Opposite Sex Introducing Service on Internet of Japan requires that those who operate an opposite sex
introduction service through the internet submit a notification to the Public Safety Commission, and strive to take certain actions to prevent sexual offenses against children
conducted through an opposite sex introduction service through the internet. Although we believe that none of our products or services fall within the definition of an
"opposite sex introduction service," it is not expressly clear whether our interpretation is correct. In the event that any regulatory authority or court adopts a different
interpretation, we may become subject to the regul ations applicable to opposite sex introduction services under this Act, including the administrative or criminal sanctions
thereunder.

Item 4.C. Organizational Structure

As of December 31, 2016, we had 11 Japanese subsidiaries and 16 overseas subsidiaries. The following table sets out the jurisdiction of incorporation and our
ownership interests of our significant subsidiaries:

Jurisdiction of Per centage of

Name Incor poration Ownership
LINE Book Distribution Corporation Japan 52.00%
LINE Business Partners Corporation Japan 100.00%
LINE Fukuoka Corp. Japan 100.00%
LINE GAME Globa Gateway, L.P. Japan 100.00%
LINE Life Global Gateway, L.P. Japan 100.00%
LINE Mobile Corporation Japan 100.00%
LINE Pay Corporation Japan 100.00%
LINE Ventures Corporation Japan 100.00%
M.T. Burn Corporation Japan 50.50%
WebPay Holdings, Inc. Japan 100.00%
WebPay, Inc. Japan 100.00%
LINE Digital Technology (Shanghai) China

Limited. 100.00%
LINE Digital TechnologiesIndia Private Limited India 100.00%
PT. LINE PLUSINDONESIA Indonesia 99.80%
LINE Biz Plus Corporation Korea 100.00%
LINE C&| Corporation Korea 100.00%
LINE Friends Corporation Korea 100.00%
LINE PLAY Corporation Korea 100.00%
LINE Plus Corporation Korea 100.00%
LINE BIZ+ PTE.LTD Singapore 100.00%
Line Biz+ Taiwan Limited Taiwan 100.00%
LINE Taiwan Limited Taiwan 100.00%
LINE BIZ Plus Ltd. Thailand 50.00%
LINE Company (Thailand) Limited Thailand 50.00%

United Kingdom of
MixRadio Limited Great Britain and
Northern Ireland 100.00%

LINE Euro-Americas Corp. Umﬁriségt% of 100.00%
LINE Vietnam Co., Ltd Vietnam 95.00%

For further details on our subsidiaries, see Note 30 of the notes to our annual consolidated financial statements.
Item 4.D. Property, Plants and Equipment

As of December 31, 2016, we had ¥9,029 million of property and equipment, which primarily consisted of our servers and networking equipment, and |eased office
facilitiesin Japan and other countries, including approximately 118,000 square feet for our corporate headquartersin Tokyo, Japan. We have entered into alease to move our
head officesto anew location in Shinjuku, Tokyo and plan to relocate in April 2017.
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Item 4A.  Unresolved Staff Comments

We do not have any unresolved comments from the Securities and Exchange Commission staff regarding our periodic reports under the Exchange Act of 1934.
Item 5. Operating and Financial Review and Prospects
Item 5.A. Operating Results

Overview

We are aleading global platform for mobile messaging and communication services, content distribution and servicesrelated to daily life. Our mobile messaging
application, which is the foundation of our "messaging services" and operates on all major mobile operating systems, enables our users to communicate through free instant
messaging, Stickers and voice and video calls and serves as asmart portal to our other applications and services. We provide users with access to awide range of social and
interactive content and services that satisfy our users' individual needs for access to information and entertainment such as mobile games and music through our "content
services," aswell as connected solutions that aim to satisfy increasingly sophisticated day-to-day needs of LINE users and further enhance their welfare, such as payment
services and job posting, restaurant reservation and taxi booking services, through our "life services." We believe that the integration on our LINE platform of content and
services offers our users a convenient way to connect and have fun with their family and friends, explore and share their interests and satisfy their daily needs with greater
ease, which we believe enriches the user experience and ultimately contributes to higher user loyalty, while creating value for advertisers by connecting them with their target
audience using the LINE platform.

Webelieve LINE is the leading mobile messaging application in Japan, Taiwan and Thailand in terms of number of users, and we have obtained substantial numbers
of usersin other parts of Asia, including Indonesia. We have achieved this growth through active marketing of LINE aswell as customizing our content offerings to suit local
preferences and needs. We believe the scale and growth of our user base in many countries provide us with powerful network effects, whereby LINE becomes more valuable
with more users and creates additional incentives for existing users to encourage new users to join and to stay connected to their circle of friends. We benefit from such
network effects where more activity on LINE |leads to the creation and distribution of more content, which in turn attracts more users, platform partners and advertisers. We will
continue to invest in new products and services and enhancements to our existing products and services, with the goal of further expanding our user base and increasing user
engagement.

We generate revenue in avariety of ways and from various participants active on our global platform. Our revenues are primarily generated from our advertising
products and services, LINE Games and Stickers. While our revenue growth prior to 2016 has been led primarily by LINE Games and Stickers, our revenue growth in 2016 was
primarily driven by our advertising products and services, particularly the growth of our "performance ads" such as Timeline Ads and LINE NEWS Ads. We generated
revenues of ¥86,366 million in 2014, ¥120,406 million in 2015 and ¥140,704 million in 2016, representing revenue growth of 39.4% from 2014 to 2015 and 16.9% from 2015 to 2016.
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Factors Affecting Our Financial Condition and Results of Operations

Our financial condition and results of operations have been and will continue to be materially affected by anumber of factors and developments, some of which are
outside of our control, including the following:

o user growth;
¢ user engagement;
*  monetization;
*  products and servicesinnovation;
*  marketing and brand promotion;
*  competition;
* investmentin talent; and
+  seasonal fluctuations.
User Growth
MAUSs are ameasure of the size of our active user base. We define MAUs in agiven month as the number of user accountsthat (i) accessed the LINE messaging
application or any LINE Game through mobile devices; (ii) sent messages through the LINE messaging application from personal computers; or (iii) sent messages through any

other LINE application from mobile devices, in each case at least once during that month. MAUs for the months indicated were as follows:

For the month of

Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec.
2014 2014 2014 2014 2015 2015 2015 2015 2016 2016 2016 2016
(in millions)

Total MAUs 159 170 179 190 205 211 212 215 218 220 220 217
Japan 45 47 49 51 54 55 57 58 61 62 64 66
Taiwan, Thailand and

Indonesia 44 49 54 62 70 76 81 87 91 95 98 101

The growth in MAUs affects our revenues and financial performance by influencing the volume of transactions on LINE, the number of advertisers we are able to
attract and the rates we can charge such advertisers, as well as our expenses. In December 2016, we had 217 million MAUs globally, including atotal of 167 million MAUsin
Japan, Taiwan, Thailand and Indonesia. Weintend to pursue MAU growth, particularly in Asia, where we have established significant brand recognition and market
positioning through localized services and products. For example, we try to incentivize additional users to exchange messages and add more friends through promotional
events, aswell as broaden the ways users can interact with their friends on our games and other content applications.

User Engagement

Changes in user engagement also affect our revenues and financial performance. Growth in user engagement enhances our ability to deliver relevant content to
users and increase the opportunities for us to generate revenues. Growth in user engagement also generally resultsin increases in our expenses and capital expenditures
required to support user activity. Our average DAUsin December 2016 represented approximately 63% of our MAUs globally and 72% of our MAUs in our four largest
markets of Japan, Taiwan, Thailand and Indonesiain December 2016.
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We measure user engagement of communication products and services using various metrics, including daily average number of messages sent and received and
daily average number of Stickers sent. While sending and receiving messages s free, when sending messages, our users often include in their messages purchased Stickers,
which is our primary revenue source within our communication products offerings. In addition, these metrics affect the attractiveness of our LINE advertising products and
services as a medium for advertisers, which in turn impacts our advertising revenue. Such metrics for the months indicated were as follows:

For the month of

Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec.
2014 2014 2014 2014 2015 2015 2015 2015 2016 2016 2016 2016

(in millions)

Daily average number of

messages sent. 2,860 3,100 3,190 3,372 3,764 4,051 3,997 4,048 4,211 4,347 4,404 4,382
Daily average number of

messages received 6,519 8,071 9,244 11,048 12,889 15,555 15,160 15,534 16,186 17,866 19,998 20,682
Daily average number of

Stickers sent 346 350 328 335 358 397 379 388 389 397 384 407

We measure user engagement of LINE Games primarily using MAUs of LINE Games. While downloading LINE Gamesisfree, our active users often purchase in-
game items to enhance their game experience, which is akey revenue source for us. MAUs of LINE Games may fluctuate depending on the level of popularity of our gametitles
at any given time. The MAUs of LINE Games for the months indicated were as follows:

For the month of

Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec.
2014 2014 2014 2014 2015 2015 2015 2015 2016 2016 2016 2016
(in millions)
MAUSs of LINE Games(D) 35 34 33 39 38 36 32 32 31 29 27 27

(1) Representsthe number of user accounts that accessed any LINE Game through mobile devices at |east once during the month indicated.

Monetization

Our ability to monetize the increase in our user base and our users' engagement with LINE is critical to our financial performance. We currently generate a
substantial portion of our revenues from our advertising products and services, including Official Accounts, Sponsored Stickers, LINE Point Ads, Timeline Adsand LINE
NEWS Ads, aswell as LINE Games and Stickers. Our approach in each market isto build alarge user base through our LINE messaging application, promote user engagement
and introduce and enhance entertainment and other content and services, all of which lead to greater monetization opportunities and enhanced media value for our advertising
business. We plan to continue to invest in product development, including localization of existing products and services for new markets, and explore waysto pursue
additional monetization opportunities.

MPUs are ameasure of the number of our paying users, which we review to measure our ability to monetize our user base. We define MPUs in a given month asthe
number of user accounts that made (i) a payment for Stickers, Themes or LINE Out on the LINE messaging application through mobile devices or personal computersor (ii) a
payment relating to any LINE Game through mobile devices, in each case at |east once during that month.
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Wereview MPUs, including MPUs of LINE Games, as a measure to evaluate trends in monetization. MPUSs, including MPUs of LINE Games, may fluctuate
depending on the level of success of our monetization efforts utilizing the line-up of our products and services. The following tabl e sets forth the number of our MPUs and
MPUs of LINE Games for the months indicated:

For the month of

Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec. Mar. Jun. Sep. Dec.
2014 2014 2014 2014 2015 2015 2015 2015 2016 2016 2016 2016
(in millions)
Total MPUs® 5.4 6.7 7.0 8.2 7.5 7.9 8.2 8.8 8.4 8.1 7.8 9.4
MPUs of LINE Games® 15 1.4 14 1.8 15 1.4 1.4 1.6 1.6 14 14 1.3

(1) Representsthe number of user accounts that made (i) a payment for Stickers, Themes or LINE Out on the LINE messaging application through mobile devices or personal
computersor (ii) apayment relating to any LINE Game through mobile devices, in each case at least once during the month indicated.

(2) Represents the number of user accounts that made a payment relating to any LINE Game through mobile devices at least once during the month indicated.

We also review various performance indexes, including number of Official Accountsfor messenger ads, paid impressions for performance ads and page views for
portal ads, to evaluate trends in monetization through our advertising services and products. A paid impression isthe display of an advertisement to a user while accessing
our products and services for which we generate revenues. Because our performance ads are sold through either a bid-based CPM or CPC pricing model in which the
advertiser pays for qualifying impressions or click-through volume, the number of paid impressions displayed is an indicator of our ability to monetize our users' viewing of
advertisements on the LINE platform. In recent years, an increasing portion of our revenues has been generated through such monetization, and a breakdown of our
advertising revenues by major category isasfollows:

For the Year Ended December 31,

2014 2015 2016
Amount % Amount % Amount %
(in millions of yen, except per centages)
Advertising:
LINE advertising (9 ¥ 14,603 62.3% ¥ 26,487 72.7% ¥ 44,521 814
Portal advertising @ 8,841 37.7 9,925 27.3 10,186 18.6
Tota ¥ 23,444 100.0% ¥ 36,412 100.0% ¥ 54,707 100.0%

(1) Primarily consists of revenues from advertising services offered on LINE, including Official Accounts, Sponsored Stickers, LINE Point Ads, Timeline Adsand LINE NEWS
Ads.

(2) Primarily consists of revenues from advertising services offered on livedoor and Matome.

Weintend to invest in our global operationsin order to increase monetization outside of Japan, especially in our three other key countries of Taiwan, Thailand and
Indonesia. We generated 75.8%, 70.4% and 71.7% of our revenuesin Japan in 2014, 2015 and 2016, respectively, and we expect to continue to derive asignificant portion of our
revenues from Japan in the near future. Certain global markets are not as familiar with new forms of digital advertising, such as our Official Accounts, Sponsored Stickers, LINE
Point Ads and Timeline Ads. In such markets, we are investing in marketing efforts to help our users and advertisers understand and take advantage of the benefits of
products and services offered on the LINE platform.

Products and Services I nnovation
Our ability to increase the size of our user base and engagement of our users, attract platform partners and advertisers and generate revenues will depend in part on
our ability to create successful new products and services, both independently and in conjunction with third parties. We plan to continue to make significant investmentsin
product development and, from time to time, we may acquire companies to further enhance our products, services and technical capabilities.
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As part of our efforts to provide innovative products and services, we launched Business Connect and LINE@ that help business partners integrate their online
and offline advertising to better reach and communicate with customers, and recently introduced performance ads such as Timeline Ads and other advertisements that utilize
our various communication and content offerings, to allow advertisersto effectively reach alarger number of LINE users. To increase the availability of high-quality content
on the LINE platform, in December 2015 we expanded LINE NEWS, our personalized news-clipping service that provides users with relevant real-time news stories based on
the topics that users are most interested in, such as entertainment, sports, politics, economy, gourmet and fashion, and launched LINE LIV E, areal-time streaming service that
allows users to access live streaming personal videos or commercial events, such as concerts and sporting events, provided by artists, celebrities and corporate sponsors.
Both LINE NEWS and LINE LIVE send updates to users through push notifications that users can check easily without having to leave the LINE messaging application.

Our operating results have been, and will continue to be, affected by our ability to stimulate customer demand for new and upgraded products and to anticipate and
respond to emerging customer preferences and demands by ensuring continuing and timely development of new products and services, aswell as enhancements to existing
products and services. New serviceswill incur additional operating expenses with uncertainty on timing and level of monetization.

Marketing and Brand Promotion

Aswe continue to increase our footprint, we engage in active marketing campaigns to promote new products and services, build our brand and expand our user
base. We utilize television commercials and internet and maobile advertising, often targeting younger generation users. Our marketing expenses, which consist primarily of
costs related to advertising on mass media (primarily television advertising) and advertising on mobile applications (particularly mobile games), but excluding personnel-related
costs of our marketing staff, were ¥18,069 million, ¥16,596 million and ¥11,833 million in 2014, 2015 and 2016, respectively. While we believe that our ability to grow through
network effects will be fundamental to our growth, we expect to continue to invest significantly in marketing activities, including activities to further promote the growth we
have experienced to date as we enter new markets and seek to expand our presence in existing markets. Our quarterly marketing expense has fluctuated in the past and will
fluctuate in the future.

Competition

We compete against many companiesin different industries and markets to attract and engage users and for advertiser spending. We must compete effectively for
users and advertisersin order to grow our business and increase our revenues. Scal e benefits and other advantages may allow our competitors to respond more quickly and
effectively than usto arapidly evolving environment in the mobile internet industry, including industry consolidation that may result in increased competition. We will
continue to invest in our products and services for users and advertisers and to grow our active user base in order to address the competitive challengesin our industry. As
part of our strategy to improve our products and services, we may acquire other companies to add talent or complementary products and technol ogies.

Investment in Talent

Weintend to continue to invest in hiring and retaining talented employees to grow our business and increase our revenues. We had 3,085 full-time employees as of
December 31, 2016, compared to 2,454 as of December 31, 2015 and 1,783 as of December 31, 2014. We expect to increase our personnel for the foreseeable future aswe
continue to invest in the growth of our business. We have also made and intend to continue to make acquisitions that increase the number of our engineers, designers,
product managers and other personnel with specific technology expertise. In addition, we must retain our high-performing personnel in order to continue to develop, sell and
market our products and services and manage our business.
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We offer stock options for our directors and employees. For adiscussion of our stock options, see Note 27 of the notes to our annual consolidated financial
statements and "ltem 6.E. Share Ownership." The stock options vest upon the satisfaction of service conditions. In connection with our stock option awards, we recorded
expenses of ¥2,975 million, ¥11,213 million and ¥9,519 million in 2014, 2015 and 2016, respectively.

Seasonal Fluctuations

Our quarterly operating results may fluctuate significantly from period to period based on the seasonality of user spending for products and services offered on our
LINE platform, such as Stickers for which various promotions may be offered either by us or by our advertisersin the year-end holiday season. In Japan, where a majority of
companies end their fiscal year on March 31, advertising spending is traditionally stronger between September and March due to the year-end effects and companiesin Japan
trying to spend their advertising budgets before the close of their fiscal year. This seasonality in advertising has affected our quarterly results, with higher sequential
advertising revenue growth from the third quarter to the fourth and then first quarter compared to slower growth or adeclinein revenues and profits between the first quarter
and the second quarter. For these reasons, a sequential quarter-to-quarter or year-to-year comparison is not necessarily a good indication of our performance or of how our
business will perform in the future. Asthe percentage of our advertising revenues increases, such seasonal impact may become more pronounced in the future.

Major Components of Results of Operations
Revenues

We generate revenues from our LINE business and portal business. Revenues from our LINE business primarily consist of revenues from communication products
and serviceson LINE, content on LINE and advertising on LINE, while revenues from our portal business consist of revenues from advertising on our livedoor and Matome
portal sites. A breakdown of our revenues by major category is asfollows:

For theyear ended December 31,
2014 2015 2016
Amount % Amount % Amount %
(in millions of yen, except per centages)

Communication and content:

Communication ® ¥ 20,690 24.0% Y- 28,725 23.9% ¥ 29,290 20.8%
Content @ 40,449 46.8 49,284 409 44,784 318
Others® 1,783 2.1 5,985 5.0 11,923 85
Sub-total 62,922 72.9 83,994 69.8 85,997 61.1
Advertising:
LINE advertising® 14,603 16.9 26,487 220 44,521 316
Portal advertising © 8,841 10.2 9,925 8.2 10,186 7.3
Sub-total 23,444 27.1 36,412 30.2 54,707 38.9
Total ¥ 86,366 100.0% ¥ 120,406 100.0% ¥ 140,704 100.0%

(1) Primarily consists of revenues from Stickers, Creators Market and Themes.
(2) Primarily consists of sales of virtua itemsof LINE Gamesand LINE PLAY .

(3) Primarily consist of revenues from character marketing, such as sales of LINE characters merchandise at our retail stores and licensing of LINE characters' copyrights.
Also include revenues from LINE Part-time Job, LINE Pay and LINE Mobile.

(4) Primarily consists of revenues from advertising services offered on LINE, including Official Accounts, Sponsored Stickers, LINE Point Ads, Timeline Adsand LINE NEWS
Ads.

(5 Primarily consists of revenues from advertising services offered on livedoor and Matome.

For adiscussion of details on how we recognize revenues for different services, see Note 3(21) of the notes to our annual consolidated financial statements.
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Operating Expenses
The following are the principal components of our operating expenses:

e Payment processing and licensing expenses. Payment processing and licensing expenses consist primarily of (i) processing fees paid to Apple and Google,
our payment processing service providers, incurred from the sale of virtual itemsfor internally-developed games and Stickers, and (ii) licensing fees paid to
owners of third-party content used in Stickers and other products and services on arevenue-sharing basis.

e Employee compensation expenses. Employee compensation expenses are our personnel-related costs, including salaries, benefits and share-based
compensation.

o Marketing expenses. Our marketing expenses consist primarily of costs related to (i) advertising on mass media, primarily television advertising and
(ii) advertising on mobile applications. To alesser extent, we also incur marketing expenses related to brand promotional events. Our marketing expenses do not
include compensation expenses of our marketing personnel, which are included in employee compensation expenses.

e Infrastructureand communication expenses. Infrastructure and communication expenses consist primarily of co-location chargesincurred by usthat are
required for operation of the LINE platform and data centers, including fees for data transmission, data center infrastructure fees for maintenance of a suitable
operating environment, server rental fees and server connection fees.

e Authentication and other service expenses. Authentication and other service expenses primarily relate to (i) fees paid for mobile phone number authentication
services, (ii) fees paid for server maintenance activitiesand (iii) fees paid to customer service center operators as well as outsourcing service providers, in each
case for services outsourced to third parties on a fixed-fee basis.

o Depreciation and amortization expenses. Depreciation and amortization expenses primarily relate to depreciation of property and equipment, whichis
computed using the straight-line method based on the depreciable amount of the assets over their respective useful lives.

e Other operating expenses. Other operating expenses primarily relate to rent, travel, professional fees, supplies, taxes and dues, office relocation expenses and
other miscellaneous operating expenses.

We plan to continue to expand our business globally. We plan to continue increasing the capacity and enhancing the capability and reliability of our infrastructure
to support user growth and increased activity on our LINE platform. We also plan to continue to invest in marketing activities to increase brand awareness, promote launching
of new services and expand our user base and advertiser base. Some of our operating expenses, such as employee compensation expenses, are relatively fixed, and other
expenses, such as marketing expenses, may not directly correspond to revenues in the same period. We expect that our operating expenses will increase for the foreseeable
future and may vary in the near term from period to period as a percentage of revenues.

Finance Income and Finance Costs

Our finance income primarily consists of interest income, and our finance costs primarily consist of interest expense.
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Income Tax Benefits (Expenses)

Our income tax benefits (expenses) mainly consist of current income taxesin Japan and Korea, and deferred income taxes and changes in the related assessment of
the recoverability of deferred tax assets reflecting the net tax effects of temporary differences between the carrying amounts of assets and liabilitiesin each of these
jurisdictionsfor financial reporting purposes and the amounts used for income tax purposes. Under Japanese tax regul ations that took effect on April 1, 2014, the statutory tax
rate applicable to corporations was reduced from 38.0% to 35.6% for taxable years beginning on or after April 1, 2014. Under current Korean tax regulations, the statutory tax

rateis approximately 22.0%. Deferred tax assets and liabilities are measured using the tax rates that are expected to apply to the period when the assets are realized or the
ligbilities are settled.

Profit (Loss) from Discontinued Operations, Net of Tax

On September 19, 2014, our board of directors approved a plan to dispose of our data management business which consisted of data storage and server hosting
services. The operations of the data management services business were classified as discontinued operations on September 19, 2014, and the disposition was completed on

September 30, 2014 through a sale to asubsidiary of NHN Entertainment Corporation, an online game portal company that was spun off from NAVER Corporation in August
2013.

On February 12, 2016, after careful assessment of the overall performance of MixRadio, the financial challenges posed by the music streaming market, changing
market conditions, an increase in the cost of maintaining the business and a shift in our overall priorities, our board of directors approved the abandonment of our MixRadio
operations, which abandonment became effective on March 21, 2016. As aresult, we have retrospectively classified the MixRadio business as a discontinued operation in our
consolidated financial statements as of and for the year ended December 31, 2015 and recognized impairment charges of ¥4.6 billion in the fourth quarter of 2015. We aso
incurred additional restructuring costs of ¥1,183 million for employee termination benefits and ¥127 million for the termination of office lease contracts, in the first three months
of 2016 as aresult of the abandonment of the MixRadio operations. For more information, see Note 11 and Note 23 of the notes to our annual consolidated financial statements.

The results of the above discontinued operations for 2014, 2015 and 2016 were as follows:

For theyear ended For theyear ended
December 31, Changes December 31, Changes
2014 2015 Amount % 2015 2016 Amount %
(in millions of yen) (in percentage) (in millions of yen) (in percentage)
Revenues ¥ 3477 ¥ 264 ¥ (3213) (924)% ¥ 264 ¥ 444 ¥ 179 67.9%
Other income 1 — (1) (100.0) — 9 9 —
Expenses® (3,087) (11,767) (8,681) 2812 (11,767) (3179) 8,589 (73.0)
Gain (loss) on the disposal of discontinued operations® 2,456 — (2,456) (100.0) — — — —
Profit (loss) before tax from discontinued operations 2,847 (11,503) (14,350) N/A® (11,503) (2,726) 8,777 (76.3)
Income tax expenses on ordinary activities (216) — 216 (100.0) — — — —
Income tax (expenses)/benefits on distribution
and disposal @®) 261 3,915 3,653 1,396.1 3,915 744 (3,170) (81.0)
Profit (loss) for the period from discontinued operations ¥ 2892 ¥ (7588) ¥ (10,480) N/A® ¥ (7588 ¥ (1982 ¥ 5606 (73.9)%

(1) Theexpensesfor theyear ended December 31, 2015 include impairment losses incurred attributabl e to the MixRadio segment. The expenses for the year ended December
31, 2016 include employee termination benefits of ¥1,165 million and office lease termination fees of ¥126 million, both incurred in connection with the abandonment of
MixRadio on March 21, 2016.

(2) Werecognized again of ¥2,456 million on the disposal of the data management business for financial accounting purposes on a consolidated basis. However, for income
tax purposes, we recognized aloss on the disposal of the data management business, based on the book value of itsinvestment in the data management subsidiarieson a
stand-alone basis. Accordingly, we recorded ¥261 million of income tax benefits on the loss on sale for the year ended December 31, 2014.

(3) Theincome tax benefits of ¥3,915 million and ¥744 million are mainly due to the deductible temporary difference arising from the investment in MixRadio Limited, which
incurred losses during the years.

(4) N/A means not applicable.

For further information regarding discontinued operations, see Note 23 of the notes to our annual consolidated financial statements.
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Results of Operations

The following table presents our selected statements of profit or loss data for the periods indicated.
For the year ended December 31,
2014 2015 2016
(in millions of yen)

Revenues and other operating income:

Revenues ¥ 86,366 ¥ 120,406 ¥ 140,704
Other operating income 296 474 5,892
Total revenues and other operating income 86,662 120,880 146,596
Operating expenses.
Payment processing and licensing expenses (20,598) (28,742) (29,781)
Employee compensation expenses (18,289) (35,572) (39,445)
Marketing expenses (18,069) (16,596) (11,833)
Infrastructure and communication expenses (4,492 (7,712 (7,770)
Authentication and other service expenses (7,874) (12,133) (14,394)
Depreciation and amortization expenses (2,370) (3,733) (5,100)
Other operating expenses (8,555) (14,432) (18,376)
Total operating expenses (80,247) (118,920) (126,699)
Profit (loss) from operating activities 6,415 1,960 19,897
Finance income 86 71 87
Finance costs (137) (106) (65)
Share of loss of associates (167) (205) (833)
Gain (loss) on foreign currency transactions, net 66 (520) (43)
Other non-operating income — 157 9
Other non-operating expenses — (1,887) (1,062)
Profit (loss) before tax from continuing operations 6,263 (530) 17,990
Income tax benefits (expenses) (7,151) 146 (8,904)
Profit (loss) for the period from continuing operations (888) (384) 9,086
Profit from discontinued operations, net of tax 2,892 (7,588) (1,982)
Profit (loss) for the period ¥ 2004 ¥ (7972) ¥ 7,104

The following table presents our selected statements of profit or loss data as percentages of total revenues for the yearsindicated.

For theyear ended December 31,

2014 2015 2016
Revenues and other operating income:
Revenues 100.0% 100.0% 100.0%
Other operating income 0.3 0.4 4.2
Total revenues and other operating income 100.3 100.4 104.2
Operating expenses.
Payment processing and licensing expenses (23.8) (23.9) (21.2)
Empl oyee compensation expenses (21.2) (29.5) (28.0)
Marketing expenses (20.9) (13.8) (8.4)
Infrastructure and communication expenses (5.2 (6.4) (5.5
Authentication and other service expenses 9.3 (10.2) (10.2)
Depreciation and amortization expenses 2.7) (3.1) (3.6)
Other operating expenses (9.9 (12.0) (13.2)
Total operating expenses (92.8) (98.8) (90.0)
Profit (loss) from operating activities 75 16 141
Finance income 0.1 0.1 0.1
Finance costs 0.2 0.3) (0.0
Share of loss of associates 0.2 0.2 (0.6)
Gain (loss) on foreign currency transactions, net 0.1 (0.4) (0.0
Other non-operating income — 0.1 0.0
Other non-operating expenses — (1.5) (0.8)
Profit (loss) before tax from continuing operations 7.3 (0.4) 128
Income tax benefits (expenses) (8.3 0.1 (6.3)
Profit (loss) for the period from continuing operations (1.0 (0.3 6.5
Profit from discontinued operations, net of tax 8N (6.3) (1.5)
Profit (loss) for the year 2.3% (6.6)% 5.0%
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Comparison of the Years Ended December 31, 2015 and 2016

Revenues

The following table presents a breakdown of our revenues by major services and changes therein for the periods indicated.

For theyear ended
December 31, Changes
2015 2016 Amount %
(in millions of yen or percentages)

Communication and content:

Communication ¥ 28,725 ¥ 29290 ¥ 565 2.0%
Content 49,284 44,784 (4,500) 9.2)
Others 5,985 11,923 5,937 99.2
Sub-total 83,994 85,997 2,003 24
Advertising:
LINE advertising 26,487 44,521 18,035 68.1
Portal advertising 9,925 10,186 261 2.6
Sub-total 36,412 54,707 18,296 50.2
Total ¥ 120,406 ¥ 140,704 ¥ 20,299 16.9%

Our revenues increased by 16.9%, or ¥20,299 million, from ¥120,406 million in 2015 to ¥140,704 million in 2016 primarily due to increasesin revenues of LINE
advertising and LINE character marketing, which were offset in part by a decrease in revenues from content. The significant increase in the growth of "performance ads" such
as Timeline Adsand LINE NEWS Ads as well as the continued growth of "messenger ads" including Official Accounts, LINE Point Ads, LINE@ and Business Connect
contributed to the growth in revenues from LINE advertising. Our MPUs increased from 8.8 million in December 2015 to 9.4 million in December 2016. Our total MAUs
increased only slightly from 215 million in December 2015 to 217 million in 2016, but MAUsin our four key countries increased from 145 million to 167 million during the same
period, helping to drive growth in revenues from LINE advertising.
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Communication and Content

For theyear ended

December 31, Changes
2015 2016 Amount %
(in millions of yen or percentages)
Communication ¥ 28,7125 ¥ 20290 ¥ 565 2.0%
Percentage of revenues 23.9% 20.8%
Content 49,284 44,784 (4,500) 9.1
Percentage of revenues 40.9% 31.8%
Others 5,985 11,923 5,937 99.2
Percentage of revenues 5.0% 8.5%
Total communication and content ¥ 83994 ¥ 85997 ¥ 2,003 2.4%
Percentage of revenues 69.8% 61.1%

Communication. Revenues from communication increased slightly by 2.0%, or ¥565 million, from ¥28,725 million in 2015 to ¥29,290 million in 2016 primarily dueto
increasesin the volume of Stickers sold on Creators Market and the volume of Theme sales, which were partially offset by a decrease in the volume of our other Sticker sales.

The increase in the volume of Stickers sold on Creators Market was driven by an improvement in the selection process enabling our users to more easily offer their
self-designed Stickers for sale, aswell asincreased public awareness of the Creators Market as aresult of marketing activities. The decrease in the volume of our other Sticker
sales was driven by lower sales volume of our new Sticker products launched in 2016 compared to 2015, which was offset in part by an increase in MPUs for Stickers offered
by usin 2016 compared to 2015 primarily due to time-limited discount promotions and other special offers madein 2016.

Content. Revenues from content decreased by 9.1%, or ¥4,500 million, from ¥49,284 million in 2015 to ¥44,784 million in 2016 primarily due to adecreasein the sales
volume of in-game items for LINE Games.

The decrease in the sales volume of in-game items was primarily driven by decreases in revenues from games devel oped by third-parties. In addition, we launched
fewer gamesin 2016 compared to 2015. With respect to our internally-devel oped games, significant decreases in revenues from games that were launched in 2014 such as LINE
Rangers were more than offset by significant increasesin revenues from our games that were launched in 2015, including LINE BrownFarm and LINE Bubble2. For internally-
developed games, we recognize as revenues the gross amount of consideration paid by users which amplifies the impact of purchases of in-game items on our revenue
increase compared to third-party developed games, for which we recognize as revenues the net proceeds after deducting amounts paid to third-party game devel opers and
payment processing service providers. See "— Major Components of Results of Operations — Revenues."

Others. Revenues from the others category, which consists primarily of sales of official LINE merchandise at our retail stores, royalty revenuesrelated to LINE
characters' copyrights, revenues from LINE Part-time Job and revenues from LINE Pay, increased by 99.2%, or ¥5,937 million, from ¥5,985 million in 2015 to ¥11,923 million in
2016 primarily due to an increase in numbers of, and sales from, LINE Friends storesin Korea, Chinaand Hong Kong.
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Advertising

For theyear ended

December 31, Changes
2015 2016 Amount %
(in millions of yen or percentages)
LINE advertising ¥ 26,487 ¥ 44521 ¥ 18,035 68.1%
Percentage of revenues 22.0% 3L.6%
Portal advertising 9,925 10,186 261 26
Percentage of revenues 8.2% 7.3%
Total advertising ¥ 36412 ¥ 54,707 ¥ 18,296 50.2%
Percentage of revenues 30.2% 38.9%

LINE Advertising. Revenues from LINE advertising increased by 68.1%, or ¥18,035 million, from ¥26,487 million in 2015 to ¥44,521 million in 2016 primarily due to
significant increases in revenues attributabl e to impression-based performance ads, including Timeline Ads and LINE NEWS Ads, aswell as growing revenues attributable to
messenger ads.

Our performance ads, consisting primarily of Timeline Ads and LINE NEWS Ads, were our fastest growing advertisement productsin 2016. Theincreasein
revenues from performance ads was attributabl e to increases in the number of paid impressions and clicks paid for by advertisers with respect to Timeline Adsand LINE
NEWS Ads, driven mainly by expanding advertising solutions and the increasing attractiveness of Timeline and LINE NEWS to existing and new advertisers as aresult of a
growing user base for these products primarily in Japan.

The increase in revenues from messenger ads was primarily attributable to increases in revenues from Official Accounts, LINE Point Ads, LINE@ and Business
Connect. For Official Accounts, the number of paid contractsincreased by approximately 30% from 419 on December 31, 2015 to 549 on December 31, 2016, primarily as aresult
of our successful retention of existing advertisers aswell as an increase in new advertisers through sign-up incentives and marketing initiatives, both mainly in Japan. For
LINE Point Ads, usersincreasingly took advantage of additional waysto earn LINE Points, such as by viewing video commercials and film previews, which in turn led to an
increase in revenues from LINE Point Ads. Revenues from LINE@ increased primarily due to the successful launch of a premium advertising plan, aswell an increasein
revenues generated from markets outside of Japan.

Portal Advertising. Revenues from portal advertising increased by 2.6%, or ¥261 million, from ¥9,925 million in 2015 to ¥10,186 million in 2016 primarily dueto an
increase in revenues from livedoor, offset in part by a decrease in revenues from Matome.

Geographic Information

Revenues from Japan accounted for 70.4% and 71.7% of our total revenuesin 2015 and 2016, respectively. Revenues from Taiwan accounted for 14.2% and 11.1% of
our total revenuesin 2015 and 2016, respectively.

Other Operating Income
Our other operating income increased by 1,142.1%, or ¥5,418 million, from ¥474 million in 2015 to ¥5,892 million in 2016, primarily dueto again onthe saleof land in
Fukuokain June 2016 aswell asagain on fair value measurement relating to the deconsolidation of LINE BIZ Plus Ltd., our former subsidiary providing LINE Pay servicesin

Thailand.
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Operating Expenses

The following table presents a breakdown of our operating expenses and changes therein for the periods indicated.

For theyear ended

December 31, Changes
2015 2016 Amount %
(in millions of yen or per centages)
Payment processing and licensing expenses ¥ 28742 ¥ 20,781 ¥ 1,039 3.6%
Employee compensation expenses 35,572 39,445 3,873 109
Marketing expenses 16,596 11,833 (4,764) (28.7)
Infrastructure and communication expenses 7,712 7,770 58 0.8
Authentication and other service expenses 12,133 14,394 2,261 186
Depreciation and amortization expenses 3,733 5,100 1,367 36.6
Other operating expensest) 14,432 18,376 3,946 27.3
Total ¥ 118920 ¥ 126,699 ¥ 7,780 6.5%

(1) Other operating expensesinclude rent, travel, professional fees, supplies, taxes and dues, office relocation expenses and other miscellaneous operating expenses.
The following table presents a breakdown of our operating expenses as percentages of total revenues for the periods indicated.

For theyear ended

December 31,
2015 2016
(in per centages of total revenues)
Payment processing and licensing expenses 23.9% 21.2%
Employee compensation expenses 295 28.0
Marketing expenses 13.8 84
Infrastructure and communication expenses 6.4 55
Authentication and other service expenses 10.1 10.2
Depreciation and amortization expenses 31 3.6
Other operating expensest) 12.0 13.1
Tota 98.8% 90.0%

(1) Other operating expenses include rent, travel, professional fees, supplies, taxes and dues, office relocation expenses and other miscellaneous operating expenses.

Our operating expenses increased by 6.5%, or ¥7,780 million, from ¥118,920 million in 2015 to ¥126,699 million in 2016, primarily due to increasesin employee
compensation expenses, authentication and other service expenses and other operating expenses, partially offset by a decrease in marketing expenses. Our operating expenses
as a percentage of revenues decreased from 98.8% in 2015 to 90.0% in 2016.

Payment Processing and Licensing Expenses

For theyear ended

December 31, Changes
2015 2016 Amount %
(in millions of yen or percentages)
Payment processing and licensing expenses ¥ 28742 ¥ 29,781 ¥ 1,039 3.6%
Percentage of revenues 23.9% 21.2%

Payment processing and licensing expenses increased by 3.6%, or ¥1,039 million, from ¥28,742 million in 2015 to ¥29,781 million in 2016. Licensing expenses
increased by 9.6%, or ¥1,221 million, from ¥12,736 million in 2015 to ¥13,957 million in 2016, primarily due to an increase in fees paid to third party advertisersin connection with
sales of advertisement space by M.T. Burn Corporation, our subsidiary. Payment processing expenses decreased slightly by 1.1%, or ¥182 million, from ¥16,006 million in 2015
to ¥15,824 million in 2016 primarily due to decreasesin processing fees paid to payment processing service providers primarily resulting from an overall decrease in sales of
virtua itemsfor games.

62




Employee Compensation Expenses

For theyear ended

December 31, Changes
2015 2016 Amount %
(in millions of yen or percentages)
Empl oyee compensation expenses ¥ 35572 ¥ 39445 ¥ 3,873 10.9%
Percentage of revenues 29.5% 28.0%

Our employee compensation expenses increased by 10.9%, or ¥3,873 million, from ¥35,572 million in 2015 to ¥39,445 million in 2016 primarily dueto an increasein the
number of our employees, which effect was offset in part by a decrease in share-based compensation expenses. The number of our full-time employees (excluding those of our
discontinued operations) increased from 2,454 as of December 31, 2015 to 3,085 as of December 31, 2016. We did not grant any stock optionsin 2016 and expenses relating to
existing share options were amortized over the period, resulting in adecrease in our share-based compensation expenses from ¥11,213 million in 2015 to ¥9,519 million in 2016.

Marketing Expenses

For theyear ended

December 31, Changes
2015 2016 Amount %
(in millions of yen or percentages)
Marketing expenses ¥ 16596 ¥ 11,833 ¥ (4,764) (28.7)%
Percentage of revenues 13.8% 8.4%

Marketing expenses decreased by 28.7%, or ¥4,764 million, from ¥16,596 million in 2015 to ¥11,833 million in 2016 primarily due to decreases in marketing expenses
outside of Japan and Korea, offset in part by increasesin marketing expensesin these two countries, particularly for promotion of games.

Infrastructure and Communication Expenses

For theyear ended

December 31, Changes
2015 2016 Amount %
(in millions of yen or per centages)
Infrastructure and communication expenses ¥ 7712 ¥ 7,770 ¥ 58 0.8%
Percentage of revenues 6.4% 5.5%%

Our infrastructure and communication expenses increased slightly by 0.8%, or ¥58 million, from ¥7,712 million in 2015 to ¥7,770 million in 2016 primarily dueto an
increase in co-location charges for the operation of our servers and other network infrastructure, offset in part by a decrease in server rental fees as aresult of lower unit rental
prices.

Authentication and Other Service Expenses

For theyear ended

December 31, Changes
2015 2016 Amount %
(in millions of yen or percentages)
Authentication and other service expenses ¥ 12,133 ¥ 14,394 ¥ 2,261 18.6%
Percentage of revenues 10.1% 10.2%

Our authentication and other service expenses increased by 18.6%, or ¥2,261 million, from ¥12,133 million in 2015 to ¥14,394 million in 2016. Other service expenses
increased by 26.7%, or ¥2,619 million, from ¥9,798 million in 2015 to ¥12,417 million in 2016 due primarily to an increase in fees paid for content production, server hosting and
mai ntenance services, expenses for personnel providing outsourced services required to support increased user activities, as well as outsourcing fees for development of new
applications. Thisincrease in other service expenses was partially offset by adecrease in authentication service expenses by 15.3%, or ¥358 million, from ¥2,335 million in 2015
to ¥1,977 million in 2016, due primarily to a decrease in the number of downloads of our LINE messaging application in 2016 compared to 2015.
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Profit from Operating Activities

Primarily due to the factors described above, our profit from operating activities increased by 915.1%, or ¥17,937 million, from ¥1,960 million in 2015 to ¥19,897 million
in 2016. Our profit from operating activities as a percentage of our revenue increased from 1.6% in 2015 to 14.1% in 2016, as the increase in revenues outpaced the increase in
operating expenses.

Finance Income and Finance Costs

Our finance income, which mainly consists of interest income, increased by 23.6%, or ¥17 million, from ¥71 million in 2015 to ¥87 million in 2016 due primarily to an
increase in the amount of interest bearing cash and cash equival ents. Our finance costs, which mainly consist of interest expense, decreased by 38.8%, or ¥41 million, from
¥106 million in 2015 to ¥65 million in 2016 primarily due to adecrease in short-term borrowings after repayments from the proceeds of our initial public offering in 2016.

Share of Loss of Associates

We recognized net |oss on our share of associates of ¥205 million in 2015 primarily related to our interest in LINE MUSIC Corporation, which incurred aloss
primarily attributable to advertising expenses. We recognized net |0ss on our share of associates of ¥833 million in 2016 primarily related to our interestsin LINE MUSIC
Corporation and Snow Corporation, which incurred losses primarily attributable to cost of content and advertising expenses, respectively.

Losson Foreign Currency Transactions, Net

We recognized adecreasein net 1oss on foreign currency transactions by 91.7%, or ¥477 million, from ¥520 million in 2015 to ¥43 million in 2016 resulting from
fluctuationsin exchange rates, particularly the fluctuation of the Japanese yen against the Korean won, the U.S. dollar and the Taiwanese dollar during these periods.

In 2015, the Japanese yen strengthened against the Korean won. Our net oss on foreign currency transactionsin 2015 related primarily to Korean won-denominated
demand deposits held by LINE NAVER Game Partnership, our joint operation with NAVER Corporation, in which we have a 66.7% ownership interest, aswell as Korean won-
denominated trade receivables, |oan receivables and other receivables at LINE Plus Corporation due largely from its subsidiaries. The net loss was partially offset by foreign
currency gain on Korean won-denominated payables related to operating expenses incurred at LINE Plus Corporation.

During 2016, the Japanese yen strengthened against the U.S. dollar and the Taiwanese dollar in the first half of the year and, in the second half of the year,
weakened to rates similar to those at the beginning of the year. Our net loss on foreign currency transactionsin 2016 related primarily to aforeign currency 1oss on Japanese-
yen denominated payablesat LINE BIZ.+ PTE LTD, whose functional currency isthe U.S dollar, offset in part by aforeign currency gain on Japanese yen-denominated
payables at LINE Taiwan Limited, whose functional currency isthe Taiwanese dollar.

Other Non-operating Income

We recognized other non-operating income of ¥157 million in 2015 in connection with the fair value measurement gain of conversion right of redeemable preferred
stock in 4:33 Creative Lab, a Korean game devel opment company we invested in through LINE C& | Corporation. We recognized other non-operating income of ¥9 millionin
2016.
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Other Non-operating Expenses

We recognized other non-operating expenses of ¥1,887 million in 2015 due to impairment loss attributable to available-for-sale securities as aresult of declinesin
stock prices of gumi Inc., amobile games devel oper and publisher listed on the Tokyo Stock Exchange, and iDreamSky Technology Limited, a mobile game publisher listed on
NASDAQ Global Select Market, and the fair value measurement loss of an unlisted equity security. We recognized other non-operating expenses of ¥1,062 million in 2016
primarily as aresult of the fair value measurement loss relating to conversion right of redeemable preferred stock in 4:33 Creative Lab, a Korean game development company we
invested in through LINE C&| Corporation.

Income Tax Benefit (Expenses)

We recognized income tax benefit of ¥146 million in 2015 but recognized income tax expense of ¥8,904 million in 2016. Our effective income tax rate of 49.5% for
continuing operations for 2016 differed from the Japanese statutory tax rate of 33.5% for 2016 primarily due to non-deductibl e share-based payment expensesincurred in
connection with stock options granted to employees and directors who are non-Japanese residents as well as pre-tax losses of subsidiaries for which no deferred tax assets
were recognized. Our effective income tax rate of 27.5% for continuing operationsin 2015 differed from the Japanese statutory tax rate of 35.6% for 2015. Our effective income
tax rate of 27.5% in 2015 was primarily due to taxable income recorded by LINE Plus Corporation on a stand-alone basis, all of which was offset by previously unrecognized tax
loss carryforwards, resulting in a decrease in current income tax expenses. |n addition, we recognized previously unrecognized deferred tax assets for deductible temporary
differences. These benefits were partially offset by pre-tax losses of subsidiaries for which no deferred tax assets were recognized and by non-deductible share-based payment
expenses, including share-based payment expenses incurred in connection with stock options granted to employees and directors who are non-Japanese residents.

Loss from Discontinued Operations, Net of Tax

We recognized loss from discontinued operations, net of tax, of ¥7,588 million in 2015 and ¥1,982 million in 2016 related to the abandonment of our MixRadio
business effective March 21, 2016 and its retrospective presentation as a discontinued operation for both periods. See "— Major Components of Results of Operations —
Profit (Loss) from Discontinued Operations, Net of Tax."

Profit (Loss) for the Year

Asaresult of the factors described above, we recorded aloss for the year of ¥7,972 million in 2015 but recorded a profit for the year of ¥7,104 million in 2016. Our
loss for the year as a percentage of revenues was (6.6)% in 2015 and our profit for the year as a percentage of revenues was 5.0% in 2016.
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Comparison of the Years Ended December 31, 2014 and 2015
Revenues
The following table presents a breakdown of our revenues by major services and changes therein for the periods indicated.

For theyear ended
December 31, Changes
2014 2015 Amount %
(in millions of yen or percentages)

Communication and content:

Communication ¥ 20,690 ¥ 28725 ¥ 8,035 38.8%
Content 40,449 49,284 8,835 21.8
Others 1,783 5,985 4,201 2355
Sub-total 62,922 83,994 21,072 335
Advertising:
LINE advertising 14,603 26,487 11,884 814
Portal advertising 8,841 9,925 1,084 12.3
Sub-total 23,444 36,412 12,967 55.3
Total Y 86,366 ¥ 120,406 ¥ 34,039 39.4%

Our revenues increased by 39.4%, or ¥34,039 million, from ¥86,366 million in 2014 to ¥120,406 million in 2015 primarily due to the successful monetization of some of
our products and services offered on the LINE platform, especialy LINE advertising, LINE Games and Stickers, and continued growth in our active user base and their
engagement level. Continued growth of Official Accountsand Sponsored Stickers as well as the expansion of our LINE Point Ads product helped drive growth in revenues
from LINE advertising. Our MPUs increased from 8.2 million in December 2014 to 8.8 million in December 2015, helping to drive growth in revenues from content and
communication.

Communication and Content

For theyear ended

December 31, Changes
2014 2015 Amount %
(in millions of yen or percentages)
Communication ¥ 20,690 ¥ 28725 ¥ 8,035 38.8%
Percentage of revenues 24.0% 23.9%
Content 40,449 49,284 8,835 218
Percentage of revenues 46.8% 40.9%
Others 1,783 5,985 4,201 2355
Percentage of revenues 2.1% 5.0%
Total communication and content ¥ 62,922 ¥ 83994 ¥ 21,072 33.5%
Percentage of revenues 72.9% 69.8%

Communication. Revenues from communication increased by 38.8%, or ¥8,035 million, from ¥20,690 million in 2014 to ¥28,725 million in 2015 primarily dueto an
increase in the volume of Stickers sold on Creators Market. The increase in these Sticker sales was driven by the redesign of our online Sticker shop and the increase in the
number and variety of Stickers offered on Creators Market in 2015 compared to 2014, which was largely due to a streamlined selection process that enables our usersto offer
their self-designed Stickers for sale more easily. Sales of Themes, which users can download to decorate the displays of the LINE messaging application on their devices, also
increased as we expanded the number of Themes offered to our users since launching Themesin March 2014. Theincreases in sales of Stickers offered on Creators Market and
Themes more than offset a slight decrease in sales of our other Stickers.

Content. Revenues from content increased by 21.8%, or ¥8,835 million, from ¥40,449 million in 2014 to ¥49,284 million in 2015 primarily dueto an increase in the sales
volume of in-game items for LINE Games.
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The increase in the sales volume of in-gameitems was primarily driven by the continued success of our portfolio of popular LINE Games, including internally-
developed games such as LINE Rangers and LINE Bubble 2, aswell astheincrease in the number of games offered on the LINE platform, from 39 titles as of December 31, 2014
to 60 as of December 31, 2015, resulting in an increase in the average spending of our users. A number of new games launched in 2014, such as LINE Rangers (launched in
February 2014), LINE Disney TsumTsum (launched in January 2014), LINE Pokopoko (launched in September 2014) and LINE Get Rich (launched in July 2014), remained
popular in 2015 in Japan as well asin overseas markets due in part to major updates and marketing conducted for such gamesin 2015 aswell as the introduction of many of our
gamesin local languages. In addition, LINE Bubble 2, which was launched in April 2015, gained popularity during the year. As aresult, cumulative downloads of LINE Games
increased from 485 million as of December 31, 2014 to 628 million as of December 31, 2015. The success of our internally-devel oped games was the primary driver for revenue
growth in 2015. LINE Rangers generated revenues of ¥13,381 million in 2015 compared to ¥10,751 million in 2014, while LINE Bubble 2 generated revenues of ¥4,925 million in
2015 compared to no revenue in 2014. For internally-devel oped games, we recognize as revenues the gross amount of consideration paid by users which amplifies the impact of
purchases of in-game items on our revenue increase compared to third-party developed games, for which we recognize as revenues the net proceeds after deducting amounts
paid to third-party game developers and payment processing service providers. Theincreasesin revenues from these newly launched games more than offset decreasesin
revenues from some of our older titles such as LINE Pokopang and LINE Cookie Run. See "— Major Components of Results of Operations— Revenues."

Others. Revenues from the others category, which consists primarily of sales of official LINE merchandise at our flagship and fixed-duration pop-up retail stores,
royalty revenuesrelated to LINE characters' copyrights and e-commerce revenues, increased by 235.5%, or ¥4,201 million, from ¥1,783 million in 2014 to ¥5,985 million in 2015
primarily dueto an increase in numbers of and sales from LINE Friends storesin Korea, Chinaand Hong Kong.

Advertising
For theyear ended
December 31, Changes
2014 2015 Amount %
(in millions of yen or percentages)
LINE advertising ¥ 14603 ¥ 26,487 ¥ 11,884 81.4%
Percentage of revenues 16.9% 22.0%
Portal advertising 8,841 9,925 1,084 12.3
Percentage of revenues 10.2% 8.2%
Total advertising ¥ 23444 ¥ 36412 ¥ 12,967 55.3%
Percentage of revenues 27.1% 30.2%

LINE Advertising. Revenues from LINE advertising increased by 81.4%, or ¥11,884 million, from ¥14,603 million in 2014 to ¥26,487 million in 2015 primarily due to an
increase in the number of paid contracts for Official Accounts aswell asincreased numbers of sets of and price increasesin Sponsored Stickers. We believe thisincrease was
driven mainly by theincreasing attractiveness of the LINE platform to existing aswell as new advertisers as aresult of the rapid growth in our user base and level of user
engagement. The total number of paid Official Accounts outstanding at the end of each month increased from 2,902 in 2014 to 4,456 in 2015, primarily asaresult of our
successful retention of existing advertisers aswell as an increase in new advertisers mainly in Japan and Thailand. For Sponsored Stickers, pricing in Japan increased from
¥25 million for our standard 8 sticker set and ¥30 million for our standard 16 sticker set to ¥30 million and ¥35 million, respectively, effective January 2015, and the number of
paid contractsin Taiwan and Thailand for which we collected fees also increased in 2015. In addition, for LINE Point Ads, we have expanded the types of user actions for
which LINE Points are offered to include downloading of applications, viewing of video commercials and film previews and adding certain Official AccountsasaLINE friend,
and more users engaged in such actionswhich in turn led to an increase in revenues attributable to LINE Point Ads. Beginning in August 2015, we further expanded our LINE
Point Ads service by allowing users to redeem their LINE Points for vouchers that can be used at variousretail locations such as Starbucks and L awson convenience storesin
Japan, further encouraging our users to take actions to receive LINE Points and, as aresult, driving demand for LINE Point Ads from advertisers.
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Portal Advertising. Revenues from portal advertising increased by 12.3%, or ¥1,084 million, from ¥8,841 million in 2014 to ¥9,925 million in 2015 primarily dueto an
increase in traffic to our portal sites asindicated by the overall increase in the number of page views, which was partially offset by a decrease in page views following updates
to Google's search algorithm in April 2015 that resulted in our sites being displayed lower in search rankings on mobile devices, leading to fewer page views. Page views from
mobile devices, which generally result in higher advertising revenue compared to page views from personal computers, increased in particular. Revenues also increased as a
result of an increase in the number of advertising display spaces that we made available on our mobile sites, leading to higher average revenue generated per page view. We
typically make advertising display space on our portals on personal computers and their mobile applications avail able through automated advertising networks. In 2014 and
2015, livedoor recorded 107 billion and 108 billion page views, respectively, and Matome recorded 29 billion and 32 billion page views, respectively, higher proportions of
which were attributable to traffic through mobile devices in 2015 compared to 2014.

Geographic Information

Revenues from Japan accounted for 75.8% and 70.4% of our total revenuesin 2014 and 2015, respectively. Revenues from Taiwan accounted for 12.2% and 14.2% of
our total revenuesin 2014 and 2015, respectively.

Other Operating | ncome

Our other operating income increased by 60.3%, or ¥178 million, from ¥296 million in 2014 to ¥474 million in 2015, primarily due to ¥347 million of virtual credits
breakage income in 2015 that was recognized in relation to the virtual credits that remained unused in the user accounts cancelled during 2015, compared to ¥238 million of
such incomein 2014. We recognized virtual credit breakage income starting in the fourth quarter of 2014 when our legal analysis concluded that we do not have potential
obligations to refund unused virtual credits.

Operating Expenses
The following table presents a breakdown of our operating expenses and changes therein for the periods indicated.

For the year ended

December 31, Changes
2014 2015 Amount %
(in millions of yen or percentages)
Payment processing and licensing expenses ¥ 20598 ¥ 28742 ¥ 8,144 39.5%
Employee compensation expenses 18,289 35,572 17,283 94.5
Marketing expenses 18,069 16,596 (1,473) (8.2
Infrastructure and communication expenses 4,492 7,712 3,220 71.7
Authentication and other service expenses 7,874 12,133 4,259 54.1
Depreciation and amortization expenses 2,370 3,733 1,363 575
Other operating expenses) 8,555 14,432 5,876 68.7
Total ¥ 80,247 ¥ 118920 ¥ 38,673 48.2%

(1) Other operating expenses include rent, travel, professional fees, supplies, taxes and dues, office relocation expenses and other miscellaneous operating expenses.
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The following table presents a breakdown of our operating expenses as percentages of total revenues for the periods indicated.

For theyear ended

December 31,
2014 2015
(in per centages of total revenues)
Payment processing and licensing expenses 23.8% 23.9%
Employee compensation expenses 212 295
Marketing expenses 209 138
Infrastructure and communication expenses 5.2 6.4
Authentication and other service expenses 9.1 101
Depreciation and amortization expenses 2.7 31
Other operating expensest) 9.9 12.0
Total 92.8% 98.8%

(1) Other operating expensesinclude rent, travel, professional fees, supplies, taxes and dues, office relocation expenses and other miscellaneous operating expenses.
Our operating expenses increased by 48.2%, or ¥38,673 million, from ¥80,247 million in 2014 to ¥118,920 million in 2015, primarily dueto increases in employee
compensation expenses, payment processing and licensing expenses and authentication and other service expenses. Our operating expenses as a percentage of revenues
increased from 92.8% in 2014 to 98.8% in 2015.
Payment Processing and Licensing Expenses

For theyear ended

December 31, Changes
2014 2015 Amount %
(in millions of yen or percentages)
Payment processing and licensing expenses ¥ 20598 ¥ 28742 ¥ 8,144 39.5%
Percentage of revenues 23.8% 23.9%

Payment processing and licensing expensesincreased by 39.5%, or ¥8,144 million, from ¥20,598 million in 2014 to ¥28,742 million in 2015. Licensing expenses
increased by 64.4%, or ¥4,989 million, from ¥7,747 million in 2014 to ¥12,736 million in 2015, primarily due to payment of licensing feesto usersfor Stickers designed by them
and sold on Creators Market (which entail ahigher license fee than for our other Stickers) beginning in April 2014, an increase in sales of Themes featuring licensed characters
and, to alesser extent, an increase in the portions of the gross sales proceeds from portal advertising that are paid as incentive payments to content providers for our livedoor
and Matome portals. Payment processing expenses increased by 24.6%, or ¥3,156 million, from ¥12,851 million in 2014 to ¥16,006 million in 2015 primarily due to increasesin
processing fees paid to payment processing service providers resulting from increased sales of virtual items for internally-developed games and Stickers.

Employee Compensation Expenses

For theyear ended

December 31, Changes
2014 2015 Amount %
(in millions of yen or per centages)
Employee compensation expenses ¥ 18289 ¥ 35572 ¥ 17,283 94.5%
Percentage of revenues 21.2% 29.5%

Our employee compensation expenses increased by 94.5%, or ¥17,283 million, from ¥18,289 million in 2014 to ¥35,572 million in 2015 primarily dueto anincreasein
the number of our employees. The number of our full-time employees (excluding those of our discontinued operations) increased from 1,783 as of December 31, 2014 to 2,454 as
of December 31, 2015. In addition, we granted additional stock optionsin February, August and October 2014 and February 2015 with incremental increases in the fair value of
our stock options, resulting in an increase in our share-based compensation expenses from ¥2,975 million in 2014 to ¥11,213 million in 2015.
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Marketing Expenses

For theyear ended

December 31, Changes
2014 2015 Amount %
(in millions of yen or percentages)
Marketing expenses ¥ 18,069 ¥ 16,596 ¥ (1,473) (8.2)%
Percentage of revenues 20.9% 13.8%

Marketing expenses decreased by 8.2%, or ¥1,473 million, from ¥18,069 million in 2014 to ¥16,596 million in 2015 primarily due to a decrease in marketing expenses
related to the LINE messaging application outside of our four key markets of Japan, Thailand, Taiwan and Indonesia and a decrease in marketing expenses for games due to
fewer of our new gamesreleased in 2015 achieving alevel of success that would merit greater marketing activity.

Infrastructure and Communication Expenses

For theyear ended

December 31, Changes
2014 2015 Amount %
(in millions of yen or percentages)
Infrastructure and communication expenses ¥ 4492 ¥ 7712 ¥ 3,220 71.7%
Percentage of revenues 5.2% 6.4%

Our infrastructure and communication expenses increased by 71.7%, or ¥3,220 million, from ¥4,492 million in 2014 to ¥7,712 million in 2015 primarily due to increases
in server rental fees, co-location charges for the operation of our servers and other network infrastructure as well as other expenses related to expanding and maintaining our
content delivery network required to handle increased user traffic and transaction volumes.

Authentication and Other Service Expenses

For theyear ended

December 31, Changes
2014 2015 Amount %
(in millions of yen or percentages)
Authentication and other service expenses ¥ 7874 ¥ 12133 ¥ 4,259 54.1%
Percentage of revenues 9.1% 10.1%

Our authentication and other service expenses increased by 54.1%, or ¥4,259 million, from ¥7,874 million in 2014 to ¥12,133 million in 2015. Other service expenses
increased by 78.3%, or ¥4,301 million, from ¥5,496 million in 2014 to ¥9,798 million in 2015 due primarily to an increase in outsourcing fees for development of new applications,
production of content and server hosting and maintenance services as well as expenses for personnel providing other outsourced services required to support increased user
activities. Thisincrease in other service expenses was partially offset by a slight decrease in authentication service expenses by 1.8%, or ¥42 million, from ¥2,378 million in 2014
to ¥2,335 million in 2015, due primarily to a 7.4% decrease in the number of downloads of our LINE messaging application in 2015 compared to 2014.

Profit from Operating Activities

Primarily due to the factors described above, our profit from operating activities decreased by 69.4%, or ¥4,455 million, from ¥6,415 million in 2014 to ¥1,960 millionin
2015. Our profit from operating activities as a percentage of our revenue decreased from 7.5% in 2014 to 1.6% in 2015, as the increase in operating expenses outpaced the
increase in revenues.

Finance I ncome and Finance Costs

Our finance income, which consists of interest income, decreased by 18.2%, or ¥16 million, from ¥86 million in 2014 to ¥71 million in 2015 due primarily to adecrease
in the amount of time deposits held at LINE Corporation, offset in part by an increase in the amount of time deposits held at LINE Plus Corporation in higher-interest earning
products. Our finance costs, which consist of interest expense, decreased by 22.9%, or ¥31 million, from ¥137 million in 2014 to ¥106 million in 2015 primarily due to a decrease
in the weighted average interest rate of our borrowings from 0.3% as of December 31, 2014 to 0.2% as of December 31, 2015, which was partially offset by an increase in our
average short-term borrowings over such periods.
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Share of Loss of Associates

We recognized net 1oss on our share of associates of ¥167 million in 2014 related to our interest in LINE MUSIC Corporation, which incurred aloss primarily asa
result of research activitiesin connection with the devel opment of streaming technology and applications, aswell as our 50% interest in LINE Project Production Partnership,
which incurred alossin connection with its production of animation involving LINE characters that ended in March 2014. We recognized net 10ss on our share of associates of
¥205 million in 2015 primarily related to our interest in LINE MUSIC Corporation, which incurred aloss primarily attributable to advertising expenses.

Gain (Loss) on Foreign Currency Transactions, Net

We recognized a net loss on foreign currency transactions of ¥520 million in 2015 compared to a net gain on foreign currency transactions of ¥66 million in 2014
resulting from fluctuations in exchange rates, particularly the fluctuation of the Japanese yen against the K orean won during these periods.

In 2014, the Japanese yen weakened against the K orean won. Our net gain on foreign currency transactionsin 2014 related primarily to our Korean won-
denominated demand deposits held by LINE Plus Corporation, whose functional currency is Japanese yen, of which Won 80 billion was subsequently paid to NAVER
Corporation in relation to the reduction of the entire issued and paid-in capital of LINE Plus Corporation attributable to NAVER Corporation completed on September 5, 2014
(the"LINE Plus Capital Reduction"), aswell as Korean won- and U.S. dollar-denominated |oan receivables at LINE Plus Corporation due from its subsidiaries. The net gain was
partially offset by foreign currency loss on Korean won-denominated payables related to operating expensesincurred at LINE Plus Corporation.

In 2015, the Japanese yen strengthened against the Korean won. Our net loss on foreign currency transactionsin 2015 related primarily to Korean won-denominated
demand deposits held by LINE NAVER Game Partnership, our joint operation with NAVER Corporation, in which we have a 66.7% ownership interest, aswell as Korean won-
denominated trade receivables, |oan receivables and other receivables at LINE Plus Corporation due largely from its subsidiaries. The net loss was partially offset by foreign
currency gain on Korean won-denominated payables related to operating expensesincurred at LINE Plus Corporation.

Other Non-operating Income

We recognized other non-operating income of ¥157 million in 2015 in connection with the fair value measurement gain of conversion right of redeemable preferred
stock in 4:33 Creative Lab, a Korean game devel opment company we invested in through LINE C& | Corporation. We did not recognize any other non-operating income in 2014.

Other Non-operating Expenses
We recognized other non-operating expenses of ¥1,887 million in 2015 due to impairment loss attributable to available-for-sale securities as aresult of declinesin
stock prices of gumi Inc., amobile games devel oper and publisher listed on the Tokyo Stock Exchange, and iDreamSky Technology Limited, a mobile game publisher listed on
NASDAQ Global Select Market, and the fair value measurement loss of an unlisted equity security. We did not recognize other non-operating expensesin 2014.

71




Income Tax Benefit (Expenses)

We recognized income tax expenses of ¥7,151 million in 2014 compared to an income tax benefit of ¥146 million in 2015. Our effective income tax rate of 114.2% for
continuing operations for 2014 differed from the Japanese statutory tax rate of 38.0% for 2014 primarily due to pre-tax losses recorded by our Korean subsidiaries for which no
deferred tax assets were recognized and non-deductibl e share-based payment expenses incurred in connection with stock options granted to employees and directors who are
non-Japanese residents. Our effective income tax rate of 27.5% for continuing operations for 2015 differed from the Japanese statutory tax rate of 35.6% for 2015. The effective
incometax rate of 27.5% was primarily due to taxable income recorded by LINE Plus Corporation on a stand-alone basis, all of which was offset by previously unrecognized tax
loss carryforwards, resulting in a decrease in current income tax expenses. |n addition, we recognized previously unrecognized deferred tax assets for deductible temporary
differences. These benefits were partially offset by pre-tax losses of subsidiaries for which no deferred tax assets were recognized and by non-deductible share-based payment
expenses, including share-based payment expenses incurred in connection with stock options granted to employees and directors who are non-Japanese residents.

Profit (Loss) from Discontinued Operations, Net of Tax

We recognized profit from discontinued operations, net of tax, of ¥2,892 million in 2014, related to our data management business, which we disposed of in
September 2014 and was retrospectively classified as part of discontinued operations. We recognized loss from discontinued operations, net of tax, of ¥7,588 million in 2015,
related to the operations of MixRadio, which we abandoned in March 2016 and which was retrospectively classified as part of discontinued operations. See "— Major
Components of Results of Operations — Profit (Loss) from Discontinued Operations, Net of Tax."

Profit (Loss) for the Year

Werecorded a profit for the year of ¥2,004 million in 2014 but recorded aloss for the year of ¥7,972 million in 2015 as aresult of the factors described above. Our
profit for the year as a percentage of revenues was 2.3% in 2014 and our loss for the year as a percentage of revenues was (6.6)% in 2015.

Item 5.B. Liquidity and Capital Resources
Liquidity and Capital Resources
Cash Flows

The following table setsforth our cash flows for the periodsindicated.

For theyear ended

December 31,
2014 2015 2016
(in millions of yen)
Net cash provided by operating activities ¥ 12456 ¥ 6,979 ¥ 28,753
Net cash used in investing activities (12,967) (12,229) (34,086)
Net cash provided by financing activities 6,492 18,860 106,628
Cash and cash equivalents at the beginning of the period 13,362 20,254 33,652
Cash and cash equivalents at the end of the period 20,254 33,652 134,698

Our cash and cash equivalents total ed ¥134,698 million as of December 31, 2016, an increase of ¥101,046 million from ¥33,652 million as of December 31, 2015. We
recorded ¥106,628 million of cash provided by financing activities and ¥28,753 million of cash provided by operating activitiesin 2016, which was partially offset by ¥34,086
million of cash used in investing activities. Our cash and cash equivalents total ed ¥33,652 million as of December 31, 2015, an increase of ¥13,398 million from ¥20,254 million as
of December 31, 2014. We recorded ¥18,860 million of cash provided by financing activities and ¥6,979 million of cash provided by operating activitiesin 2015, which was
partially offset by ¥12,229 million of cash used ininvesting activities. Our cash and cash equivalents total ed ¥20,254 million as of December 31, 2014. We recorded ¥12,967
million of cash used in investing activitiesin 2014, but this was more than offset by ¥12,456 million of cash provided by operating activities and ¥6,492 million of cash provided
by financing activities. Our principal sources of liquidity since 2014 to date have been proceeds from the completion of our initial public offering in July 2016, incurrences of
debt and cash generated by our operations.

2




We manage our liquidity risk to meet our working capital and operational requirements by continually managing projected cash flows. We also aim to mitigate
liquidity risk by contracting with financial institutions with respect to bank overdrafts and banking facility agreements for efficient management of funds. We believe that cash
from our operations, current and future financing arrangements (including short-term and long-term borrowing facilities and issuances of corporate bonds) and existing cash
and cash equivalents are likely to be sufficient to satisfy our operating cash requirements, capital expenditure needs and debt service requirements for the next twelve months.
However, we may need additional cash resourcesin the future if we find and wish to pursue opportunities for investment, acquisition or strategic cooperation, which may
include investing in technology, technical infrastructure or acquisition of additional equity interestsin subsidiaries or associates. |f we determine that our cash requirements
exceed our available cash holdings, we may seek to issue additional debt or equity securities or obtain additional credit facilities or other sources of funding.

Net Cash Provided by Operating Activities

Our net cash provided by operating activities consists of net profit or loss adjusted for certain non-cash items including depreciation and amortization and share-
based compensation as well as the effect of changes in working capital and other activities. Our net cash provided by operating activities increased from ¥6,979 million in 2015
to ¥28,753 million in 2016, primarily due to loss before tax of ¥12,033 million in 2015 compared to profit before tax of ¥15,264 million in 2016 as described above. Cash used for
income tax payment decreased from ¥10,844 million in 2015 to ¥7,522 million in 2016. Adjustments for non-cash items and changes in working capital in 2016 included anet gain
of ¥2,345 million on disposal of property and equipment and intangibl e assets, mainly due to the sale of land in Fukuoka prefecture; an increase in other current liabilities by
¥4,148 million, mainly due to consumption tax payable; and an increase in accrued expenses by ¥2,229 million, mainly due to costs related to the new head officesin Shinjuku.

Our net cash provided by operating activities decreased from ¥12,456 million in 2014 to ¥6,979 million in 2015, due primarily to income taxes paid of ¥10,844 millionin
2015 compared to ¥6,176 million in 2014, aswell as profit before tax of ¥9,109 million in 2014 compared to loss before tax of ¥12,033 million in 2015 as described above, which
was partially offset by adjustments for non-cash items, in particul ar adjustments made with respect to share-based compensation and impairmentsin 2015, and the net effects
of changesin working capital and other operating activities. The increase in advances received by ¥4,350 million reflects the growth in sales of virtua currency. Theincreasein
other current liabilities by ¥2,976 million is due to the growth in revenue, which is often deferred in accordance with the life of the virtual item or the advertising contract period.
Theincrease in trade and other receivables by ¥3,067 million is mainly driven by growth in sales of virtual currency and advertising contracts and is dependent upon the timing
of payments of our two main payment processing providers.

Net Cash Used in Investing Activities

Our net cash used in investing activitiesincreased from ¥12,229 million in 2015 to ¥34,086 million in 2016 primarily due to an increase in purchases of time deposits
from ¥1,892 million in 2015 to ¥10,790 million in 2016, an increase in investments in debt instruments from no such investmentsin 2015 to ¥7,642 million in 2016 and an increase
ininvestmentsin associates and joint ventures from ¥1,567 million in 2015 to ¥9,333 million in 2016, related primarily to our investmentsin Y ume no Machi Souzou linkai and
Snow Corporation in October 2016. These factors were offset in part by cash inflow from proceeds from disposal of property and equipment and intangible assets of ¥5,124
million in 2016 related primarily to the sale of land in Fukuokain June 2016.

Our net cash used in investing activities decreased from ¥12,967 million in 2014 to ¥12,229 million in 2015. One factor in the decrease was a decrease in purchases of
equity investments from ¥7,973 million in 2014 to ¥437 million in 2015 which was partly offset by cash outflow of ¥2,927 million (net of cash acquired) in 2015 related primarily to
our acquisition in March 2015 of assets of MixRadio, amobile music streaming service, from Microsoft. In addition, we recorded cash inflow of ¥1,391 million in 2014 related to
our divestiture of DataHotel Co., Ltd. in September 2014 compared to no such proceedsin 2015 and an increase in investments in associates and joint ventures such as Lantu
Games Limited from ¥209 million in 2014 to ¥1,567 million in 2015.
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The Payment Services Act requires entities that engage in business activities involving advance payments from customers using prepaid payment instruments such
asvirtual currenciesto set aside amounts covering at least 50% of the total amount of the unused amounts or credits represented by such instrumentsissued as of the end of
either thefirst or third quarter of any year (if such total amount is more than ¥10 million) for the users, either by making a deposit or by entering into certain guarantee or trust
agreements. |n accordance with the Payment Services Act, we had deposited ¥2,340 million, ¥2,530 million and ¥3,445 million as guarantee deposits as of December 31, 2014,
2015 and 2016, respectively. As part of our effortsto comply with the Payment Services Act, we deposited our investments in Japanese government bonds of ¥281 million as of
December 31, 2014 and ¥280 million as of December 31, 2015 and 2016, which we intend to hold until maturity. In addition, we entered into credit guarantee contracts with banks
for ¥2,000 million as of December 31, 2015 and for ¥10,100 million as of December 31, 2016.

Net Cash Provided by Financing Activities

Our net cash provided by financing activities increased from ¥18,860 million in 2015 to ¥106,628 million in 2016. Thisincrease was primarily attributable to proceeds
from our initial public offering of ¥126,848 million in 2016, compared to no such proceedsin 2015, offset in part by anet repayment of short-term borrowings of ¥20,752 million
in 2016.

Our net cash provided by financing activities increased from ¥6,492 million in 2014 to ¥18,860 million in 2015. Thisincrease was primarily attributable to repayment of
capital contribution to NAVER Corporation in the amount of ¥8,288 million in 2014 in connection with the LINE Plus Capital Reduction compared to no such repayment in 2015
and an increase in net proceeds from short-term borrowings from ¥15,748 million in 2014 to ¥19,808 million in 2015. During 2014, we obtained short-term borrowings for the
purpose of investment in equity securities and the repayment of capital contribution to NAVER Corporation in connection with the LINE Plus Capital Reduction. During 2015,
we obtained short-term borrowings for income tax payments and to finance the acquisition of assets of MixRadio and operate the MixRadio mobile music streaming service.

Contractual Obligationsand Commitments

The following table sets forth the amount of contractual obligations as of December 31, 2016, and the effect such obligations are expected to have on our liquidity and
cash flow in future periods.

Payments Due by Period

Lessthan Morethan
Total 1Year lto3Years 4to5VYears 5Years
(in millions of yen)
Short-term borrowing obligations® ¥ 21937 ¥ 21937 ¥ — ¥ — ¥ —
Operating lease obligations®? 16,045 3,945 7,103 4,997 —
Purchase obligations® 1,464 1,464 — — —
Deposits received® 2,572 2,572 — — —
Future estimated defined benefit plan payments® 4,595 171 511 748 3,165
Total ¥ 46613 ¥ 30,089 ¥ 7614 ¥ 5745 ¥ 3,165

(1) Asof December 31, 2016, the book value of our short-term borrowings was ¥21,925 million.

(2) We enter into operating lease agreements for certain office space and stores.

(3) Our purchase obligationsinclude contracts for property and equipment. See Note 9(3) of the notes to our annual consolidated financial statements.

(4) The depositsreceived primarily relateto LINE Pay customer deposits.

(5) Represents, as of December 31, 2016, the expected amount of retirement benefits that we will be required to pay within ten years under applicable law to employees of our
Korean subsidiaries, including LINE Plus Corporation, LINE PLAY Corporation, LINE Biz Plus Corporation and LINE Friends Corporation, when they reach their normal
retirement age. The amounts were determined based on the employees' current salary rates and the number of service years that will have been accumulated upon their
retirement. These amounts do not include amounts that may be paid to employees who cease to work at the relevant company before their normal retirement age.
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Critical Accounting Judgments, Estimates and Assumptions

The preparation of our consolidated financial statements requires us to make difficult, complex and subjective judgments in making the appropriate estimates and
assumptions that affect the amounts reported in our consolidated financial statements. By their nature, these judgments are subject to inherent uncertainty. These judgments
are based on our historical experience, terms of existing contracts, our observation of trendsin the relevant industries, information provided by our customers and information
available from other outside sources, as appropriate. While we believe our estimates and judgments are reasonable under the circumstancesin which they were made, there can
be no assurance that our judgments will prove to be correct or that actual results reported in future periods will not differ from our expectations reflected in our accounting
treatment of certain items. For adiscussion of our significant accounting judgments, estimates and assumptions, see Note 4 of the notes to our annual consolidated financial
Statements.

Revenue Recognition for I nternally-developed Virtual Items, LINE Stickers and Sponsored Stickers

We offer both consumable and durable virtual itemsin our internally-developed games and applications. Consumable virtual items are virtual items that are consumed
by following an end users' specific action and do not provide end users with continuing benefits, whereas durable virtual items are virtual items that provide the end user with
continuing benefits over a specific period. The period of benefit of adurable virtual item generally ends at the earliest of (1) an item ceasing to provide further benefitsto an
end user (i.e., the period of benefit is represented by the usage period of such item), (2) an item being removed from the game board or application by specific in-app or in-game
actions taken by an end user or (3) an end user abandoning the game or application. We recognize revenues attributable to consumable virtual items upon sale. For revenues
attributable to durable virtual items, revenues are recognized either (1) ratably over the estimated usage period or (2) when we cannot estimate the estimated usage period
upfront, ratably over the estimated average playing period of paying users adjusted for any virtual items removed from the game board or application. \We recognize revenue
attributable to the removed virtual items by devel oping estimated removal rates and applying such rates to total sales generated. We develop an estimated usage period for
durable virtual items considering historical data on purchase patterns and user usage behavior.

We define the playing period as the period from when a paying user first purchased virtual currenciesto when a paying user is deemed to have becomeinactive, i.e.
when a paying user has not logged onto the game/app for two consecutive months. To estimate the average playing period for a paying user, we analyze monthly cohorts
composed of paying users who made their first purchase of virtual currency during such month. We track these monthly cohorts and analyze the dates on which paying users
within each cohort become inactive. Based on the actual data observed, we extrapolate the future declines in paying users to determine the ending point of a paying user'slife
beyond the date for which observable datais available. We then use the actual and extrapolated data to calcul ate the average playing period.

Upon launching anew game or application, we evaluate the nature of the virtual items, the behavior of end users with respect to such items and the availability of
supporting data in determining the related revenue recognition policy. We may also consider the data from other existing internally-devel oped games or applications aswell as
industry datain determining the related revenue recognition policy if thereisinsufficient history for such new game or application. If we do not have sufficient historical data
to analyze user behavior and cannot identify any similar games or applications to serve as references for us to reasonably estimate the life of the game or application, we defer
all sales until such history is developed. Once we have sufficient historical data, we assess the estimations (such as the estimated usage period and the estimated average
playing period for paying users) for durable virtual items for each game or application on a quarterly basis.
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Revenues attributable to the sales of Stickers are recognized over an estimated usage period which reflects historical end user usage patterns. Similarly, revenues
attributable to the sales of Sponsored Stickers are recognized over the advertising contract period based on historical user usage patterns during the advertising contract
period.

We believe that revenue recognition is acritical accounting estimate because significant management judgment isinvolved in determining the estimated usage period
over which virtual items are expected to be used by users. If user behavior changes over time or deviates from our estimates, we may be required to change the timing of our
revenue recognition. In this case, our results of operations could be materially and adversely affected.

Share-based Payments and Valuation of Our Share Capital

Share-based payment expenses related to stock options granted to directors and employees for acquisition of shares of our common stock are estimated based on the
options fair value determined by the Black-Scholes-Merton ("Black-Scholes") option pricing model. The Black-Scholes model requires various assumptions, including
expected volatility, expected life of stock options and fair value of our common stock at the time of option grants.

The following assumptions for the Black-Scholes model were used to estimate the fair value of stock options granted in 2014 and 2015. We did not grant any
additional stock optionsin 2016.

For theyear ended

December 31,
2014 2015
Dividend yield 0.0% 0.0%
Expected volatility 52-58% 56%
Risk-freeinterest rate 0.2% 0.0%
Expected life of stock options 6 years 6 years
Grant date fair value of our equity per common share (in Y en) ¥  1161-3297 ¥ 4,225

Our dividend yield is 0.0%, since we have not paid, and do not expect to pay in the foreseeable future, any cash dividends. Expected volatility is estimated based on
the historical volatility of companiesthat we believe are comparabl e publicly-traded companies. Expected life of stock optionsis estimated based on the expected exercise
pattern of the option holders. Risk-free interest rate is based on the yield of Japanese government bonds.

Through the second quarter of 2014, we determined the fair value of our common stock at the time of the option grants, using the income approach. Theincome
approach involves using the discounted cash flow method which is based on estimated future cash flows and an appropriate discount rate. We also used the market approach
as areference to validate our val uation obtained using the discounted cash flow method. For the market approach, the value of our common stock is estimated using multiples
derived from the trading stock prices of guideline companies.

Beginning in the third quarter of 2014, we determine the fair value of our common stock at the time of the option grants using both the income approach and the
market approach. We then determine the val uation of our common stock to be the mid-point of the overlapping valuation range from both approaches.

In the absence of a public trading market, determining the fair value of our common stock at the time of option grants utilizing the discounted cash flow method is
highly complex and subjective because it involves estimating future cash flows based on all relevant facts and circumstances known at the time of valuation, including but not
limited to factors such as our historical financial results and the projections of our future operating and financial performance, market performance of comparable publicly
traded companies, overall economic and industry outlook and discounting those cash flows at our weighted average cost of capital.
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The assumptions used in calculating the fair value of the stock options represent our management's best estimates, but these estimates involve inherent uncertainties
and application of significant management judgment. Asaresult, if factors change or we utilize different assumptions, the fair value of stock options could be materially
different for any period. Such estimates will not be necessary to determine the fair value of new stock option awards once we complete the global offering and the shares of our
common stock and ADSs begin trading on public markets.

Thefollowing table sets forth the fair value of our common stock at the time of the stock option grants, as determined by us using the discounted cash flow method.

Number of
under lying shar es of Fair value of
Stock option grant dates common stock Exerciseprice common stock
(inyen)
December 16, 2013 3430500 ¥ 344 ¥ 1,011
February 7, 2014 1,825,000 1,320 1,161
August 8, 2014 752,500 1,320 3,280
October 31, 2014 348,500 1,320 3,297
February 4, 2015 5,773,500 1,320 4,225

Income Taxes and Recovery of Deferred Tax Assets

Our income tax expenses are comprised of current tax and deferred tax. Current tax isthe expected tax payable or receivable on our taxable profit or loss for the year,
using tax rates enacted or substantively enacted at the end of the reporting period and any adjustmentsto tax payablein respect of previous years.

We recognize deferred tax on temporary differences between the carrying value of an asset or liability for financial reporting purposes and the amounts used for
taxation purposes. The deferred tax assets and deferred tax liabilities are cal cul ated using the tax rates based on tax laws that have been enacted or substantively enacted by
the end of the reporting period and the tax rates that are expected to apply to the period when the deferred tax asset isrealized or the deferred tax liability is settled. Deferred tax
assets are recognized for all deductible temporary differences, unused tax losses carried forward and unused tax credits carried forward to the extent that it is probabl e that
taxable income will be available. The estimation of future taxable incomeis calcul ated based on business plans approved by our management, and it is based on our
management's subjective judgments and assumptions.

We believe that recognition of deferred tax assetsis asignificant accounting policy that requires our management's estimates and assumptions regarding, among
other things, the level of future taxable income, interpretation of the tax laws and tax planning. Changesin tax laws, projected levels of taxable income and tax planning could
affect the effective tax rate and tax balances recorded by usin the future. As of December 31, 2016, we recorded deferred tax assets of ¥18,385 million and deferred tax liabilities
of ¥1,161 million.

I mpairment
Non-financial Assets

Non-current assets other than goodwill. Non-current assets other than goodwill, such as property and equi pment and intangible assets with definite lives, are
assessed for indicators of impairment at the end of each reporting period. We evaluate both internal and external sources of information to assess whether impairment
indicators exist. Some of the impairment indicators are evidence of obsolescence, significant adverse changesin the technological, market, economic or legal environment of
the market in which we operate. If any such indication exists, the recoverable amount of the asset is estimated in order to determine the extent, if any, of theimpairment loss.
Likewise, the determination of the assets' recoverable amounts involves the use of estimates by our management that can have amaterial impact on the respective values and
ultimately the amount of any impairment. No impairment losses were recognized in 2014 and 2016 as aresult of testing our non-current assets other than goodwill for
impairment, except for the impairment losses recognized for certain non-current assets held by LINE Vietnam Co., Ltd. ("LINE Vietnam"), our subsidiary in which we acquired a
95% voting interest from NAVER Corporation in August 2014. In 2015, impairment losses of ¥54 million were recognized for the full write-off of the MixRadio segment's
property and equipment. In addition, impairment losses of ¥709 million, ¥446 million and ¥218 million were recognized for the full write-off of the MixRadio segment's software,
music rights and other intangibles, respectively. Our MixRadio business was retrospectively classified as part of discontinued operations. See "— Major Components of
Results of Operations — Profit (Loss) from Discontinued Operations, Net of Tax." See Note 9, Note 10 and Note 11 of the notes to our annual consolidated financial
statements.
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Goodwill. Asof December 31, 2016, we had ¥3,400 million of goodwill. The goodwill impairment test requires usto test at least annually and more frequently as
indicators of impairment are identified. The goodwill impairment test requires us to exercise judgment and assess whether the carrying value of the cash-generating unitsto
which goodwill has been allocated can be supported by the recoverable amount of such cash-generating units. The recoverable amount of a cash-generating unit is
determined based on avalue-in-use cal culation that involves the use of estimates. The main assumptions used in the value-in-use cal cul ation include the discount rate,
terminal growth rate and expected future cash flow projections for aperiod of up to five years from financial budgets approved by our management. Cash flow projections after
the planning period are extrapolated using terminal growth rates. Cash flow projections take into account past experience and represent our management's best estimates.
These assumptions are subject to significant adjustments from various factors including user trends, spending on marketing, technology infrastructure and competition.

In order to estimate the discount rate that reflects the time value of money and the risks specific to the cash-generating units, we have assumed arisk-free rate equal
to one-month average market yields on 10-year Japanese government bonds at the date of performing the annual impairment test. We also incorporated arisk premium, such as
acompany specific premium and equity premium, in the discount rate. The terminal value growth rates, which are the long-term average inflation rates in Japan, take into
consideration external macroeconomic data.

The key assumptions used in our value-in-use calculations are as follows:

For theyear ended

December 31,
2014 2015 2016
Pre-tax discount Terminal growth Pre-tax discount Terminal growth Pre-tax discount Terminal growth
rate rate rate rate rate rate
14.4% 1.3% 14.7% 14% 11.7% 11%

In validating the value-in-use determined for the cash-generating units, the sensitivity of key assumptions used in the discounted cash-flow model such as discount
rates and the terminal growth rate was evaluated. No impairment |osses were recognized in 2014 and 2016 as aresult of testing goodwill for impairment, as the recoverable
amounts have considerably exceeded the carrying amounts of cash-generating units, and the outcomes of the impairment tests were not sensitive to reasonably likely changes
in any of the assumptions underlying the cash flow projections used for the impai rment tests or the discount rates in the periods presented for any cash-generating units. In
2015, as aresult of testing goodwill for impairment, we recognized impairment losses of ¥2,692 million, the total goodwill allocated to the MixRadio segment. See Note 10 of the
notes to our annual consolidated financial statements. We believe that determining the existence and impairment of goodwill isacritical accounting estimate because
significant management judgment isinvolved in the eval uation of the value of goodwill, and any reasonably possible changesin the key assumptions on which the
recoverable amount is based would cause a change in the recoverable amounts of goodwill.
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Financial assets measured at amortized cost

With respect to our financial assets measured at amortized cost, we assess on a quarterly basis whether there is any objective evidence that financial assets are
impaired. If there is any objective evidence, we recognize the difference between the carrying val ue of the asset and the present value of estimated future cash flows asan
impairment loss. When we estimate the future cash flows, our management considers the probability of default, time of recovery and past trend of losses, and decides whether
the actual loss, which reflects current economic and credit conditions, is more or less than past trends. We consider these estimates to be significant because any adjustments
may significantly affect the amount of an impairment loss for the financial assets measured at amortized cost.

No impairment losses were recognized in 2014, 2015 and 2016 as aresult of testing our financial assets measured at amortized cost for impairment. Historically, our
estimates and assumptions used to evaluate impairment of financial assets measured at amortized cost have been within expectations. However, unforeseen circumstances
such as adverse market conditions that deviate significantly from our estimates may require us to recognize losses on impairment of financial assets measured at amortized
cost.

Available-for-sale financial assets

For an investment in an equity security classified as an available-for-sale financial asset, we consider a significant or prolonged declinein itsfair value below its cost
to be objective evidence of impairment. The determination of fair value of the investment involves considering factors such as the stock prices of public companiesin which
we have an equity investment, current economic and market conditions, the operating performance of the companies and other company and industry specific information. No
impairment losses were recognized in 2014 as aresult of testing our available-for-sale financial assets for impairment. In 2015, we recognized impairment loss of ¥1,790 million
primarily asaresult of adeclinein stock price of gumi Inc., amobile game devel oper and publisher listed on the Tokyo Stock Exchange. In 2016, we recognized impairment loss
of ¥293 million primarily asaresult of adeclinein stock price of gumi Inc., amobile games developer listed on the Tokyo Stock Exchange.

Fair Valuefor Financial I nstruments

We hold various financial instruments. Depending on the accounting treatment specific to each type of financial instrument, an estimate of fair value is required to
record the instrument on our consolidated financial statements. Financial assets and financial liabilities held by us are measured at the following fair values:

quoted pricesin active markets for identical assets or liabilities;

fair value cal culated using observable inputs other than quoted prices for the assets or liabilities, either directly or indirectly; and

fair value cal cul ated using val uation techniques incorporating unobservabl e inputs.

In particular, the fair val ue estimates using val uation techniques that incorporate unobservabl e inputs are based on the judgment and assumptions of our
management, such as experience assumptions, and the use of specific numerical cal culation models, such as discounted cash flow models. We base our fair value estimates on
assumptions we believe to be reasonabl e, but which are unpredictable and inherently uncertain. The use of alternative estimates and assumptions could increase or decrease
the estimated fair values of our investments and potentially impact our results of operations.

Provisions

We recognize asset retirement obligations rel ated to assets |eased under operating leasesin our consolidated statement of financial position. These provisions are
recognized based on our management's best estimates of the expenses expected to be incurred for the restoration of the operating | ease properties to the state as specified in
the rental agreements upon termination of the operating leases. The estimation takes risks and uncertainty related to the obligations into account as of the fiscal year end date,
and the estimates are evaluated on an annual basis.
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We also record provision for the licensing royalty fees payable to third-party platform partners related to future redemption of virtual creditsto purchase virtual items
by our users. The provision is estimated using user trends, past experiences, and our management's assumptions related to our business. Historically, our expenses have been
within expectations and in line with the provision established. However, unforeseen circumstances such as adverse market conditions that deviate significantly from our
estimates may require us to change the timing of our provisions or make additional provisions. In this case, our results of operations and financial condition could be materially
and adversely affected.

Defined Benefit Plans

We offer employeesin Korea, Taiwan and Thailand defined benefit plans. The specific features of these plans vary depending on the applicable laws and regul ations
in each country where the employees work. The majority of our defined benefit obligation consists of the unfunded defined benefits plans for employees of our subsidiaries
located in Korea, including LINE Plus Corporation, LINE PLAY Corporation, LINE Biz Plus Corporation and LINE Friends Corporation. Such plansinclude lump sum payments
and other post-employment benefits for the board of directors and employees with a service period of over one year. Expenses related to defined benefit plans were ¥412
million, ¥1,106 million and ¥1,747 million in 2014, 2015 and 2016, respectively, and we recorded liabilities for defined benefit obligations of ¥5,495 million and ¥6,204 million as of
December 31, 2015 and 2016, respectively. The cost of the defined benefit plans and the present value of the obligations are determined using actuarial valuations. An actuarial
valuation involves making various assumptions that are reviewed at each reporting date, including the determination of the discount rate and future salary increases.

We used the foll owing assumptions to cal culate our expenses related to defined benefit plans for the yearsindicated.

December 31,
2014 2015 2016
Discount rate 3.0% 2.6% 3.4%
Weighted average of future salary increases 9.9%-11.9% 9.5%-14.4% 8.6%-11.3%

We determine the discount rate based on market returns of high-quality corporate bonds consistent with currencies and estimated payment terms applicable to the
defined benefit obligations as of the reporting date in order to cal culate present value of the defined benefit obligations. Estimated future salary increases are based on
historical salary increases and expected future inflation rates. The plans expose us to actuarial risks, including interest rate risk, salary increase risk and longevity risk. Dueto
the complexitiesinvolved in the valuation and its long-term nature, defined benefit obligations are highly sensitive to changes in these assumptions. If the discount rate or rate
of future salary increases had been 100 basis points higher or lower with all other variables held constant, the impact on our defined benefit obligations for 2016 would have
been asfollows:

For theyear ended
December 31, 2016

Discount rate Salary increaserate
100 basispoints 100 basispoints 100 basispoints 100 basispoints
increase decrease increase decrease
(in millions of yen)
Impact on defined benefit obligations ¥ (842) ¥ 1,040 ¥ 972 ¥ (810)

Recently I ssued Accounting Standards

ThelASB issued IFRS 15 Revenue from Contracts with Customers for recognizing revenue. IFRS 15 establishes afive-step model that will apply to revenue earned
from a contract with a customer, regardless of the type of revenue transaction or the industry with limited exceptions. In addition to the five-step model, the standard specifies
how to account for the incremental costs of obtaining a contract and the costs directly related to fulfilling a contract. If those costs are expected to be recovered, they can be
capitalized and subsequently amortized and tested for impairment. IFRS 15 also applies to the recognition and measurement of gains and |osses on the sale of some non-
financial assets that are not an output of an entity's ordinary activities, such as sales of property, plant and equipment or intangibles. Either afull retrospective application or a
modified retrospective application is required for annual periods beginning on or after January 1, 2018. Early adoption is permitted under | FRS. The modified approach will
allow the standard to be applied to existing contracts beginning with the current period. No restatement of the comparative periods will be required under this approach, as
long as comparative disclosures about the current period's revenues under existing |FRS are included. We have determined not to early adopt |FRS 15, and we are currently
assessing the impact of IFRS 15's adoption.
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For adiscussion of additional new standards, interpretations and amendments to |FRS, see Note 3(28) and Note 3(29) of the notes to our annual consolidated
financial statements.

Item 5.C. Research and Development, Patents and Licenses, Etc.

We maintain aresearch and development program to carry out basic research and technology devel opment activities. See"ltem 4.B. Business Overview —
Technology."

Our success depends in part on our ability to protect our core technology and intellectual property. To establish and protect our proprietary rights, werely on a
combination of patents, trademarks, copyrights, trade secrets (including know-how), license agreements, confidentiality procedures, non-disclosure agreements with third
parties, employee disclosure and invention assignment agreements, and other contractual and implicit rights worldwide. We also enter into confidentiality and invention
assignment agreements with our employees, contractors and platform partners, and we control access to our proprietary technology and information. Our patents are mainly
related to social networking, user interface, telecommunications, image processing and web technol ogies but not limited to these technol ogies. Despite our efforts to protect
our proprietary technology and information through these efforts, unauthorized parties may still copy or otherwise obtain and misuse our intellectual property.

Companiesin the internet, technology, telecommunications and mediaindustries own large numbers of patents, copyrights, trademarks, and trade secrets and
frequently enter into litigation based on allegations of infringement, misappropriation or other violations of intellectual property or other rights. From time to time, we face, and
we expect to face in the future, allegations that we have infringed the patents, trademarks, copyrights, trade secrets and other intellectual property rights of third parties,
including our competitors and non-practicing entities. These infringement, data misappropriation, tort and other intellectual property issues apply to myriad third-party rights
and contents material to our business, and we seek, but cannot guarantee, extensive licenses to such requisite third-party rights. Aswe face increasing competition and as our
business grows, we will likely face more claims of infringement.

Item 5.D0. Trend Information
These matters are discussed under Item 5.A. and Item 5.B. above where relevant.

Item 5.E. Off-balance Sheet Arrangements

As of December 31, 2015 and 2016, we did not have any relationships with unconsolidated entities or financial partnerships, such as entities often referred to as
structured finance or special purpose entities, which have been established for the purpose of facilitating off-balance sheet arrangements or other contractually narrow or
limited purposes.

Item 5.F. Tabular Disclosure of Contractual Obligations

See"Item 5.B. Liquidity and Capital Resources— Contractual Obligations and Commitments."
Item5.G. SafeHarbor

See "Forward-L ooking Statements."
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Item 6. Directors, Senior Management and Employees
Item 6.A. Directorsand Senior Management
Directorsand Corporate Auditors

The following table sets forth information regarding members of our board of directors and board of corporate auditors as of the date of thisannual report. The
business address of all of such membersisJR Shinjuku Miraina Tower, 23rd Floor, 4-1-6 Shinjuku, Shinjuku-ku, Tokyo, 160-0022, Japan.

Name Age Position/Title

Takeshi |dezawa 43 Representative Director, President and Chief Executive Officer
Jun Masuda 39 Director and Chief Strategy & Marketing Officer
Joongho Shin 44 Director and Chief Global Officer

In Joon Hwang 51 Director and Chief Financia Officer

HaeJinLee 49 Director and Chairman of the Company

Tadashi Kunihiro 61 Outside Director

Koji Kotaka 58 Outside Director

Rehito Hatoyama 42 Outside Director

Hitoshi Kurasawa 66 Corporate Auditor

JinHeeKim 50 Corporate Auditor

Takashi Kanai 53 Corporate Auditor

Takeshi | dezawa. Mr. |dezawa has served as our representative director since April 2014 and as president and chief executive officer since March 2015. He
currently serves as arepresentative director of LINE Fukuoka Corporation. Previously, he served as our chief operating officer and as a representative director and president of
livedoor Co., Ltd., our subsidiary, where he served in various roles after joining the company in June 2002. Mr. |dezawareceived aB.A. in political science and economics from
Waseda University.

Jun Masuda. Mr. Masuda has served as adirector since March 2015 and chief strategy and marketing officer since April 2014. Mr. Masuda currently servesas a
representative director of LINE Pay Corporation, LINE Bros. Corporation, LINE MUSIC Corporation and AUBE, Ltd. Previously, he served as a senior officer and chief strategy
and marketing officer of NHN Japan Corporation. Prior to joining our company in October 2008, he served as a director and vice president of product at Bai du Japan Inc.

Joongho Shin. Mr. Shin has served as adirector since January 2012 and as our chief global officer since April 2014. He has served as arepresentative director of
LINE Plus Corporation since February 2013. Previously, he served as an outside director at livedoor Co., Ltd., our subsidiary. From June 2005 to April 2013, Mr. Shin served in
severa rolesat NAVER Corporation, including as head of Japan services. Mr. Shin received aB.S. and an M.S. in computer science from Korea Advanced Institute of Science
and Technology.

In Joon Hwang. Mr. Hwang has served as a director since December 2008 and as our chief financial officer since March 2015. He currently serves as adirector of
LINE Euro-Americas Corporation and LINE BIZ+ PTE. LTD. and arepresentative director of LINE C&| Corporation. Previously, Mr. Hwang served in several roles at NAVER
Corporation, including as chief financial officer from November 2008 to January 2016. Prior to joining NAVER Corporation, Mr. Hwang served in several roles at \Woori
Investment & Securities Co., Ltd., Woori Finance Holdings Co., Ltd., Samsung Securities Co., Ltd., Credit Suisse and Samsung Electronics Co., Ltd. Mr. Hwang received aB.S.
in economics from Seoul National University and an M.B.A. from New Y ork University.

HaeJin Lee. Mr. Lee has served as adirector since November 2005 and as the chairman of our company since January 2012. Mr. Lee al so serves as a director of
LINE Plus Corporation and NAVER Corporation. Mr. Lee co-founded NAVER Corporation in June 1999 and served as chairman of the board of NAVER Corporation until
March 2017. Prior to co-founding NAVER Corporation, from February 1992 to June 1999, Mr. Lee served in several roles at Samsung SDS Co., Ltd., an information technology
services provider. Mr. Leereceived aB.S. in computer science from Seoul National University and an M.S. in computer science from Korea Advanced Institute of Science and
Technology.
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Tadashi Kunihiro. Mr. Kunihiro has served as an outside director since October 2015. Mr. Kunihiro is an attorney in Japan and currently serves as alegal advisor
to the Legal Compliance Office of the Japanese Cabinet, alegal compliance advisor to the Cabinet Affairs Office, an outside director of Tokio Marine & Nichido Fire Insurance
Co., Ltd., an advisor for the Consumer Affairs Agency and an outside auditor of Mitsubishi Corporation. From June 2006 to June 2014, he also served as an outside auditor of
Sekisui Chemical Co., Ltd. Mr. Kunihiro received an L.L.B. from the University of Tokyo.

Koji Kotaka. Mr. Kotaka has served as an outside director since February 2016. Mr. Kotakais an attorney in Japan and currently serves as a consultant at Raine
Group LLC, Apollo Global Management LLC and Internet Initiative Japan Inc., an outside director at Monex Group and FiNC, Inc. and a supervisory director at Japan Senior
Living Investment Corp. From June 2015 to January 2016, he also served as an outside director at Asia Growth Capital Ltd. Previously, he held positions at Nishimura & Asahi,
Goldman Sachs Japan Co., Ltd., Sato and Tsuda Law Office and Legal Research and Training Institute of the Supreme Court of Japan. Mr. Kotakareceived an L.L.B. from Keio
University and an L.L.M. from University of Chicago Law School.

Rehito Hatoyama. Mr. Hatoyama has served as an outside director since March 2016. Mr. Hatoyamais director at Sanrio Company, Ltd. and chief executive officer
at Sanrio Media& Pictures Entertainment, Inc. Mr. Hatoyama al so serves as an outside director at DeNA Co., Ltd. Mr. Hatoyamareceived aB.A. from Aoyama Gakuin
University and an M.B.A. from Harvard Business School.

Hitoshi Kurasawa. Mr. Kurasawa has served as our full-time corporate auditor since April 2013. He currently serves as adirector at Hanno Golf Club Co., Ltd. From
June 2000 to June 2011, Mr. Kurasawa served in several roles at Gurunavi, Inc., an online restaurants information provider, including as a corporate auditor, director and
executive vice president. From July 1987 to January 2005, Mr. Kurasawa served in several roles at NKB System Kaihatsu Co., Ltd., a computer system developer, including asa
director. Mr. Kurasawareceived aB.S. in industrial engineering and management from Tokyo I nstitute of Technology.

Jin Hee Kim. Mr. Kim has served as a corporate auditor since December 2012. Mr. Kim currently serves as an internal auditor of LINE Plus Corporation, Camp
Mobile Corporation and NHN NEXT, the representative director of NAVER 1& S Corporation, and adirector of the Global Human Resources Group of NAVER Corporation,
where he has previously served in several roles such as head of human resources and head of service management and support. Prior to joining NAVER Corporation in April
2003, Mr. Kim served in several roles at Hotel Shilla Co., Ltd. and Samsung SDS Co., Ltd. Mr. Kim received aB.S. in statistics from Korea University and an M.B.A. from Korea
Advanced Institute of Science and Technology.

Takashi Kanai. Mr. Kanai has served as a corporate auditor since July 2013. Mr. Kanai currently serves as a corporate auditor at Epoch Co., Ltd., a Japanese toy
and computer games company, and as the representative of Frantech Law Office. Heis an attorney in Japan and has been alecturer at the Keio University School of Law since
1999 and an adjunct professor at Musashino University Faculty of Law since April 2015. Mr. Kanai received an L.L.B. and L.L.M. from Keio University, an L.L.M. from Cornell
Law School and an L.L.M. from the University of London.

Some of our directors concurrently serve in senior positions at certain of our affiliates or other companies with which we have ordinary course business agreements
and engage in ordinary course business transactions.

83




Executive Officers

The following table sets forth information regarding our senior management, consisting of the officersidentified below ("executive officers"), as of the date of this
annual report. The business address of all of our executive officersis JR Shinjuku Miraina Tower, 23rd Floor, 4-1-6 Shinjuku, Shinjuku-ku, Tokyo, 160-0022, Japan.

Executive Officers Age Position/Title

Takeshi |dezawa 43 Representative Director, President and Chief Executive Officer
Jun Masuda 39 Director and Chief Strategy & Marketing Officer
Joongho Shin 44 Director and Chief Global Officer

In Joon Hwang 51 Director and Chief Financial Officer

Euibin Park 41 Chief Technology Officer

Heechan Yang 37 Head of Technology Strategy Department and Data L abs
Seok-Ho Yang 38 Head of LINE Development Department 1

Shintaro Tabata 40 Head of Corporate Business

Tomohiro Ikebe 39 Head of Services Development

Takeshi Shimamura 39 Head of Commerce Media

Youngsu Ko 40 Head of LINE Service & B2B Business

Euibin Park. Ms. Park has served as chief technology officer since April 2014. She has served as head of our Web Services Development Group since June 2013.
From June 2005 to April 2013, Ms. Park served in several rolesat NAVER Corporation and its affiliated companies, primarily in Japan-related businesses. Prior to joining
NAVER Corporation in June 2005, Ms. Park served in several roles at Neowiz Games Corporation, NOWCOM Co., Ltd. and Soteck Inc.. Ms. Park received aB.S. ininformation
and communications from Chonbuk National University.

Heechan Yang. Mr. Y ang has served as head of Technology Strategy Department and Data L abs since March 2016. From June 2013 to February 2016, Mr. Yang
served as head of LINE Development Department 2 and Technology Strategy Department. Previously, he served in several engineering and product devel opment-related roles
at NHN Japan Corporation, NAV ER Japan Corporation, NC Japan Corporation, NHN Corporation and Webtizen Co., Ltd. Mr. Yang received aB.S. in computer engineering
from Hongik University.

Seokho Yang. Mr. Yang has served as head of LINE Development Department 1 since June 2013. Previously, he served in several development-related rolesat NHN
Japan Corporation, NAVER Japan Corporation and NHN Corporation. Mr. Y ang received aB.S. in computer science from Korea Advanced Institute of Science and
Technology.

Shintaro Tabata. Mr. Tabata has served as head of corporate business since April 2014. Prior to joining our company in June 2012, Mr. Tabata served as Japan
country manager at Condé Nast Digital, and prior to that, he served as head of media business at DataHotel Co., Ltd., which hejoined in April 2005. He also served in several
roles at Recruit Holdings Co., Ltd. and NTT DataInc. Mr. Tabatareceived aB.S. in economics from Keio University.

Tomohiro I kebe. Mr. Ikebe has served as head of service development since April 2014. He currently serves as adirector of LINE Business Partners Corporation
and LINE Fukuoka Corporation. Previously, he served in several roles at DataHotel Co., Ltd., our subsidiary, after joining the company in October 2001, including as executive
officer in charge of business development.

Takeshi Shimamura. Mr. Shimamura has served as head of commerce media since April 2014. He currently serves as adirector of LINE Fukuoka Corporation. Since
joining our company from Rakuten, Inc. in July 2004, Mr. Shimamura has served in several roles at our company, including as head of service planning. Mr. Shimamurareceived
aB.A. in history from Komazawa University.

Youngsu Ko. Mr. Ko has served as head of LINE Service & B2B Business since November 2016. He has served in several other |eadership roles, including as
project manager of LINE Messenger Service, since joining our company in March 2013. Previously, he served in several roles at NAVER Corporation, primarily in its Japan-
related businesses.
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Item 6.B. Compensation

In accordance with the Companies Act, compensation for our directors and corporate auditors, including bonuses, retirement allowances and incentive stock
options, must be approved at our general meeting of shareholders, unless otherwise specified in our articles of incorporation. The shareholders' approval may specify the
upper limit of the aggregate amount of compensation or cal culation methods, but if compensation includes benefits in kind, the shareholders' approval must include the
description of such benefits. Compensation for adirector or corporate auditor isfixed by our board of directors or by consultation among our corporate auditorsin accordance
with our internal regulations and practice and, in the case of retirement allowances, generally reflects the position of the director or corporate auditor at the time of retirement,
length of service asadirector or corporate auditor and contribution to our performance.

The following table summarizes the total remuneration paid, including in-kind benefits granted, to our directors and corporate auditors in 2016:

Total By type (in millions of yen) Number
amount Base Stock Retirement of
(in millions of yen) salary options Bonuses allowances persons
Directors® 6,134 273 5,714 147 - 5
Outside directors 28 28 - - - 3
Full-time corporate auditors'? - - - - - 1
Outside corporate auditors 11 11 - - - 2

(1) Excludesoutside directors.
(2) Excludes outside corporate auditors.

The following table summarizes the remuneration paid, including in-kind benefits granted, by LINE Corporation and its consolidated subsidiaries to our directors or
corporate auditors, on an individual basis, in an amount equal to or exceeding ¥100 million for 2016:

Type and amount (in millions of yen)

Stock Total
Name Position/Title Company Base salary options Bonuses (in millions of yen)

Joongho Shin Director LINE

Corporation 8 5,592 -

Director LINE Plus

Corporation 84 - 56 5,7400
Takeshi |dezawa Director LINE

Corporation 50 71 24 145
Jun Masuda Director LINE

Corporation 36 51 20 106

(1) Amount includes remuneration paid to Mr. Joongho Shin by LINE Corporation and LINE Plus Corporation.

We do not separately set aside any amounts for pension, retirement or other benefits for our directors, corporate auditors or executive officers other than for our
subsidiariesin Koreawhere we are legally required to do so.
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We do not have any loans or credits outstanding to any of our directors, corporate auditors or executive officers, and we do not have any guarantees outstanding
for borrowings by any of our directors, corporate auditors or executive officers.

We have obtained directors' and officers' liability insurance which insures against certain liabilities that our directors and officers may, in such capacities, incur.
For further details on our stock options, see"ltem 6.E. Share Ownership."

Item 6.C. Board Practices

Board of Directors

Our board of directors has the ultimate responsibility for the administration of our affairs. Our articles of incorporation provide for not fewer than three but not more
than eight directors. Directors are typically nominated at the board level and are elected at general meetings of shareholders. The normal term of office of any director expires at
the close of the ordinary general meeting of shareholders held with respect to the last fiscal year ended within two years after such director's election to office. Our directors
may, however, serve any number of consecutive terms.

The board of directors appoints from among its members one or more representative directors, who have the authority individually to represent usin the conduct of
our affairs. The board of directors may appoint from among its members a chairman, a president or one or more deputy presidents, senior managing directors and managing
directors. We have three outside directors who satisfy the requirements for an outside director under the Companies Act.

None of the members of our board of directorsis party to a service contract with us or any of our subsidiaries that provides for benefits upon termination of service.
Board of Corporate Auditors

Our corporate auditors constitute a board of corporate auditors. As permitted under the Companies Act, we have el ected to structure our corporate governance
system as acompany with a separate board of corporate auditorsinstead of board committees. Our articles of incorporation provide for not more than five corporate auditors.
Corporate auditors are typically nominated at the board level and are elected at general meetings of shareholders. The normal term of office of any corporate auditor expires at
the close of the ordinary general meeting of shareholders held with respect to the last fiscal year ended within four years after such corporate auditor's el ection to office. Our
corporate auditors may, however, serve any number of consecutive terms. Corporate auditors may be removed by a special resolution of ageneral meeting of shareholders.

Our corporate auditors are not required to be certified public accountants. Our corporate auditors may not at the same time be directors, employees or accounting
advisors (kaikei sanyo) of us or any of our subsidiaries or corporate officers of our subsidiaries. Under the Companies Act, at |east one-half of them must be persons who
satisfy the requirements for an outside corporate auditor under the Companies Act, and at | east one of the corporate auditors must be a full-time corporate auditor.

The function of our board of corporate auditors and each corporate auditor is similar to that of independent directors, including those who are members of the audit
committee, of aU.S. company. Each corporate auditor has a statutory duty to supervise the administration by the directors of our affairs, to examine the financial statements
and business reports to be submitted by arepresentative director at the general meetings of shareholders and to prepare an audit report. They are obligated to participate in
meetings of the board of directors and, if necessary, to express their opinion at such meetings, but are not entitled to vote. The board of corporate auditors has a statutory
duty to prepare an audit report based on the audit reportsissued by theindividual corporate auditors and submit such audit reports to arelevant director and, in the case of
audit reportsrelated to financial statements, independent certified public accountants each year. Each corporate auditor may note an opinion in an audit report issued by the
board of corporate auditors, if the opinion expressed in such corporate auditor'sindividual audit report is different from the opinion expressed in the audit report issued by the
board of corporate auditors. The board of corporate auditors is empowered to establish the audit principles, the method of examination by the corporate auditors of our affairs
and financial position and any other matters relating to the performance of the corporate auditors' duties.
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I'n addition to our corporate auditors, we must appoint independent certified public accountants. Such independent certified public accountants have the statutory
duties of examining the financial statementsto be submitted by arepresentative director at the general meetings of shareholders and reporting their opinion thereon to the
relevant corporate auditors and directors. The independent certified public accountants also audit the financial statementsto be included in the securities reports that are
required to be filed with the director of the relevant local finance bureau of the Ministry of Finance. Deloitte Touche Tohmatsu L L C acted as our independent certified public
accountant from 2007 to 2014 and PricewaterhouseCoopers Aarata L L C acts as our independent certified public accountant beginning January 1, 2015.

In addition, under the Securities Listing Regulations of the Tokyo Stock Exchange, listed companiesin Japan are required to have at least one independent officer.
Such independent officer is required to be an outside director or an outside corporate auditor (as defined under the Companies Act) who is unlikely to have any conflicts of
interest with sharehol ders. The Securities Listing Regulations also require listed companies to make efforts to have at |east one director who meets the requirements for an
independent officer (such director, an "Independent Director"). Further, alisted company that does not have two or more Independent Directorsis required to publicly explain
thereason. As of December 31, 2016, we have three Independent Directors.

Committees of the Board of Directors

Under the Companies Act, we have elected to structure our corporate governance system as a company with a separate board of corporate auditors and therefore
do not have an audit committee. For foreign privateissuers, use of aboard of corporate auditors in compliance with home country rulesis permitted under Rule 10A-3(c)(3) of
the Exchange Act, and as such we are not required to and do not intend to form an audit committee. Our board of corporate auditorsisalegally separate and independent
body from our board of directors. We do not have certain committees that are required of U.S. listed companies subject to the New Y ork Stock Exchange corporate governance
standards, including those that are responsible for director nomination and corporate governance and executive compensation.

Our board of directorsis supported by a management committee to facilitate timely decision-making with respect to important administration and management
issues. The management committee is composed of members appointed by the President. Currently, the management committee consists of the Chief Executive Officer, Chief
Global Officer, Chief Strategy & Marketing Officer, Chief Privacy Officer/Chief Information Security Officer, certain senior officersin charge of finance and accounting, human
resources and internal audit and a full-time corporate auditor. The management committee engages in discussion of various items to be resolved by, or reported to, the board
of directors, and considers important administration and management issues in accordance with the basic strategies and policies set by the board of directors.

The management committee can delegate its authority to its subcommittees, including the risk management committee. The risk management committee facilitates
timely decision-making with respect to risk management issues. The risk management committee is composed of the Representative Director and President, other directors with
business execution authority, officers and employees heading key business divisions or those appointed by such officers or employees, and representatives of our
subsidiaries or those appointed by such representatives.
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Limitation of Liability of Directorsand Corporate Auditors

Under the Companies Act and our articles of incorporation we may exempt, by resolution of the board of directors, our directors and corporate auditors from
liabilitiesto us arising in connection with their failure to execute their duties in good faith and without gross negligence, within the limits stipulated by applicable laws and
regulations. In addition, our articles of incorporation provide that we may enter into agreements with our directors (excluding executive directors) and corporate auditorsto
limit their respective liabilities to us arising in connection with afailure to execute their dutiesin good faith and without gross negligence to the higher of either a
predetermined amount which shall be no less than ¥10 million or an amount stipulated in laws and regul ations. We plan to enter into aliability limitation agreement with each
outside director and outside corporate auditor which limits the maximum amount of their liability to the higher of either ¥10 million or an amount stipulated in laws and
regulations.

Item 6.D. Employees

Our employees are critical to our success. We seek employees who are motivated to devel op new products and services for our rapidly growing user base around
the world aswell asfor our platform partners and advertisers. A vast majority of our new hires have prior experience in the internet or mobile services or related industries, and
we strive to hire and retain employees with diverse backgrounds in addition to relevant work experience in order to achieve our objective to continue to grow globally.

On aconsolidated basis, we had 3,085, 2,454 and 1,783 and full-time employees as of December 31, 2016, 2015 and 2014, respectively. From time to time, we also
employ contract-based employees to enhance operational efficiency. The following table sets forth a breakdown of our full-time employees by location as of December 31,
2016:

L ocation Number of full-time employees
Japan 1,344
Outside Japan 1,741
Total 3,085

Compensation for our full-time employees consists of acombination of annual base salary, bonuses and share-based compensation. We arein the process of
establishing additional employee share incentive plans, to encourage wider equity participation among our employees. We also provide awide range of benefitsto our
employees. We believe our compensation and benefit plans are competitive within our industry. Our employees are not unionized, and we consider our current relations with
our employees to be good.

Item 6.E. Share Ownership

Our directors and corporate auditors do not own any shares of our common stock as of December 31, 2016. None of the shares of our common stock entitles the
holder to any preferential voting rights.

We have granted stock options to purchase shares of our common stock in the form of stock acquisition rights pursuant to the Companies Act under grants
authorized by our shareholder on December 17, 2012 and subsequently on February 5, 2014. The purpose of these grantsisto enable our directors and employees, including
our executive officers, to share in our successes and to reinforce a corporate culture that aligns employee interests with those of our shareholders. Stock options granted prior
to 2012 were exercised in full by the grantees, but all of the shares so acquired were subsequently purchased by NAVER Corporation, our 100% shareholder. Referencesin this
annual report to "stock options" are references to stock acquisition rights to purchase shares of our common stock, unless otherwise indicated.
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Our stock options may be exercised during an eight-year period that begins two years from the date of grant. Our stock option grants generally do not allow for the
transfer or assignment of options. An option holder who retires while one's options are still exercisable |oses such options, unless otherwise approved by our board of
directors. In the event of a stock split, reverse stock split or issuance of new shares or disposal of treasury shares at below market price, the exercise price of and, in certain

cases, the number of shares subject to outstanding options, will be proportionately adjusted.

The following table summarizes the stock options with respect to our common stock owned by our directors and corporate auditors as of December 31, 2016:

Exer cise period Exerciseprice Number of

Name Grant Date From To (per share) sharesissuable

Joongho Shin December 17, 2012 December 18, 2014 December 17, 2022 ¥ 344 6,790,000
February 4, 2015 February 4, 2017 February 3, 2025 1,320 3,474,500

HaedinLee December 17, 2012 December 18, 2014 December 17, 2022 344 5,572,000
Takeshi |dezawa December 16, 2013 December 17, 2015 December 16, 2023 344 52,500
February 4, 2015 February 4, 2017 February 3, 2025 1,320 44,000

Jun Masuda December 16, 2013 December 17, 2015 December 16, 2023 344 63,000
February 4, 2015 February 4, 2017 February 3, 2025 1,320 31,500

At the ordinary general meeting of shareholders held on March 30, 2017, we resolved to issue amaximum of 13,125 stock optionsto certain of our directors, to be
allocated within one year of March 30, 2017. A maximum of 1,312,500 shares will beissued in total upon the exercise of such stock options. For more information, see Note 34 of
the notes to our annual consolidated financial statements. In addition, pursuant to the approval of our board of directors on February 23, 2017, we plan to introduce an
employee stock ownership plan in recognition of our employees' contribution to our growth and to further encourage improvement in medium- to long-term business
performance and to grant beneficiary rightsto certain of our employees and those of our subsidiariesin 2017.

Item 7. Major Shareholders and Related Party Transactions

Item 7.A. Major Shareholders

The table bel ow sets forth certain information relating to the sharehol ders of our common stock issued as of December 31, 2016, based on information known to us or

can be ascertained from public filings:

Name of shareholder

Number of shares owned

Per centage of
outstanding shar es

NAVER Corporation®

80.4%

m Prior to our IPO in July 2016, in which weissued 40,250,000 shares of common stock (including over-allotments), NAVER Corporation owned 100.0% of the outstanding
shares of our common stock as aresult of our issuance of common stock to NAVER Corporation in May 2012.

Under the Financial Instruments and Exchange Act, any person who solely or jointly owns more than 5% of the total issued voting shares of a company listed on a
Japanese stock exchange must file areport concerning the shareholding with the director of the relevant local finance bureau. Major shareholders have the same voting rights

per share as all other holders of common stock.

As of December 31, 2016, there were 217,775,500 shares of common stock outstanding. Of the total outstanding shares, 11,223,235 shares were held in the form of
American Depositary Receipts ("ADRS") and 15,317,775 shares were held of record in the form of common stock by residentsin the United States. As of December 31, 2016,
the number of registered ADR holders was three and the number of registered holders of our common stock in the United States was 101.

NAVER Corporation, which has 174,992,000 shares or 80.4% of the voting power of our outstanding capital stock as of December 31, 2016, has the ability to control
the outcome of matters submitted to our shareholders for approval. To our knowledge, there are no arrangements the operation of which may, at a subsequent date, resultin a

changein control of us.
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Item 7.B. Related Party Transactions
NAVER Corporation
I ssuance of Shares

On May 25, 2012, we issued 87,369 shares of our common stock to NAVER Corporation for ¥15,000 million. As of December 31, 2016, NAVER Corporation held a
80.4% voting interest in us.

Mr. Hae Jin Lee, who currently serves as adirector and chairman of our company, also serves as adirector of NAVER Corporation. Mr. Jin Hee Kim, who currently
serves as our corporate auditor, also serves as an executive officer of NAVER Corporation.

Personnel
From time to time we have transfers or secondments of employees from NAVER Corporation and our affiliates, the related personnel expenses of which are borne by
us. Some of our directors, corporate auditors and executive officers concurrently serve in senior positions at certain of our affiliates with which we have ordinary course
business agreements and engage in ordinary course business transactions.
Advertising Service
On January 1, 2014, LINE Plus Corporation, our wholly-owned subsidiary, entered into a service partnership agreement with NAVER Corporation to provide NAVER
Corporation with advertising services viathe LINE platform and the right to use certain LINE charactersin NAVER Corporation's advertising activitiesin exchange for
advertising services to be provided to LINE Plus Corporation viaNAV ER Corporation's portal website, NAVER. We recognized net revenue receivable from NAVER
Corporation of ¥332 millionin 2016 and recorded ¥67 million of outstanding receivables balance from NAVER Corporation as of December 31, 2016.
NAVER Business Platform Cor poration
Data Hosting Services
On December 20, 2010, we entered into a data hosting agreement with NAV ER Business Platform Corporation, pursuant to which NAVER Business Platform
Corporation provides data hosting servicesto us. The agreement was superseded by an information technology service agreement with NAVER Business Platform
Corporation dated April 1, 2013. For such services, we recognized expenses payable to NAVER Business Platform Corporation of ¥7,458 million in 2016 and recorded
¥902 million of outstanding expenses payable balance to NAVER Business Platform Corporation as of December 31, 2016.
For further details on related party transactions, see Note 28 of the notes to our annual consolidated financial statements.
As of December 31, 2016, we had no loans outstanding to our directors, corporate auditors or executive officers.
Item 7.C. Interestsof Expertsand Counsel
Not applicable
Item 8. Financial Information

Item 8.A. Consolidated Statements and Other Financial I nformation

See "Item 18. Financial Statements" and pages F-1 through F-101.
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Legal Proceedings

Weareinvolved in, and may in the future be involved in, legal proceedings, claims and government investigations in the ordinary course of business, including
intellectual property infringement claims. In addition, the nature of our business exposes us to claims related to defamation, rights of publicity and privacy and personal injury
torts resulting from information that is published or made available on the LINE platform. Thisrisk is enhanced in certain jurisdictions outside Japan where our protection from
liability for content published on our platform by third parties may be unclear and where we may be |less protected under local laws than we arein Japan. Our licenses and best
practices may not reduce or eliminate such risks.

Between December 2015 and May 2016, Uniloc USA, Inc. and Uniloc Luxembourg S.A. filed 16 patent infringement lawsuits related to systems and methods for
initiating conference calls against at least 16 instant messaging service providers and telecommuni cations equipment and solution providers, including us, in the U.S. District
Court for the Eastern District of Texas. On June 14, 2016, Uniloc USA, Inc. and Uniloc Luxembourg S.A. filed eight patent infringement lawsuits related to systems and methods
for instant Vol P messaging against at |least eight wireless telecommuni cations manufacturers and instant messaging service providers, including us, in the U.S. District Court
for the Eastern District of Texas. Both complaints seek unspecified monetary damages, costs and injunctiverelief against us. Thefinal outcome of these litigations, including
our liability, if any, with respect to Uniloc's claims, is uncertain. We intend to continue to vigorously defend against these lawsuits.

Dividend Distribution Policy

Since our inception, we have not declared or paid cash dividends on shares of our common stock. Any decision to pay dividendsin the future will be subject to a
number of factors, including our financial condition, results of operations, the level of our retained earnings, capital demands, general business conditions and other factors
our board of directors may deem relevant. We currently intend to retain any future earnings and do not expect to pay any dividendsin the foreseeabl e future. Consequently,
we cannot give any assurance that any dividends may be declared and paid in the future.

If declared, holders of outstanding shares of our capital stock on adividend record date will be entitled to the full dividend declared without regard to the date of
issuance of the shares or any subseguent transfer of the shares. Payment of declared annual dividendsin respect of a particular year, if any, will be made in the following year
after approval by our shareholders at the ordinary general meeting of shareholders, subject to certain provisions of our articles of incorporation and the Companies Act.

Subject to the terms of the deposit agreement for the ADSs, holders of ADSswill be entitled to receive dividends on shares of our common stock represented by
ADSsto the same extent as the holders of shares of our common stock, |ess the fees and expenses payable under the deposit agreement in respect of, and any Japanese tax
applicableto, such dividends. The depositary will generally convert the Japanese yen it receivesinto U.S. dollars and distribute the U.S. dollar amountsto holders of ADSs.
Cash dividends on shares of our common stock, if any, will be paid in Japanese yen.

Item 8.B. Significant Changes

Except as disclosed elsewherein this annual report, we have not experienced any significant changes since the date of our annual consolidated financial statements
included in this annual report.

Item 9. The Offer and Listing
Item 9.A. Offer and Listing Details
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Market Price Information

Our common stock, with no par value per share, has been listed on the First Section of the Tokyo Stock Exchange since July 15, 2016 under the securities
identification code 3938. Our ADSs, each representing one share of our common stock and evidenced by ADRSs, are listed on the New Y ork Stock Exchange under the ticker
symbol "LN."

The table below shows, for the periods indicated, the high and low market prices of our common stock on the Tokyo Stock Exchange and the ADSs on the New Y ork
Stock Exchange.

Tokyo Stock Exchange New York Stock Exchange
Price per shareof common stock Price per shareof ADS
High Low High Low
(Inyen) (In USY$)
Annual highs and lows
Fiscal year 2016 (from July 15, 2016) 5,060 3,820 49.63 3352
Quarterly highs and lows
Third Quarter 2016 (from July 15, 2016) 5,060 3,820 49.63 36.53
Fourth Quarter 2016 5,000 3,955 48.48 3352
First Quarter 2017 (through March 24) 4,185 3,515 37.55 30.96
Monthly highs and lows
September 2016 5,060 4,395 49.63 4153
October 2016 5,000 4,305 48.48 40.46
November 2016 4,410 3,975 40.80 37.39
December 2016 4,455 3,955 38.26 3352
January 2017 4,185 3,625 36.90 31.80
February 2017 3,895 3,515 34.56 30.96
March 2017 (through March 24) 4,185 3,860 37.55 3411

Item 9.B. Plan of Distribution
Not applicable
Item9.C. Markets
Please refer to "Item 9.A. Offer and Listing Details."
Item 9.D. Selling Shareholders
Not applicable
Iten 9.E. Dilution
Not applicable
Item 9.F. Expensesof thelssue
Not applicable
Item 10.  Additional Information
Item 10.A. Share Capital
Not applicable

Item 10.B. Memorandum and Articles of Association

Weare ajoint-stock corporation incorporated in Japan under the Companies Act. The rights of our shareholders are represented by shares of our common stock as
described below, and sharehol ders' liability islimited to the amount of subscription for such shares. As of December 31, 2016, our authorized share capital consisted of
690,000,000 shares of common stock of which 217,775,500 shares were issued and outstanding.
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Book-Entry Transfer System

The Japanese book-entry transfer system for listed shares of Japanese companies under the Book-Entry Act apply to the shares of our common stock. Under this
system, shares of all Japanese companies listed on any Japanese stock exchange are dematerialized. Under the book-entry transfer system, in order for any person to hold, sell
or otherwise dispose of listed shares of Japanese companies, they must have an account at an account management institution unless such person has an account at JASDEC.
" Account management institutions" are financial instruments business operators (i.e., securities firms), banks, trust companies and certain other financial institutions that meet
the requirements prescribed by the Book-Entry Act, and only those financial institutions that meet the further stringent requirements of the Book-Entry Act can open accounts
directly at JASDEC.

The following description of the book-entry transfer system assumes that the relevant person has no account at JASDEC.

Under the Book-Entry Act, any transfer of sharesis effected through book-entry, and the title to the shares passes to the transferee at the time when the transferred
number of sharesisrecorded in the transferee's account at an account management institution. The holder of an account at an account management institution is presumed to
be thelegal owner of the shares held in such account.

Under the Companies Act, in order to assert shareholders' rights against us, the transferee must have its name and address registered in the register of our
shareholders, except in limited circumstances. Under the book-entry transfer system, such registration is generally made upon receipt of an all shareholders notice (as
described in "— Register of Shareholders") from JASDEC. For this purpose, shareholders are required to file their names and addresses with our transfer agent through the
account management institution and JASDEC. See "— Register of Shareholders" for more information.

Non-resident shareholders are required to appoint a standing proxy in Japan or provide amailing address in Japan. Each such shareholder must give notice of their
standing proxy or amailing address to the relevant account management institution. Such notice will be forwarded to our transfer agent through JASDEC. Japanese securities
firms and commercial banks customarily act as standing proxies and provide related services for standard fees. Notices from us to non-resident shareholders are delivered to
the standing proxies or mailing addresses.

Register of Shareholders

Under the book-entry transfer system, the registration of names, addresses and other information of shareholdersin the register of our shareholderswill be made by
us upon the receipt of an all shareholders notice (soukabunushi tsuchi) (with the exception that in the event of the issuance of new shares, we will register the names,
addresses and other information of our shareholdersin the register of our shareholders without an all shareholders notice from JASDEC) given to us by JASDEC, which will
give us such all shareholders notice based on information provided by the account management institutions. Such all shareholders notice will be made only in cases
prescribed under the Book-Entry Act such as when we fix the record date and when we make a reguest to JASDEC with any justifiable reason. Therefore, a shareholder may
not assert shareholders' rights against usimmediately after such shareholder acquires our shares, unless such shareholder's name and address are registered in the register of
our shareholders upon our receipt of an all shareholders notice; provided, however, that, in respect of the exercise of rights of minority sharehol ders as defined in the Book-
Entry Act, ashareholder may exercise such rights upon giving us an individual shareholder notice (kobetsukabunushi tsuchi) through JASDEC only during a certain period
prescribed under the Book-Entry Act.
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Distribution of Surplus

Under the Companies Act, the distribution of dividends takes the form of distribution of Surplus, and adistribution of Surplus may be madein cash and/or in kind,
with no restrictions on the timing and frequency of such distributions. The Companies Act generally requires ajoint-stock corporation to make distributions of Surplus
authorized by aresolution of ageneral meeting of shareholders. Distributions of Surplus are, however, permitted pursuant to aresolution of the board of directorsif:

(a) the company'sarticles of incorporation so provide (our articles of incorporation do not have provisionsto this effect);
(b) thenormal term of office of directorsisno longer than one year (our articles of incorporation do not have provisionsto this effect); and

(c) the company's non-consolidated annual financial statements and certain documents for the latest fiscal year fairly present its assets and profit or loss, as
required by the ordinances of the Ministry of Justice.

In an exception to the aboverule, even if the requirements described in (&) through (c) are not met, the company may be permitted to make distributions of Surplusin
cash to its sharehol ders by resolution of the board of directors once per fiscal year if its articles of incorporation so provide. Our articles of incorporation provide for
distributions of Surplusin cash by resolution of the board of directors as interim dividends, the record date for which is June 30 of each year.

A resolution of ageneral meeting of shareholders authorizing a distribution of Surplus must specify the kind and aggregate book val ue of the assetsto be
distributed, the manner of allocation of such assets to shareholders and the effective date of the distribution. If adistribution of Surplusisto be madein kind, we may,
pursuant to aresolution of ageneral meeting of shareholders, grant aright to the shareholders to require us to make such distribution in cash instead of in kind. If no such
right is granted to shareholders, the relevant distribution of Surplus must be approved by a special resolution of a general meeting of shareholders. See"— Voting Rights" for
more details regarding a special resolution. Our articles of incorporation provide that we are relieved of our obligation to pay any distributionsin cash that go unclaimed for
three years after the date they first become payable.

Restriction on Distribution of Surplus

Under the Companies Act, we may distribute Surplus up to the excess of the aggregate of (a) and (b) below, less the aggregate of (c) through (f) below, as of the
effective date of such distribution, if our net assets are not | ess than ¥3,000,000:

(&) theamount of Surplus, as described below;

(b) intheevent that extraordinary financial statements as of, or for a period from the beginning of the fiscal year to, the specified date are approved, the aggregate
amount of (i) the aggregate amount as provided for by an ordinance of the Ministry of Justice as the net income for such period described in the statement of
income constituting the extraordinary financial statements, and (ii) the amount of consideration that we received for the treasury stock that we disposed of
during such period;

(c) thebook value of our treasury stock;

(d) intheevent that we disposed of treasury stock after the end of the previous fiscal year, the amount of consideration that we received for such treasury stock;

(e) intheevent described in (b) in this paragraph, the aggregate amount as provided for by an ordinance of the Ministry of Justice as the net loss for such period
described in the statement of income constituting the extraordinary financial statements; and

(f) certain other amounts set forth in the ordinances of the Ministry of Justice, including (if the sum of one-half of goodwill and the deferred assets exceeds the
total of share capital, additional paid-in capital and legal earnings reserve, each such amount asit appears on the balance sheet as of the end of the previous
fiscal year) all or acertain part of such excess amount as calculated in accordance with the ordinances of the Ministry of Justice.
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For the purposes of this section, the amount of "Surplus" is the excess of the aggregate of (1) through (IV) below, |ess the aggregate of (V) through (V11) below:
(I) theaggregate of other capital surplusand other retained earnings at the end of the previousfiscal year;

(1) inthe event that we disposed of treasury stock after the end of the previousfiscal year, the difference between the book value of such treasury stock and the
consideration that we received for such treasury stock;

(1) in the event that we reduced our share capital after the end of the previous fiscal year, the amount of such reduction less the portion thereof that has been
transferred to additional paid-in capital and/or legal earningsreserve (if any);

(IV) in the event that we reduced additional paid-in capital and/or legal earnings reserve after the end of the previousfiscal year, the amount of such reduction
less the portion thereof that has been transferred to share capital (if any);

(V) intheevent that we cancelled treasury stock after the end of the previousfiscal year, the book value of such treasury stock;
(V1) inthe event that we distributed Surplus after the end of the previous fiscal year, the aggregate of the following amounts:

(1) the aggregate amount of the book value of the distributed assets, excluding the book value of such assets that would be distributed to shareholders but
for their exercise of theright to receive dividendsin cash instead of dividendsin kind;

(2) the aggregate amount of cash distributed to shareholders who exercised the right to receive dividends in cash instead of dividendsin kind; and
(3) theaggregate amount of cash paid to shareholders holding fewer shares than the shares that were required in order to receive dividendsin kind;
(V1) the aggregate amounts of (1) through (4) below, less (5) and (6) below:
(1) inthe event that the amount of Surpluswas reduced and transferred to additional paid-in capital, legal earnings reserve and/or share capital after the end

of the previousfiscal year, the amount so transferred;

(2) inthe event that we distributed Surplus after the end of the previousfiscal year, the amount set aside in additional paid-in capital and/or legal earnings
reserve;

(3) intheevent that we disposed of treasury stock in the process of (x) a merger in which we acquired all rights and obligations of acompany, (y) acorporate
split in which we acquired all or apart of the rights and obligations of a split company or (z) a share exchange (kabushiki kokan) in which we acquired all
shares of acompany after the end of the previousfiscal year, the difference between the book value of such treasury stock and the consideration that we
received for such treasury stock;
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(4) intheevent that the amount of Surplus was reduced in the process of acorporate split in which we transferred all or apart of our rights and obligations
after the end of the previous fiscal year, the amount so reduced;

(5) intheevent of (x) amerger in which we acquired al rights and obligations of a company, (y) a corporate split in which we acquired all or a part of the
rights and obligations of a split company or (z) ashare exchange in which we acquired all shares of acompany after the end of the previousfiscal year,
the aggregate amount of (i) the amount of the other capital surplus after such merger, corporate split or share exchange, less the amount of other capital
surplus before such merger, corporate split or share exchange, and (ii) the amount of the other retained earnings after such merger, corporate split or
share exchange, less the amount of other retained earnings before such merger, corporate split or share exchange; and

(6) inthe event that an obligation to cover adeficiency, such as the obligation of a person who subscribed newly issued shares with an unfair amount to be
paid in, wasfulfilled after the end of the previousfiscal year, the amount of other capital surplusincreased by such payment.

In Japan, the "ex-dividend" date and the record date for any distribution of Surplus come before the date a company determines the amount of distribution of
Surplusto be paid.

For information as to Japanese taxes on dividends, please refer to " Taxation — Japanese Taxation."
Capital and Reserves

Under the Companies Act, the paid-in amount of any newly-issued shares of stock is required to be accounted for as share capital, although we may account for an
amount not exceeding one-half of such paid-in amount as additional paid-in capital. We may generally reduce additional paid-in capital and/or legal earnings reserve by
resolution of ageneral meeting of shareholders, subject to completion of protection procedures for creditorsin accordance with the Companies Act, and, if so decided by the
same resol ution, we may account for the whole or any part of the amount of such reduction as share capital. We may generally reduce share capital by a special resolution of a
general meeting of shareholders and, if so decided by the same resol ution, we may account for the whole or any part of the amount of such reduction as additional paid-in
capital.

Stock Splits

Under the Companies Act, we may at any time split sharesin issueinto a greater number of the same class of shares by aresolution of the board of directors. When
astock split isto be made, we must give public notice of the stock split, specifying the record date therefor, at |east two weeks prior to such record date.

Under the book-entry transfer system, on the effective date of the stock split, the numbers of shares recorded in all accounts held by our shareholders at account
management institutions will be increased in accordance with the applicable ratio.
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Gratuitous Allocations

Under the Companies Act, we may allot any class of sharesto our existing sharehol ders without any additional contribution by resolution of the board of directors;
provided that although our treasury stock may be allotted to our shareholders, any allotment of shareswill not accrue to shares of our treasury stock.

When agratuitous allocation is to be made and we set arecord date therefor, we must give public notice of the gratuitous all ocation, specifying the record date
therefor, at least two weeks prior to the record date.

Under the book-entry transfer system, on the effective date of the gratuitous all ocation, the number of shares of our common stock recorded in accounts held by
our shareholders at account management institutions will be increased in accordance with a notice from usto JASDEC.

Reverse Stock Split

Under the Companies Act, we may at any time consolidate our sharesinto asmaller number of shares by a special resolution of the general meeting of shareholders.
We must disclose the reason for the reverse stock split at the general meeting of shareholders. When areverse stock split isto be made, we must give public notice of the
reverse stock split, at least two weeks (or, in certain cases where any fractions of shares are |eft as aresult of areverse stock split, 20 days) prior to the effective date of the
reverse stock split.

Under the book-entry transfer system, on the effective date of the reverse stock split, the numbers of shares recorded in all accounts held by our shareholders at
account management institutions will be decreased in accordance with the applicable ratio.

Unit Share System

General

Our articles of incorporation provide that 100 shares constitute one "unit" of common stock. Our board of directorsis permitted to reduce the number of shares that
will constitute one unit or to abolish the unit share system entirely by amending our articles of incorporation, without shareholders' approval, with public notice without delay
after the effective date of such amendment.

Transferability of Shares Constituting Less Than One Unit

Under the book-entry transfer system, shares constituting less than one unit are transferable. Under the rules of the Japanese stock exchanges, however, shares
constituting less than one unit do not comprise atrading unit, except in limited circumstances, and accordingly may not be sold on the Japanese stock exchanges.

Voting Rights of a Holder of Shares Constituting Less Than One Unit

A holder of shares constituting less than one unit cannot exercise any voting rights pertaining to those shares. In cal culating the quorum for various voting
purposes, the aggregate number of shares constituting less than one unit will be excluded from the number of outstanding shares. A holder of shares representing one or more
whole unitswill have one vote for each whol e unit represented.

A holder of shares constituting less than one unit does not have any rights related to voting, such as the right to participate in ademand for the resignation of a
director, theright to participate in arequest for the convocation of a general meeting of shareholders and the right to join with other sharehol ders to propose a matter to be
included in the agenda of ageneral meeting of shareholders.
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In accordance with the Companies Act, our articles of incorporation provide that a holder of shares constituting less than one unit does not have any other rights of
ashareholder in respect of those shares, other than those provided by our articles of incorporation, including the following rights:

+ toreceivedividends,
* toreceive cash or other assetsin case of areverse stock split or stock split, share exchange, share transfer or merger;
+ tobeallotted rights to subscribe for free for new shares and stock acquisition rights when such rights are granted to shareholders; or
*  to participate in any distribution of surplus assets upon liquidation.
Rights of a Holder of Shares Constituting Less Than One Unit to Require Usto Purchase Shares and to Sell Shares

Under the Companies Act, a holder of shares constituting less than one full unit may at any time request that we purchase such shares. In addition, our articles of
incorporation provide that, pursuant to our share handling regulations, a holder of shares constituting less than one full unit has the right to request that we sell to such
holder such number of shares constituting less than one full unit which, when added to the shares constituting less than one full unit currently owned by such holder, will
constitute one full unit.

Under the book-entry system, such arequest must be made to us through the relevant account managing institution. The price at which shares of common stock
constituting less than one unit will be purchased or sold by us pursuant to such arequest will be equal to (a) the closing price of shares of our common stock reported by the
Tokyo Stock Exchange on the day when the request isreceived by our transfer agent or (b) if no sale takes place on the Tokyo Stock Exchange on that day, the price at which
the sale of shares of our common stock is executed on such stock exchange immediately thereafter.

General Mesting of Shareholders

Our ordinary general meeting of shareholdersisusually held every March in Tokyo, Japan. The record date for an ordinary general meeting of shareholdersis
December 31 of each year. In addition, we may hold an extraordinary general meeting of shareholders whenever necessary by giving at least two weeks' advance notice to
shareholders.

Notice of convocation of ageneral meeting of shareholders setting forth the time, place, purpose thereof and certain other matters set forth in the Companies Act
and relevant ordinances must be mailed to each shareholder having voting rights (or, in the case of anon-resident shareholder, to his or her standing proxy or mailing address
in Japan) at |east two weeks prior to the date set for such meeting. Such notice may be given to shareholders by electronic means, subject to the consent of the relevant
shareholders.

Any shareholder or group of shareholders holding at |east 3% of the total number of voting rights for a period of six months or more may require, with an individual
shareholder notice (as described in "— Register of Shareholders"), the convocation of ageneral meeting of shareholders for a particular purpose. Unless such general meeting
of shareholdersis convened without delay or a convocation notice of a meeting which isto be held not later than eight weeks from the day of such demand is dispatched, the
requiring shareholder may, upon obtaining a court approval, convene such general meeting of shareholders.

98




Any shareholder or group of shareholders holding at least 300 voting rights or 1% of the total number of voting rights for a period of six months or more may
propose a matter to be included in the agenda of a general meeting of shareholders, and may propose to describe such matter together with a summary of the proposal to be
submitted by such shareholder in anotice to our shareholders, by submitting arequest to a director at least eight weeks prior to the date set for such meeting, with an
individual shareholder notice.

The Companies Act enables acompany to amend its articles of incorporation in order to |oosen the requirements for the number of shares held and shareholding
period, as well asthe period required for dispatching a convocation notice or submission of requests, all of which are required for any shareholder or group of shareholdersto
request the convocation of ageneral meeting of shareholders or to propose a matter to be included in the agenda of a general meeting of shareholders. Our articles of
incorporation do not provide for loosening such requirements.

Voting Rights

A shareholder of record is entitled to one vote per unit (100 shares) of common stock, except that neither we nor any corporation, partnership or other similar entity
in which we hold, directly or indirectly, 25% or more of the voting rights shall exercise any voting rightsin respect of shares held by us or such entity, as the case may be.
Except as otherwise provided by law or by our articles of incorporation, aresolution can be adopted at a general meeting of shareholders by a majority of the voting rights
represented at the meeting. Shareholders may also exercise their voting rights through proxies, provided that the proxy is granted to one of our shareholders having voting
rights. The Companies Act and our articles of incorporation provide that the quorum for the el ection of directors and corporate auditorsis one-third of the total number of
voting rights. Our articles of incorporation provide that the shares may not be voted cumul atively for the election of directors.

The Companies Act provides that a special resolution of the general meeting of shareholdersis required for certain significant corporate transactions, including:

* any amendment to our articles of incorporation (except for amendments that may be authorized solely by the board of directors under the Companies Act);

» areduction of share capital, subject to certain exceptions under which a shareholders' resolution is not required, such as areduction of share capital for the
purpose of replenishing capital deficiencies;

+ transfer of the whole or a part of our equity interestsin any of our subsidiaries, subject to certain exceptions under which a shareholders' resolution is not
required;

» adissolution, merger or consolidation, subject to certain exceptions under which a shareholders' resolution is not required;

+ thetransfer of the whole or a substantial part of our business, subject to certain exceptions under which a shareholders' resolution is not required;

+ thetaking over of the whole of the business of any other corporation, subject to certain exceptions under which a shareholders' resolution is not required;
» acorporate split, subject to certain exceptions under which a shareholders' resolution is not required;

* shareexchange (kabushiki kokan) or share transfer (kabushiki iten) for the purpose of establishing 100% parent-subsidiary relationships, subject to certain
exceptions under which a shareholders' resolution is not required;
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* any issuance of new shares or transfer of existing shares held by us astreasury stock at a"specially favorable" price and any issuance of stock acquisition
rights or bonds with stock acquisition rights at a"specially favorable" price or in a"specially favorable" condition to any persons other than shareholders;

* any acquisition by us of our own shares from specific persons other than our subsidiaries (if any);
*  reverse stock split; or
+ theremoval of acorporate auditor.

Except as otherwise provided by law or in our articles of incorporation, a special resolution of the general meeting of shareholders requires the approval of the
holders of at |east two-thirds of the voting rights of all shareholders present or represented at a meeting where a quorum is present. Our articles of incorporation provide that a
quorum exists when amajority of the total number of voting rightsis present or represented.

Liquidation Rights

If we are liquidated, the assets remaining after payment of all taxes, liquidation expenses and debts will be distributed among shareholdersin proportion to the
number of sharesthey hold.

Rightsto Allotment of Shares

Holders of shares of our common stock have no pre-emptive rights. Authorized but unissued shares may be issued at the times and on the terms as the board of
directors determines, so long as the limitations with respect to the issuance of new shares at "specially favorable" prices (as described in "— Voting Rights") are observed.
Our board of directors may, however, determine that shareholders shall be given rights to allotment regarding a particular issue of new shares, in which case such rights must
be given on uniform termsto all holders of the shares as of arecord date for which not less than two weeks' prior public notice must be given. Each shareholder to whom such
rights are given must also be given notice of the expiration date thereof at least two weeks prior to the date on which such rights expire. Therightsto allotment of new shares
may not be transferred. However, the Companies Act enables usto allot stock acquisition rights to shareholders without consideration therefor, and such stock acquisition
rights are transferable. See "— Stock Acquisition Rights' below.

In cases where a particul ar issuance of new shares (i) violates laws and regulations or our articles of incorporation, or (ii) will be performed in amanner materially
unfair, and shareholders may suffer disadvantages therefrom, such shareholders may file an injunction with a court of law to enjoin such issuance.

Stock Acquisition Rights

Subject to certain conditions and to the limitations on issuances at a"specially favorable" price or on "specially favorable" conditions described in "— Voting
Rights," we may issue stock acquisition rights (shinkabu yoyakuken) and bonds with stock acquisition rights (shinkabu yoyakuken-tsuki shasai) by aresolution of the
board of directors. Holders of stock acquisition rights may exercise their rights to acquire a certain number of shares within the exercise period as set forth in the terms of their
stock acquisition rights. Upon exercise of stock acquisition rights, we will be obligated either to issue the relevant number of new shares or, alternatively, to transfer the
necessary number of shares of treasury stock held by us.
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Record Date

Therecord date for annual dividends and the determination of shareholders entitled to vote at the ordinary general meeting of our shareholdersis December 31.

In addition, by aresolution of the board of directors, we may set arecord date for determining the shareholders entitled to other rights and for other purposes by
giving at least two weeks' prior public notice.

Under the rules of JASDEC, we are required to give notice of each record date to JASDEC promptly after the resolution of the board of directors determining such
record date. JASDEC isrequired to promptly give us notice of the names and addresses of the holders of shares of our common stock, the number of shares of our common
stock held by them and other relevant information as at each record date.

Purchase of Our Own Shares
Under the Companies Act, we may acquire our own shares:

* by purchase on any stock exchange on which our shares are listed or by way of tender offer, pursuant to aresolution of our board of directors subject to
certain requirements

* by purchase from a specific party other than any of our subsidiaries, pursuant to a special resolution of ageneral meeting of shareholders; and
* by purchase from any of our subsidiaries, pursuant to a resolution of the board of directors.

I1f we acquire our own shares from a specific party other than any of our subsidiaries as specified above at a price higher than the greater of (i) () the closing price
of the shares at the market trading such shares on the day immediately preceding the day on which the relevant special resolution of a general meeting of shareholdersis made
or (b) if no saletakes place at such market on that day, the price at which the sale of the sharesis effected on such market immediately thereafter and (ii) in the event that such
shares are subject to atender offer, the price set in the contract regarding such tender offer on that day, shareholders may request that we include him or her asthe seller of his
or her sharesin the proposed purchase. Any such acquisition of shares must satisfy certain requirements, such as that we may only acquire our own sharesin an aggregate
amount up to the amount that we may distribute as Surplus. See "— Distribution of Surplus" above for more details regarding this amount.

Our own shares acquired by us may be held by us as treasury stock for any period or may be cancelled by resolution of the board of directors. We may also transfer
the shares held by us to any person, subject to aresolution of the board of directors, and subject also to other requirements similar to those applicable to the issuance of new
shares, as described in "— Rightsto Allotment of Shares" above. We may also utilize our treasury stock (x) for the purpose of transfer to any person upon exercise of stock
acquisition rights or (y) for the purpose of acquiring another company by way of merger, share exchange, or corporate split through exchange of treasury stock for shares or
assets of the acquired company.

Request by Controlling Shareholder to Sell All Shares

Under the Companies Act and our articles of incorporation, in general, a shareholder holding 98% or more of our voting rights, directly or through wholly-owned
subsidiaries, shall have the right to request that all other shareholders (and all other holders of stock acquisition rights, as the case may be) sell all shares (and all stock
acquisition rights, as the case may be) held by them with our approval, which must be made by aresolution of the board of directors (kabushiki tou uriwatashi seikyu, or a
"Share Sales Request"). In order to make a Share Sales Request, such controlling shareholder will be required to issue a prior notice to us. If we approve such Share Sales
Request, we will be required to make apublic notice to all holders and registered pledgees of shares (and stock acquisition rights, as the case may be) not later than 20 days
before the effective date of such sales.
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Saleby Usof SharesHeld by Shareholder s Whose Addresses Are Unknown

Under the Companies Act, we are not required to send a notice to a shareholder if notices to such shareholder fail to arrive for a continuous period of five or more
years at the registered address of such shareholder in the register of our shareholders or at the address otherwise notified to us.
In addition, we may sell or otherwise dispose of the shares held by a sharehol der whose location is unknown. Generally, if

* noticesto ashareholder fail to arrive for a continuous period of five or more years at the shareholder's registered address in the register of our shareholders or
at the address otherwise notified to us, and

»  theshareholder failsto receive distribution of Surplus on the shares for a continuous period of five or more years at the address registered in the register of our
shareholders or at the address otherwise notified to us,

we may sell or otherwise dispose of the shareholder's shares at the market price after giving at least three months' prior public and individual notices, and hold or deposit the
proceeds of such sale or disposal for the shareholder.

Reporting of Substantial Shareholdings

The FIEA and itsrelated regulations require any person who has become beneficially, solely or jointly, a holder of more than 5% of total issued shares of our
common stock, to file with the director of arelevant local finance bureau of the Ministry of Finance within five business days areport concerning such shareholdings. With
certain exceptions, asimilar report must also be filed in respect of any subsequent change of 1% or more in any such holdings or any change in material matters set out in
reports previously filed. For this purpose, shares of our common stock issuable to such person upon exchange of exchangeable securities, conversion of convertible securities
or exercise of warrants or stock acquisition rights (including those incorporated in bonds with stock acquisition rights) are taken into account in determining both the number
of our shares held by the holder and our total issued share capital.

Item 10.C. Material Contracts

For the two yearsimmediately preceding the date of this annual report, we have not been a party to any material agreements other than in the ordinary course of
business.

Item 10.D. Exchange Controls

The Foreign Exchange and Foreign Trade Act of Japan (Gaikoku Kawase oyobi Gaikoku Boueki Hou) and related cabinet orders and ministerial ordinances, which
we refer to collectively as the Foreign Exchange Regulations, govern certain aspects relating to the acquisition and holding of shares by "exchange non-residents" and by
"foreign investors" (asthese terms are defined below). It also appliesin some cases to the acquisition and holding of ADSs representing shares of our common stock acquired
and held by non-residents of Japan and by foreign investors. In general, the Foreign Exchange Regulations currently in effect do not affect transactions between exchange
non-residents to purchase or sell shares or ADSs outside Japan using currencies other than Japanese yen.
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Exchange residents are defined in the Foreign Exchange Regulations as:

(@) individuals who reside within Japan; or

(i) corporations whose principal offices are located within Japan.
Exchange non-residents are defined in the Foreign Exchange Regulations as:
(@) individuals who do not reside in Japan; or

(i) corporations whose principal offices are located outside Japan.

Generally, branches and other offices of non-resident corporations located within Japan are regarded as exchange residents. Conversely, branches and other offices
of Japanese corporations located outside Japan are regarded as exchange non-residents.

Foreign investors are defined in the Foreign Exchange Regulations as:
(@) individual s who do not reside in Japan;
(i) corporations or other entities organized under the laws of foreign countries or whose principal offices are located outside Japan;

(iii) corporations of which 50% or more of the total voting rights are held, directly or indirectly, by individuals and/or corporations falling within (i) and/or
(ii) above; or

(iv) corporations or other entities having amajority of either (A) directors or other persons equivalent thereto or (B) directors or other persons equivalent thereto
having the power of representation who are non-resident individuals.

Acquisition of Shares

Acquisition by an exchange non-resident of shares of a Japanese corporation from an exchange resident requires post facto reporting by the exchange resident to
the Minister of Finance of Japan through the Bank of Japan. No such reporting requirement isimposed, however, if:

(@) the aggregate purchase price of the relevant sharesis ¥100 million or less;

(i) the acquisition is effected through any bank, financial instruments business operator or other entity prescribed by the Foreign Exchange Regulations acting
as an agent or intermediary; or

(iii) the acquisition constitutes an "inward direct investment" described below.
Inward Direct Investment in Sharesof Listed Corporations

If aforeign investor acquires shares of a Japanese company that islisted on a Japanese stock exchange, such as the shares of our common stock, or that is traded
on an over-the-counter market in Japan and, as aresult of the acquisition, the foreign investor, in combination with any existing holdings, directly or indirectly holds 10% or
more of the issued shares of the relevant company, such acquisition constitutes an "inward direct investment" and the foreign investor in general must file areport of the
acquisition with the Minister of Finance and any other competent Ministers having jurisdiction over that Japanese company by the 15th day of the month immediately
following the month to which the date of such acquisition belongs. In limited circumstances, such as where the foreign investor isin a country that is not listed on an
exemption schedule in the Foreign Exchange Regulations, or where that Japanese company is engaged in certain businesses designated by the Foreign Exchange Regulations,
aprior notification of the acquisition must be filed with the Minister of Finance and any other competent Ministers, who may then modify or prohibit the proposed acquisition.

103




Acquisition of shares by foreign investors by way of stock split is not subject to any of the foregoing notification or reporting requirements.
Dividends and Proceeds of Sale

Under the Foreign Exchange Regulations, dividends paid on, and the proceeds from sales in Japan of, shares held by exchange non-residents of Japan may
generally be converted into any foreign currency and repatriated abroad.

Item 10.E. Taxation
Japanese Taxation

The following isageneral summary of the principal Japanese tax consequences (limited to national tax) to owners of shares of our common stock, in the form of
shares or ADSs, who are non-resident individual s of Japan or who are non-Japanese corporations without a permanent establishment in Japan, collectively referred toin this
section as non-resident holders. The statements below regarding Japanese tax |aws are based on the laws and treaties in force and asinterpreted by the Japanese tax
authorities as of the date of thisannual report, and are subject to changes in applicable Japanese laws, tax treaties, conventions or agreements, or in the interpretation of them,
occurring after that date. This summary is not exhaustive of all possible tax considerations that may apply to a particular investor, and potential investors are advised to satisfy
themselves as to the overall tax consequences of the acquisition, ownership and disposition of shares of our common stock, including, specifically, the tax consequences
under Japanese law, under the laws of the jurisdiction of which they are resident and under any tax treaty, convention or agreement between Japan and their country of
residence, by consulting their own tax advisors.

For the purpose of Japanese tax law and the tax treaty between the United States and Japan, aU.S. holder of ADSswill generally be treated as the owner of the
shares underlying the ADSs evidenced by the ADRs.

Generally, anon-resident holder of shares or ADSswill be subject to Japanese income tax collected by way of withholding on dividends (meaning in this section
distributions made from our retained earnings for the Companies Act purposes) we pay with respect to shares of our common stock and such tax will be withheld prior to
payment of dividends. Stock splits generally are not subject to Japanese income or corporation taxes.

In the absence of any applicable tax treaty, convention or agreement reducing the maximum rate of Japanese withholding tax or allowing exemption from Japanese
withholding tax, the rate of the Japanese withholding tax applicable to dividends paid by Japanese corporations on their shares of stock to non-resident holdersis generally
20.42% (or 20% for dividends due and payable on or after January 1, 2038) under Japanese tax law. However, with respect to dividends paid on listed shares issued by a
Japanese corporation (such as shares or ADSs) to non-resident holders, other than any individual shareholder who holds 3% or more of the total number of sharesissued by
the relevant Japanese corporation (to whom the aforementioned withhol ding tax rate will still apply), the aforementioned withholding tax rate is reduced to (i) 15.315% for
dividends due and payable up to and including December 31, 2037 and (ii) 15% for dividends due and payable on or after January 1, 2038. The withholding tax rates described
above include the special reconstruction surtax (2.1% multiplied by the original applicable withholding tax rate, i.e., 15% or 20%, as the case may be), which isimposed during
the period from and including January 1, 2013 to and including December 31, 2037, to fund the reconstruction from the Great East Japan Earthquake.

If distributions were made from our capital surplus, rather than retained earnings, for the Companies Act purposes, the portion of such distributionsin excess of the
amount corresponding to apro rata portion of return of capital as determined under Japanese tax laws would be deemed dividends for Japanese tax purposes, while the rest
would be treated as return of capital for Japanese tax purposes. The deemed dividend portion, if any, would generally be subject to the same tax treatment as dividends as
described above, and the return of capital portion would generally be treated as proceeds derived from the sale of shares and subject to the same tax treatment as sale of
shares of our common stock as described below. Distributions made in consideration of repurchase by us of our own shares or in connection with certain reorganization
transactions will be treated substantially in the same manner.
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Japan hasincome tax treaties whereby the withholding tax rate (including the special reconstruction surtax) may be reduced, generally to 15%, for portfolio
investors, with, among others, Belgium, Canada, Denmark, Finland, Germany, Ireland, Italy, Luxembourg, New Zealand, Norway, Singapore and Spain, while the income tax
treaties with, among others, Australia, France, Hong Kong, the Netherlands, Portugal, Sweden, Switzerland, the United Arab Emirates, the United Kingdom and the United
States generally reduce the withholding tax rate to 10% for portfolio investors. In addition, under the income tax treaty between Japan and the United States, dividends paid to
pension funds which are qualified U.S. residents eligible to enjoy treaty benefits are exempt from Japanese income taxation by way of withholding or otherwise unless the
dividends are derived from the carrying on of abusiness, directly or indirectly, by the pension funds. Similar treatment is applicable to dividends paid to pension funds under
the income tax treaties between Japan and the Netherlands, Switzerland and the United Kingdom. Under Japanese tax law, any reduced maximum rate applicable under atax
treaty shall be available when such maximum rate is below the rate otherwise applicable under the Japanese tax law referred to in the second preceding paragraph with respect
to the dividends to be paid by us on our shares or ADSs.

Non-resident holders of our shares who are entitled under an applicable tax treaty to areduced rate of, or exemption from, Japanese withholding tax on any
dividends on our shares, in general, are required to submit, through the withholding agent to the relevant tax authority prior to the payment of dividends, an Application Form
for Income Tax Convention regarding Relief from Japanese Income Tax and Special Income Tax for Reconstruction on Dividends together with any required forms and
documents. A standing proxy for anon-resident holder of shares of our common stock or ADSs may be used in order to submit the application on a non-resident holder's
behalf. In thisregard, a certain simplified specia filing procedure is available for non-resident holdersto claim treaty benefits of reduction of or exemption from Japanese
withholding tax, by submitting a Special Application Form for Income Tax Convention regarding Relief from Japanese Income Tax and Special Income Tax for Reconstruction
on Dividends of Listed Stock, together with any required forms or documents. If the depositary needsinvestigation to identify whether any non-resident holders of ADSs are
entitled to claim treaty benefits of exemption from or reduction of Japanese withholding tax the depositary or its agent submits an application form before payment of dividends
so that the withholding cannot be made in connection with such holders for eight months after the record date concerning such payment of dividends. If it is proved that such
holders are entitled to claim treaty benefits of exemption from or reduction of Japanese withholding tax within the foregoing eight-month period, the depositary or its agent
submits another application form together with certain other documents so that such holder can be subject to exemption from or reduction of Japanese withholding tax. To
claim this reduced rate or exemption, such non-resident holder of ADSswill berequired to file a proof of taxpayer status, residence and beneficial ownership, as applicable, and
to provide other information or documents as may be required by the depositary. Non-resident holders who are entitled, under any applicable tax treaty, to areduced rate of
Japanese withholding tax below the rate otherwise applicable under Japanese tax law, or exemption therefrom, as the case may be, but fail to submit the required applicationin
advance may nevertheless be entitled to claim arefund from the relevant Japanese tax authority of withholding taxes withheld in excess of the rate under an applicable tax
treaty (if such non-resident holders are entitled to areduced treaty rate under the applicable tax treaty) or the full amount of tax withheld (if such non-resident holders are
entitled to an exemption under the applicable tax treaty), as the case may be, by complying with a certain subsequent filing procedure. We do not assume any responsibility to
ensure withholding at the reduced treaty rate, or exemption therefrom, for shareholders who would be eligible under an applicable tax treaty but who do not follow the required
procedures as stated above.
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Gains derived from the sale of our shares or ADSs outside Japan by a non-resident holder that is a portfolio investor will generally not be subject to Japanese
income or corporation taxes. Japanese inheritance and gift taxes, at progressive rates, may be payable by an individual who has acquired from another individual our shares or
ADSsas alegatee, heir or donee, even if none of the acquiring individual, the decedent or the donor is a Japanese resident.

United States Federal Income Taxation

Thefollowing discussion isasummary of the material U.S. federal income tax consequences of the acquisition, ownership and disposition of shares of our common
stock or ADSs, based on the Internal Revenue Code of 1986, as amended (the "Code"), U.S. Treasury regul ations promulgated thereunder, published administrative
interpretations of the U.S. Internal Revenue Service ("IRS"), judicial decisions and the income tax treaty between the United States and Japan (the "Tax Convention™), all of
which are subject to differing interpretations and to change, possibly with retroactive effect. This summary does not purport to be a comprehensive description of all of the tax
conseguences that may be relevant to the holding or disposition of shares of our common stock or ADSs. This summary appliesonly to U.S. Holders (as defined below) that
hold shares of our common stock or ADSs as "capital assets' for U.S. federal income tax purposes. It does not address the tax treatment of investors subject to special tax
rules, such as banks or other financial institutions, tax-exempt entities, partnerships (or entities or arrangements treated as partnerships for U.S. federal income tax purposes) or
partners therein, insurance companies, dealersin securities, tradersin securities that elect mark to market treatment for their securities, a person whose functional currency for
tax purposesis not the U.S. dollar, investors that own or are treated as owning 10% or more of our voting stock (taking into account common shares held directly or through
depositary arrangements), or investors that hold common shares or ADSs as part of a straddle, hedging, conversion or other integrated transaction. In addition, this summary
does not address the tax consequences to U.S. Holders of acquiring, owning, or disposing of the common shares or ADSs under any U.S. federal estate or gift tax, U.S.
alternative minimum tax, or U.S. state or local, foreign or other tax laws (such as the Medicare contribution tax on net investment income).

For purposes of thisdiscussion, "U.S. Holder" means a beneficial owner of common shares or ADSsthat isfor U.S. federal income tax purposes (i) an individual
who isacitizen or resident of the United States, (ii) a corporation (or other entity treated as a corporation for U.S. federal income tax purposes) created in, or organized under
the law of, the United States, any State thereof or the District of Columbia, or (iii) otherwise subject to U.S. federal income tax on a net income basis with respect to the common
shares or ADSs.

Thissummary is based, in part, upon the representations made by the depositary to us and assumes that the deposit agreement for the ADSs, and all other related
agreements, will be performed in accordance with their terms.

U.S. Holders should consult their own tax advisors concerning the U.S. federal, state, local, foreign and other tax consequences of acquiring, owning, and disposing
of shares of our common stock or ADSsin light of their particular circumstances.

Treatment of the ADSs

U.S. Holders of ADSs generally will be treated for U.S. federal income tax purposes as holding shares of our common stock represented by the ADSs. No gain or
loss will be recognized on an exchange of shares of our common stock for ADSs or an exchange of ADSs for shares of our common stock if the depositary has not taken any
action inconsistent with the material terms of the deposit agreement for the ADSs or the U.S. Holder's ownership of the underlying shares of our common stock. A U.S.
Holder'stax basisin the shares of our common stock received in exchange for ADSswill be the same asitstax basisin the ADSs, and the holding period in the shares will
include the holding period in the ADSs.
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Dividends

Subject to the application of the PFIC rules discussed below, aU.S. Holder generally will recognize ordinary dividend income in an amount equal to the amount of
any cash and the value of any property we distribute as a distribution with respect to the U.S. Holder's common stock (or ADSs), to the extent that the distribution is paid out
of our current or accumulated earnings and profits, as determined under U.S. federal income tax principles, when the distribution isreceived (or when received by the
depositary in the case of ADSs). We do not intend to maintain cal culations of earnings and profits under U.S. federal income tax principles. Therefore, aU.S. Holder should
expect that distributions paid with respect to the shares of our common stock or ADSs generally will be treated as dividends. Dividendswill not be eligible for the dividends
received deduction generally allowableto U.S. corporations under the Code. Dividends paid on the shares of our common stock or ADSswill be treated as "qualified
dividends' taxable at preferential rates, if (i) we are eligible for the benefits of a comprehensive income tax treaty with the United States that the IRS has approved for the
purposes of the qualified dividend rules, (ii) we were not, in the year prior to the year in which the dividend was paid, and are not, in the year in which the dividend is paid, a
PFIC, and (iii) the U.S. Holder satisfies certain holding period and other requirements. The Tax Convention has been approved for the purposes of the qualified dividend rules
and we believe we will be eligible for the benefits of the Tax Convention.

Dividend income will include any amounts withheld in respect of Japanese taxes, and will be treated as foreign-source income for foreign tax credit purposes.
Subject to applicable limitations, some of which vary depending upon the U.S. Holder's circumstances, Japanese taxes withheld from dividends on shares of our common stock
or ADSs generally will be creditable against the U.S. Holder's U.S. federal income tax liability to the extent such taxes do not exceed any reduced withholding rate available
under the Tax Convention. The rules governing foreign tax credits are complex, and U.S. Holders should consult their tax advisors regarding the creditability of foreign taxesin
their particular circumstances. In lieu of claiming aforeign tax credit, aU.S. Holder may, at its election, deduct creditable foreign taxes, including Japanese taxes, in computing
its taxable income, subject to applicable limitations. An election to deduct foreign taxesinstead of claiming foreign tax credits appliesto all foreign taxes paid or accrued by the
U.S. Holder in the taxable year.

Dividends paid in a currency other than U.S. dollarswill beincludableinincomein aU.S. dollar amount based on the exchange rate in effect on the date of receipt
(or the date of the depositary's receipt in the case of ADSs), whether or not the payment is converted into U.S. dollars at that time. A U.S. Holder should not recognize any
foreign currency gain or lossin respect of the distribution if the foreign currency is converted into U.S. dollars on the date the distribution is received. If the foreign currency is
not converted into U.S. dollars on the date of receipt, however, gain or loss may be recognized upon a subsequent sale or other disposition of the foreign currency. The
foreign currency gain or loss (if any) generally will be treated as ordinary income or loss to the U.S. Holder and generally will be treated as U.S.-source income or loss, which
may be relevant in calculating the U.S. Holder's foreign tax credit limitation.

Disposition

Subject to the application of the PFIC rules discussed below, aU.S. Holder generally will recognize capital gain or loss upon the sale, exchange (other than an
exchange of ADSsfor shares of our common stock or shares for ADSs) or other taxabl e disposition of the shares of our common stock or ADSsin an amount equal to the
difference between the U.S. dollar value of the amount realized on the disposition and the U.S. Holder's adjusted tax basisin the shares of our common stock or ADSs as
determined in U.S. dollars. A U.S. Holder's adjusted tax basisin the shares of our common stock or ADSs generally will beitsU.S. dollar cost. The gain or loss generally will be
treated as U.S.-source gain or loss. Net long-term capital gain recognized by a non-corporate U.S. Holder generally will be taxed at apreferential rate. Deductions for capital
losses are subject to limitations.
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The amount realized by aU.S. Holder on a sale, exchange (other than an exchange of ADSs for shares of our common stock or shares for ADSs) or other taxable
disposition of shares of our common stock or ADSs for an amount in a currency other than U.S. dollars will be the U.S. dollar value of that amount on the date of sale,
exchange or disposition. On the settlement date, the U.S. Holder will recognize U.S.-source foreign currency gain or loss (taxable as ordinary income or loss) equal to the
difference (if any) between that U.S. dollar value and the U.S. dollar value as of the settlement date of the amount received, in each case based on the exchange ratesin effect
on the relevant date. However, in the case of shares of our common stock or ADSs that are traded on an established securities market that are sold by a cash basis U.S. Holder
(or an accrual basis U.S. Holder that so elects), the amount realized will be based on the exchange rate in effect on the settlement date for the sale, and no exchange gain or loss
will be recognized at that time. A U.S. Holder will have atax basisin the currency received equal to the U.S. dollar value of the currency received on the settlement date. Any
gain or loss on a subsequent conversion or other disposition of the currency for adifferent U.S. dollar amount generally will be U.S.-source ordinary income or loss, which may
berelevant in calculating the U.S. Holder's foreign tax credit limitation.

Passive Foreign | nvestment Company

Wewill be classified as a PFIC in any taxable year in which, after taking into account our income and gross assets (and the income and assets of our subsidiaries
pursuant to applicable "look-through rules") either (i) 75% or more of our grossincome consists of certain types of "passiveincome" or (ii) 50% or more of the average
quarterly value of our assetsis attributable to "passive assets" (i.e., assets that produce or are held for the production of passive income). We believe that we were not a PFIC
for U.S. federal income tax purposesin 2016 and do not expect to be a PFIC in 2017. However, PFIC statusis afactual determination made annually after the close of each
taxable year on the basis of the composition of our income and the value of our active versus passive assets. Because our belief is based in part on the expected market value
of our equity, adecrease in the trading price of our common stock and/or ADSs may result in our becoming a PFIC. Additionally, the overall level of our passive assets will be
significantly affected by changesin the amount of our cash, cash equivalents and securities held for investment, each of which may be classified as passive assets under the
PFIC rules.

If we were to be or become a PFIC in any year during which aU.S. Holder owns shares of our common stock or ADSs, and the U.S. Holder has not made amark to
market election (as described below), the U.S. Holder generally will be subject to special rules (regardless of whether we continue to be a PFIC) with respect to its receipt of
(i) any "excess distribution" (generally, any distribution on shares of common stock or ADSsthat is greater than 125 percent of the average annual distributions paid to the
U.S. Holder in the three preceding taxable years or, if shorter, the U.S. Holder's holding period for the shares or ADSs) and (ii) any gain realized on the sale or other disposition
of shares of common stock or ADSs.

Under these rules (a) the excess distribution or gain will be allocated ratably over the U.S. Holder's holding period, (b) the amount allocated to the current taxable
year and any taxable year prior to thefirst taxable year in which we are a PFIC will be taxed as ordinary income, and (c) the amount allocated to each of the other taxable years
will be subject to tax at the highest rate of tax in effect for the applicable class of taxpayer for that year, and an interest charge for the deemed deferral benefit will be imposed
with respect to the resulting tax attributable to each such other taxable year. If weareaPFIC, aU.S. Holder of shares of our common stock or ADSs generally will be subject to
similar rules with respect to distributions to us by, and dispositions by us of the stock of, any of our direct or indirect subsidiaries that are also PFICs.

A U.S. Holder can avoid the interest charge described above by making a mark to market election with respect to its shares or ADSs, provided that the shares or
ADSs are considered "marketable." The shares or ADSswill be considered marketable if they are regularly traded on certain qualifying U.S. stock exchanges, such asthe New
York Stock Exchange, or on aforeign stock exchange if it is properly regulated and meets certain trading, listing, financial disclosure and other requirements. For this purpose,
sharesand ADSswill be considered regularly traded during any calendar year if they are traded, other than in de minimis quantities, on at least 15 days during each calendar
quarter.
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A U.S. Holder that makes a mark to market election must include in ordinary income for each year that we are a PFIC an amount equal to the excess, if any, of thefair
market value of its shares or ADSs at the close of the taxable year over its adjusted basis therein. An electing holder may also claim an ordinary loss deduction for the excess,
if any, of the U.S. Holder's adjusted basisin shares or ADSs over their fair market value at the close of the taxable year, but this deduction is allowable only to the extent of any
net mark to market gains for prior years. Any income or deductions taken into account under these mark to market ruleswill also increase or decrease a U.S. Holder's adjusted
tax basisinits shares or ADSs. Gains from an actual sale or other taxable disposition of shares or ADSswill be treated as ordinary income, and any losses incurred on asale or
other taxable disposition of shares or ADSswill be treated as an ordinary loss to the extent of any net mark to market gainsfor prior years. Once made, the election cannot be
revoked without the consent of the IRS unless the shares or ADSs cease to be marketable. If we are a PFIC for any year in which the U.S. Holder owns shares of our common
stock or ADSs but before amark to market election is made, the interest charge rules described above will apply to any mark to market gain recognized in the year the election
ismade.

The Code provides an alternative election (a"QEF election") to U.S. Holders that may mitigate the adverse U.S. federal income tax consequencesto an electing U.S.
Holder should we be classified as a PFIC. However, we do not intend to provide holders with the information necessary to make a QEF election. Thus, aU.S. Holder seeking to
mitigate the potential adverse effects of the PFIC rules should consider making the mark to market election described above. A U.S. Holder should consult its tax advisor
regarding the potential U.S. federal income tax conseguences should we be classified asa PFIC in any taxable year.

Asdiscussed in more detail below under "PFIC Reporting,” aU.S. Holder of shares of common stock or ADSs during any year in which we are treated as a PFIC
generally will berequired to file an annual report containing information with respect to itsinterest in a PFIC.

Reporting and Backup Withholding

Dividends on and proceeds from the sale or other disposition of shares of our common stock or ADSs that are made within the United States or through certain
U.S.-related financial intermediaries may be reported to the IRS. Certain exempt recipients, such as corporations, are not subject to the information reporting or backup
withholding requirements if they establish an exemption. Backup withholding may apply to amounts subject to reporting if the U.S. Holder failsto provide an accurate U.S.
taxpayer identification number or otherwise to establish a basis for exemption. Backup withholding is not an additional tax. A U.S. Holder can claim acredit against its U.S.
federal income tax liability for amounts withheld under the backup withholding rules, and a U.S. Holder can claim arefund for amountsin excess of itstax liability if it provides
therequired information to the IRS.

Each U.S. Holders should consult its own tax advisor regarding the application of the information reporting and backup withholding rules.
PF1C Reporting

Subject to certain exceptions, aU.S. Holder isrequired to file an annual information return, currently on Form 8621, with respect to each PFIC in which it owns an
interest directly or, in some cases, indirectly (including through certain pass-through entities), and the statute of limitations for collections may be suspended if it does not file
such form. If we are a PFIC and own an interest in another PFIC, holders of shares of our common stock or ADSs would be treated as owning a proportionate amount (by
value) of the stock of such other PFIC. However, we may be unable to provide investorsin shares of our common stock or ADSs with the information necessary to comply
with reporting obligations with respect to such other PFIC. U.S. Holders should consult their own tax advisors regarding the PFIC reporting requirements.
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Foreign Financial Asset Reporting

Certain U.S. Holders that own "specified foreign financial assets" with an aggregate value in excess of US$50,000 are generally required to file an information
statement along with their tax returns, currently on Form 8938, with respect to such assets. " Specified foreign financial assets" include any financial accounts held at anon-
U.S. financial institution, aswell as securities issued by anon-U.S. issuer that are not held in accounts maintained by financial institutions. The understatement of income
attributable to "specified foreign financial assets" in excess of U.S.$5,000 extends the statute of limitations with respect to the tax return to six years after the return wasfiled.
U.S. Holderswho fail to report the required information could be subject to substantial penalties. U.S. Holders are encouraged to consult with their own tax advisors regarding
the possible application of these rules, including the application of the rulesto their particular circumstances.

Item 10.F. Dividends and Paying Agents
Not applicable

Item 10.G. Statements by Experts
Not applicable

Item 10.H. Documents on Display

Wefilereports, including annual reports on Form 20-F, and other information with the SEC pursuant to the rules and regulations of the SEC that apply to foreign
private issuers. Y ou may read and copy any materials filed with the SEC at the Public Reference Room in Washington, D.C. Y ou may obtain information on the operation of the
Public Reference Room by calling the SEC at 1-800- SEC-0330. Any filings we make electronically will be available to the public over the internet at the SEC's web site at
http://mww.sec.gov.

Item 10.I. Subsidiary Information
Not applicable

Item 11. Quantitative and Qualitative Disclosures about Market Risk

Market risk istherisk of loss related to adverse changes in market prices. We are exposed to foreign exchange rate and interest rate risk primarily associated with
underlying assets and liabilities. Our financial assets and liabilities that are under financial risk management are comprised of the following:

« financial assetsinclude cash and cash equivalents, short-term financial instruments, available-for-sale financial assets, trade and other receivables and other
financial assets; and

« financia liabilitiesinclude trade and other payables, borrowings and other financial liabilities.

The following table summarizes the carrying amounts, fair values, principal cash flows by maturity date and weighted average interest rates of our short-term and
long-term liabilities as of December 31, 2016 which are sensitive to exchange rates and/or interest rates.

By maturities (as of December 31, 2015) Total asof December 31,
2020 and 2016 2015 2014
2017 2018 2019 Beyond Total Fair value Total Fair value Total Fair value
(in millions of yen, won and U.S. dollar, except rates)

Local currency (Japanese yen):

Fixed rate ¥ 258 ¥ — = — ¥ 258 ¥ 258 ¥ 465 ¥ 465 ¥ 957 ¥ 957
Average weighted rate™ 1.00% — — — 1.00% — 1.00% — 1.10% —
Variablerate 21,667 = = = 21,667 21,667 42,510 42,510 22,705 22,705
Average weighted rate” 0.07% — — — 0.07% — 0.21% — 0.28% —

Total 21,925 = = = 21,925 21,925 42,975 42,975 23,662 23,662

(1) Weighted average rates of the portfolio at the period end. The amounts do not include estimated interest from borrowings and corporate bonds scheduled to be paid.
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Exchange Rate Risk

Japan is our largest market and, therefore, a substantial majority of our cash flow is denominated in Japanese yen. However, 24.2%, 29.6% and 28.3% of our
revenues in 2014, 2015 and 20186, respectively, were derived from markets outside of Japan, and we expect that an increasing portion of our consolidated financial resultsin the
future will be accounted for in currencies other than Japanese yen. In addition, some of our foreign operations' functional currencies are not the Japanese yen, and the financial
statements of our foreign operations prepared initially using their functional currencies are translated into Japanese yen. Since the currency in which sales are recorded may
not be the same as the currency in which expenses are incurred, foreign exchange rate fluctuations may materially affect our results of operations.

We selectively enter into derivative financial instruments with major financial institutions to manage the related risk exposures, primarily with respect to foreign
exchange rate risks. Our management determines the market risk tolerance level, measuring period, controlling responsibilities and management procedures. We also prohibit all
specul ative transactions and eval uate and manage foreign exchange exposures.

The following table presents our foreign currency exposure and changes in shareholder's equity and profit or loss before tax from a 5% increase or decrease in the
value of Japanese yen against the currencies set forth below, for the periods indicated, assuming all other variables are constant:

For theyear ended December 31,

2015 2016
Shareholder'sequity Profit (loss) beforetax Shareholder'sequity Profit (loss) beforetax

Appreciation Depreciation Appreciation Depreciation Appreciation Depreciation Appreciation Depreciation

of functional of functional of functional of functional of functional of functional of functional of functional

currency by currency by currency by currency by currency by currency by currency by currency by

5% 5% 5% 5% 5% 5% 5% 5%
(in thousands of yen)

Korean won ¥ 111,279 ¥ (105,980) ¥ 143,735 ¥ (136,891) ¥ 157,104 ¥ (149,622) ¥ 207,170 ¥ (197,305)
U.S. dollar 163,904 (156,099) 219,417 (208,969) 195,453 (186,145) 260,190 (247,800)
Taiwanese dollar 4,067 (3,873) 5,367 (5,111) - - - R
Euro (45,034) 42,889 (56,476) 53,787 20,457 (19,483) 26,953 (25,670)
Thai baht = = = = 47,362 (45,107) 64,086 (61,034)

See Note 25 of the notesto our annual consolidated financial statements.

I nterest Rate Risk

Interest raterisk is defined as therisk that the fair value of future cash flows from afinancial instrument will fluctuate because of changesin market interest rates.
We are exposed to interest rate risk arising mainly through financial liabilities and assets that bear floating interest rates. Such financial liabilities and assets consist mainly of
our outstanding borrowings and corporate bonds, as well as interest-bearing deposits and additional debt financings that we may periodically undertake for various reasons,
including refinancing of our existing borrowings. The objective of interest rate risk management isto minimize financial costs and uncertainties associated with interest rate
changes, and we strive to effectively manage our interest rate risk by periodic monitoring and responding to risk factors on atimely basis. In order to manage our interest rate
risk in advance, we seek to minimize external borrowings by using internal funds, reduce borrowings with high interest rates, improve the structure of long-term and short-term
borrowings, maintain the appropriate balance between borrowings with floating interest rates and fixed interest rates, and regularly monitor domestic and international interest

rate changes.
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Our cash equivalents and long-term and short-term financial instruments are al so exposed to financial market risk arising from fluctuationsin interest rates, which
may affect the fair market value of our assets and investments. For example, an increase in interest rates would reduce the fair value of the fixed interest component of our
interest-bearing securities. We manage our exposure to financial market risk by performing ongoing evaluations of our investment portfolio and investing some of our cash
equivalentsin fixed interest rate deposit instruments.

If interest rates had been 50 basis points higher or lower, the impact on our interest expenses of the applicable period would be as follows:

For theyear ended December 31,

2015 2016
Shareholder's equity Profit (loss) before tax Shar eholder's equity Profit (loss) before tax
Increase of Decrease of I ncrease of Decrease of Increase of Decrease of Increase of Decrease of
50 basis 50 basis 50 basis 50 basis 50 basis 50 basis 50 basis 50 basis
points points points points points points points points
(in thousands of yen)
Interest expenses ¥(39,975) ¥15910 ¥(59,717) ¥23768 ¥(74,004) ¥11,044 ¥(108,335) ¥16,167

The above analysis was performed using balances of the financial liabilities with variable interest rates outstanding as of December 31, 2015 and 2016, assuming
such liabilities were outstanding for the full fiscal year immediately before the respective dates, while holding all other variables constant. As of December 31, 2015, we did not
have any financial assets earning interest at variable rates. As of December 31, 2016, we had ¥3,269 million of financial assets earning interest at variable rates.

Inflation

Inflation generally affects us by necessitating increases in the salaries and wages of our employees as well asincreasing the cost of goods and services that we
purchase. The general rate of inflation in Japan was 2.8% in 2014, 0.8% in 2015 and (0.1)% in 2016, according to the Organization for Economic Co-operation and Devel opment.
We do not believe that inflation has had a material impact on our results of operationsin recent years.

Item 12. Description of Securities Other than Equity Securities
Not applicable
Item 12.A. Debt Securities
Not applicable
Item 12.B. Warrants and Rights
Not applicable
Item 12.C. Other Securities
Not applicable

Item 12.D. American Depositary Shares
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Fees Payable by ADR Holders

JPMorgan Chase Bank, N.A. isthe depositary for our ADSs. Asan ADS holder, you will be required to pay the following service fees to the depositary:

Per sons depositing or withdrawing shares must pay:
US$5.00 (or less) per each 100 ADSs

US$0.05 (or less) per ADS

A fee equivalent to the fee that would be payable if securities distributed to you
had been shares of our common stock and the shares had been deposited for
issuance of ADSs

US$0.05 per ADS per calendar year

Registration or transfer fees

Expenses of the depositary

Taxes and other governmental charges the depositary or the custodian has to pay
on any ADS or share underlying an ADS, including any applicable interest and
penalties thereon and any share transfer or other taxes or governmental charges;
for example, stock transfer taxes, stamp duty or withholding taxes

Any charges incurred by the depositary or its agents for servicing the deposited
securities

For:
Issuance of ADSs, including issuances resulting from a distribution of shares or
rights or other property

Cancellation of ADSsfor the purpose of withdrawal, including if the deposit
agreement terminates

Any distribution of cash proceedsto you

Distribution of securities distributed to holders of deposited securities which are
distributed by the depositary to ADS holders

Depositary services

Transfer and registration of shares of our common stock on our share register to or
from the name of the depositary or its agent when you deposit or withdraw shares

Cable, telex and facsimile transmissions (when expressly provided in the deposit
agreement) converting foreign currency to U.S. dollars

As necessary

As necessary

The depositary collectsits fees for issuance and cancellation of ADSs directly from investors depositing shares or surrendering ADSs for the purpose of
withdrawal or from intermediaries acting for them. The depositary collects fees for making distributions to investors by deducting those fees from the amounts distributed or

by selling a portion of distributable property to pay the fees. The depositary may collect its annual fee for depositary services by deduction from cash distributions, by directly
billing investors, or by charging the book-entry system accounts of participants acting for them. The depositary may generally refuse to provide fee-attracting services until its

feesfor those services are paid.

Fees and Payments from the Depositary to Us

JPMorgan Chase Bank, N.A., as depositary, has agreed to reimburse us for a portion of certain expenses we incur in connection with our ADR program, including
investor relations expenses. There are limits on the amount of expenses for which the depositary will reimburse us, but the amount of reimbursement available to usis not
related to the amounts of fees the depositary collects from investors. The depositary has not reimbursed us for any expenses related to the administration and maintenance of
the facility during the period when the depositary served as the depositary for our ADSsin the year ended December 31, 2016.

In addition, the depositary waives fees in connection with its ADR program, subject to aceiling. These waived expensesinclude, but are not limited to, standard
costs associated with the administration of the ADR program, associated operating expenses and investor relations advice. During the period when the depositary served as
the depositary for our ADSsin the year ended December 31, 2016, we did not receive any such indirect payments.
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PART Il
Item 13.  Defaults, Dividend Arrearages and Delinquencies
Not applicable
Item 14. Material Modificationsto the Rights of Security Holders and Use of Proceeds
See"Item 10.B. Memorandum and Articles of Association" for adescription of the rights of security holders, which remain unchanged.

The following "Use of Proceeds" information relates to the Registration Statement on Form F-1, as amended (File Number: 333-211954), or the Form F-1, in relation to
our initial public offering, which was declared effective by the SEC on July 8, 2016. Our initial public offering included an international offering in the United States and
countries outside of Japan of 22,000,000 shares of common stock in the form of shares and ADSs, at a price of ¥3,300 per share and $32.84 per ADS, and a concurrent offering
in Japan of 13,000,000 shares at a price of ¥3,300 yen per share, and the underwriters exercised in full their options to purchase up to 5,250,000 shares of common stock.
Morgan Stanley & Co. LLC, Nomura Securities Co., Ltd., Goldman Sachs Japan Co., Ltd. and JPMorgan Securities Japan Co., Ltd. were the joint global coordinators for the
global offering, which closed in July 2016.

Costs related to our initial public offering were approximately ¥2,441 million. In addition, underwriting discounts and commissions were approximately ¥5,977 million.
None of the fees and expenses were directly or indirectly paid to the directors, officers, general partners of our company or their associates, persons owning 10% or more of
shares of our common stock, or our affiliates.

We received proceeds of approximately ¥126,848 million from our initial public offering. For the period from July 8, 2016 to December 31, 2016, we used the proceeds
from our initial public offering asfollows:

o approximately ¥42,833 million for the repayment of short-term borrowings; and
e gpproximately ¥8,551 million for our investmentsin Y ume no Machi Souzou linkai Co., Ltd. and Snow Corporation.

None of the net proceeds from our initial public offering were directly or indirectly paid to the directors, officers, general partners of our company or their associates,
persons owning 10% or more of shares of our common stock, or our affiliates.

There has been no material change in the planned use of proceeds from our initial public offering as described in the Form F-1.

Item 15. Controlsand Procedures
a. Disclosure Controlsand Procedures

We maintain disclosure controls and procedures designed to provide reasonabl e assurance that information required to be disclosed in reports filed under the
Exchange Act isrecorded, processed, summarized and reported within the specified time periods and accumulated and communicated to our management, including our chief
executive officer and chief financial officer, as appropriate, to allow timely decisions regarding required disclosure.

Our management, under the supervision and with the participation of our chief executive officer and our chief financial officer, evaluated the effectiveness of our
disclosure controls and procedures, as defined in Rules 13a-15(¢) or 15d-15(e) promulgated under the Exchange Act, at December 31, 2016. Based on that evaluation, our chief
executive officer and chief financial officer have concluded that our disclosure controls and procedures are effective in ensuring that material information reguired to be
disclosed in this annual report isrecorded, processed, summarized and reported to them for assessment, and that required disclosure is made within the time period specified in
the rules and forms of the Commission.
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b. Management's Annual Report on Internal Control over Financial Reporting

Thisannual report does not include a report of management's assessment regarding internal control over financial reporting due to a transition period established by
rules of the Securities and Exchange Commission for newly public companies.

C. Attestation report of theregistered public accounting firm

Thisannual report does not include an attestation report of the company's registered public accounting firm due to a transition period established by rules of the
Securities and Exchange Commission for newly public companies.

d. Changesin Internal Control over Financial Reporting

There were no changesin our internal controls over financial reporting that occurred during the period covered by this annual report on Form 20-F that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Item 16. [Reserved]
Item 16A. Audit Committee Financial Expert

Under the Companies Act, we have elected to structure our corporate governance system as a company with a separate board of corporate auditors and therefore
do not have an audit committee. Our board of corporate auditorsis comprised of three corporate auditors.

Our board of corporate auditors has determined that it does not have an "audit committee financial expert" serving on the board of corporate auditors. The
qualificationsfor, and powers of, the corporate auditor delineated in the Companies Act are different from those anticipated for any audit committee financial expert. Corporate
auditors have the authority to be given reports from a certified public accountant or an accounting firm concerning audits, including technical accounting matters. Each
corporate auditor must fulfill the requirements under Japanese laws and regul ations and otherwise follow Japanese corporate governance practices and, accordingly, our board
of corporate auditors has confirmed that it is not necessarily in our best interest to nominate as corporate auditor a person who meets the definition of audit committee
financial experts. Although we do not have an audit committee financial expert on our board of corporate auditors, we believe that our current corporate governance system,
taken asawhole, isfully equivalent to a system having an audit committee financial expert on our board of corporate auditors.

Item 16B. Code of Ethics

We have adopted a code of ethics that appliesto our chief executive officer, chief financia officer and principal accounting officer, aswell asto our directors, other
officers and employees. Our code of ethicsisavailable on our website at www.linecorp.com. If we amend the provisions of our code of ethics that apply to our chief executive
officer, chief financial officer and principal accounting officer and persons performing similar functions, or if we grant any waiver of such provisions, we will disclose such
amendment or waiver on our website at the same address.
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Item 16C. Principal Accountant Feesand Services
Audit and Non-Audit Fees

The following table sets forth the fees billed to us by our independent certified public accountant, PricewaterhouseCoopers Aarata and member firms of
PricewaterhouseCoopers International Limited, in 2015 and 2016:

For theyear ended

December 31,
2015 2016
(In millions of yen)
Audit fees ¥ 286 ¥ 388
Audit-related fees - -
Tax fees 30 33
Other fees 16 6
Total fees ¥ 332 ¥ 427

Audit feeswererelated to the audit of our consolidated financial statements and other audit or interim review services provided in connection with statutory and
regulatory filings or engagements.

Audit-related fees wererelated to professional services rendered in connection with our 1PO.
Tax feeswere related to tax compliance and tax planning services.
Other feeswere related to other non-audit services.

Pre-Approval Policiesand Procedures of the Board of Corporate Auditors

Our board of corporate auditors has not adopted a policy for the pre-approval of audit and permissible non-audit services performed by our independent public
accountants.

Item 16D. Exemptionsfrom the Listing Standardsfor Audit Committees

Under the Companies Act, we have elected to structure our corporate governance system as a company with a separate board of corporate auditors and therefore do
not have an audit committee. For foreign private issuers, use of aboard of corporate auditorsin compliance with home country rulesis permitted under Rule 10A-3(c)(3) of the
Exchange Act. Our reliance on Rule 10A-3(c)(3) does not, in our opinion, materially adversely affect the ability of our board of corporate auditors to act independently and to
satisfy the other requirements of Rule 10A-3.
Item 16E. Purchases of Equity Securities by the | ssuer and Affiliated Purchasers

Not applicable
Item 16F. Changein Registrant's Certifying Accountant

Not applicable

Item 16G. Corporate Governance

Pursuant to the rules of the New Y ork Stock Exchange applicable to foreign private issuers like us that are listed on the New Y ork Stock Exchange, we arerequired to
disclose significant differences between the New Y ork Stock Exchange's corporate governance standards and those that we follow under Japanese law and in accordance with
our own internal procedures. The following isasummary of such significant differences.
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NY SE Cor porate Gover nance Standards

Our Corporate Governance Practice

Director Independence
Listed companies must have amajority of independent directors.

Nomination/Cor por ate Gover nance Committee

Listed companies must have a nomination/corporate governance committee
composed entirely of independent directors. The committee must have a charter
that addresses the purpose, responsibilities (including development of corporate
governance guidelines) and annual performance evaluation of the committee.

Compensation Committee

Listed companies must have acompensation committee composed entirely of
independent directors. The committee must have a charter that addresses the
purpose, responsibilities and annual performance eval uation of the committee.
The charter must be made available on the company's website. In addition, in
accordance with the U.S. Securities and Exchange Commission rules adopted
pursuant to Section 952 of the Dodd-Frank Act, the New Y ork Stock Exchange
listing standards were amended to expand the factors relevant in determining
whether acommittee member has a relationship with the company that will
materially affect that member's duties to the compensation committee.

Executive Session
Non-management directors of listed companies must meet in regularly scheduled
executive sessions without management.

Audit Committee

Listed companies must have an audit committee that satisfies the requirements
of Rule 10A-3 under the Exchange Act. All members must be independent. The
committee must have a charter addressing the committee's purpose, an annual
performance evaluation of the committee, and the duties and responsibilities of
the committee. The charter must be made available on the company's website.
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In accordance with the listing rules of the Tokyo Stock Exchange, we are
required to have at |east one "independent” director or corporate auditor.
Requirements for an independent director/corporate auditor are stringent. An
independent director/corporate auditor may not be (a) aperson who is, or has
been until recently, a major business counterparty or an executive director,
executive officer, manager or employee of the major business counterparties, (b)
aperson whoiis, or has been until recently, a professional advisor receiving
significant remuneration from the company, (c) a person who has been until
recently adirector, executive officer, corporate auditor, manager or employee of
the parent company or an executive director, executive officer, manager or
employee of the parent company's subsidiaries, or (d) arelative of persons
mentioned in (&), (b) or (c) or arelative of certain scope of persons such as
directors of the parent company or any of its subsidiaries.

Three of the eight members of our board of directors are deemed to be
"independent” directors under the Securities Listing Regulations of the Tokyo
Stock Exchange.

Although we are not required to have a nomination/corporate governance
committee under Japanese law, we have voluntarily established a committee,
composed of our existing outside directors and president, to advise our board of
directorsin the selection of candidates for our outside directors. Our directors
are elected at ageneral meeting of shareholders.

Under Japanese law, we are not required to establish a compensation
committee, as we employ the board of corporate auditors system. Accordingly,
we do not currently have a compensation committee.

The aggregate amount of compensation to be paid to all directors and corporate
auditors are determined by aresolution of the general meeting of shareholders,
unless their compensation is provided for in the articles of incorporation. Based
on such resolution, the distribution of compensation among directorsis
broadly delegated to our board of directors, and the distribution of
compensation among corporate auditors is determined by consultation among
our corporate auditors.

We do not normally hold executive sessions solely attended by non-
management directors as that is not required under Japanese law, but we may
elect to do so at the discretion of the directors.

Likeamajority of Japanese companies, we maintain aboard of corporate
auditorsthat islegally separate and independent from the board of directors.
The board of corporate auditorsis required to prepare an audit report based on
the audit reportsissued by the individual corporate auditors and submit such
audit reports to arelevant director and, in the case of audit reportsrelated to
financial statements, independent certified public accountants are required to
examine the financial statements and business reports to be submitted by a
representative director at the general meetings of shareholders and to prepare
an audit report. The board of corporate auditorsis also empowered to establish
the audit principles, the method of examination by the corporate auditors of our
affairs and financial position and any other matters relating to the performance
of the corporate auditors' duties.




Audit Committee Additional Requirements

Listed companies must have an audit committee that is composed of at |east
three directors. Listed companies must maintain an internal audit function to
provide management and the audit committee with ongoing assessments of the
listed company's risk management processes and system of internal control.

Shareholder Approval of Equity Compensation Plan
Listed companies must allow its sharehol ders to exercise their voting rights with
respect to any material revision to the company's equity compensation plan.

Corporate Gover nance Guidelines
Listed companies must adopt and disclose corporate governance guidelines.

Code of Business Conduct and Ethics

Listed companies must adopt and disclose a code of business conduct and
ethicsfor directors, officers and employees, and promptly disclose any waivers
of the code for directors or executive officers.

Item 16H. Mine Safety Disclosure

Not applicable
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Currently, we have three corporate auditors. Each corporate auditor has afour-
year term.

The adoption of an equity compensation plan including stock option-based
plansfor directors and corporate auditors requires sharehol der approval. Stock
options may only be issued with the approval of the board of directors, unless
stock options are granted on preferential termsto the recipient, in which case
we must obtain shareholder approval by a"special resolution" of ageneral
meeting of shareholders. Under our articles of incorporation, two-thirds or more
of the votes of the shareholdersin attendance, who must hold in the aggregate
amajority of the voting rights of shareholders entitled to exercise voting rights,
isrequired for such a special resolution of our shareholders.

Although we do not maintain separate corporate governance guidelines and are
not required to adopt such guidelines under Japanese law, we are in compliance
with the rules of the Tokyo Stock Exchange, which require listed companies,
including us, to comply with the principles of the Corporate Governance Code
established by the Tokyo Stock Exchange, and in cases of noncompliance with
some or al of the principles, to disclose the reasons for such noncompliance.

We have adopted a Group Code of Conduct which setsforth legal and ethical
standards of conduct for employees, officers, directors, contract staff and
external representatives and agents of our group. A copy of our Group Code of
Conduct is available on our website at www.linecorp.com.




PART I
Item 17.  Financial Statements
Not applicable

Item 18.  Financial Statements

Thefollowing financial statements are filed as part of this annual report, together with the report of the independent auditors:

Report of Independent Registered Public Accounting Firm

Consolidated Statements of Financial Position as of December 31, 2015 and 2016

Consolidated Statements of Comprehensive Income for the Y ears Ended December 31, 2014, 2015 and 2016
Consolidated Statements of Changesin Equity for the Y ears Ended December 31, 2014, 2015 and 2016
Consolidated Statements of Cash Flows for the Y ears Ended December 31, 2014, 2015 and 2016

Notesto Consolidated Financial Statements
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Item 19.  Exhibits

11 — Articles of incorporation of LINE Corporation (English translation)

12* —  ShareHandling Regulations (English translation)

13 — Regulations of the Board of Directors (English translation)

14 — Regulations of the Board of Corporate Auditors (English translation)

21 — Form of Deposit Agreement (including Form of American Depositary Receipt)

8.1 — List of Subsidiaries of the Registrant

121 —  Certification by the Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
122 —  Certification by the Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
131 —  Certification by the Principal Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
132 —  Certification by the Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

*  Previously filed with the Registration Statement on Form F-1 (File No. 333-211954), initialy filed on June 10, 2016, and incorporated herein by reference.
** |ncorporated by reference to Item 4.C. Organizational Sructure.
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SIGNATURES

Theregistrant hereby certifiesthat it meetsall of the requirementsfor filing on Form 20-F and that it has duly caused and authorized the undersigned to sign this
annual report on its behalf.

LINE Corporation
(Registrant)

/sl In Joon Hwang
Name: In Joon Hwang
Title: Chief Financia Officer

Date: March 31, 2017
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of LINE Corporation:

In our opinion, the accompanying consolidated statement of financial position and the related consolidated statements of profit or loss, comprehensive income, changes in
equity, and cash flows present fairly, in all material respects, the financial position of LINE Corporation and its subsidiaries at December 31, 2016 and 2015, and the results of
their operations and their cash flows for each of the two years in the period ended December 31, 2016 in conformity with International Financial Reporting Standards as i ssued
by the International Accounting Standards Board. These financial statements are the responsibility of the Company's management. Our responsibility isto express an opinion
on these financial statements based on our audits. We conducted our audits of these statements in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting
principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

/s PricewaterhouseCoopers AaratalLLC
Tokyo, Japan
March 31, 2017
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholder of LINE Corporation:

We have audited the accompanying consolidated statements of profit or loss, comprehensive income, changesin equity, and cash flows of LINE Corporation and subsidiaries
(the "Company") for the year ended December 31, 2014. These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not required to have, nor were we
engaged to perform, an audit of itsinternal control over financial reporting. Our audit included consideration of internal control over financial reporting as a basisfor designing
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Company's internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in al material respects, the results of operations and cash flows of LINE Corporation and
subsidiaries for the year ended December 31, 2014, in conformity with International Financial Reporting Standards as issued by the International Accounting Standards Board.

As discussed in Note 23 to the consolidated financial statements, the Company disposed of its data management business on September 30, 2014. The gain on disposal and
results prior to the distribution and disposal areincluded in profit from discontinued operations, net of tax in the accompanying consolidated financial statements.

As discussed in Note 3 to the consolidated financial statements, in September 2014, LINE Plus Corporation bought back the 40% interest in LINE Plus Corporation owned by
NAVER Corporation by paying NAVER Corporation approximately 8.3 billion yen in cash, resulting in LINE Corporation's 100% ownership of LINE Plus Corporation.

/sl Deloitte Touche Tohmatsu LLC
Tokyo, Japan
July 16, 2015

F-2




Assets

Current assets
Cash and cash equivalents
Trade and other receivables
Other financial assets, current
Inventories
Other current assets

Total current assets

Non-current assets
Property and equipment
Goodwill
Other intangible assets
Investments in associates and joint ventures
Other financial assets, non-current
Deferred tax assets
Other non-current assets

Total non-current assets

Total assets

Liabilities
Current liabilities
Trade and other payables
Other financial liabilities, current
Accrued expenses
Income tax payables
Advancesreceived
Deferred revenue
Provisions, current
Other current liabilities
Total current liabilities
Non-current liabilities
Other financial liabilities, non-current
Deferred tax liabilities
Provisions, non-current
Post-employment benefits
Other non-current ligbilities
Total non-current liabilities
Total liabilities

Shareholders equity
Share capital
Share premium
Accumulated deficit
Accumulated other comprehensive income

Equity attributable to the shar eholders of the Company

Non-controlling interests
Total shareholders equity
Total liabilitiesand shareholders equity

See Notes to Consolidated Financial Statements

LINE Corporation

Consolidated Statements of Financial Position
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(In thousands of yen)

December 31, December 31,
Notes 2015 2016

6,25 33,652,250 134,698,255
7,15,25 27,248,497 28,166,787
15,25 341,403 6,952,061
8 1,475,939 960,689
2,454,776 3,928,749
65,172,865 174,706,541
9,17 10,500,750 9,028,678
10,11 3,120,767 3,399,680
10,11 1,011,531 1,851,493
32 1,785,826 12,712,067
15,25 23,466,920 35,715,462
13 16,942,051 18,385,035
158,521 290,151
56,986,366 81,382,566
122,159,231 256,089,107
15,25 22,983,242 21,531,817
15,25 43,933,212 24,496,804
7,019,114 9,049,271
3,018,891 5,698,640
9,517,756 11,286,274
7,820,054 9,739,023
12 381,217 964,121
14 1,204,230 3,669,991
95,877,716 86,435,941
15,25 8,284 -
13 1,843,944 1,160,668
12 1,400,986 1,119,654
16 5,495,416 6,203,933
— 146,119
8,748,630 8,630,374
104,626,346 95,066,315
19 12,596,198 77,855,685
19 18,982,776 91,208,469
(19,204,203) (12,381,577)
5,368,524 4,151,051
17,743,295 160,833,628
30 (210,410) 189,164
17,532,885 161,022,792
122,159,231 256,089,107




LINE Corporation
Consolidated Statements of Profit or Loss

(In thousands of yen)

Notes 2014 2015 2016
Revenuesand other operating income:
Revenues 521 86,366,269 120,405,531 140,704,308
Other operating income 22 295,901 474,363 5,892,078
Total revenuesand other operatingincome 86,662,170 120,879,894 146,596,386
Operating expenses:
Payment processing and licensing expenses (20,597,937) (28,742,254) (29,781,027)
Empl oyee compensation expenses 16, 27 (18,288,804) (35,571,775) (39,444,686)
Marketing expenses (18,069,254) (16,596,242) (11,832,672)
Infrastructure and communication expenses (4,492,196) (7,712,095) (7,770,146)
Authentication and other service expenses (7,874,144) (12,133,232) (14,393,806)
Depreciation and amortization expenses 9,10 (2,369,622) (3,732,775) (5,099,580)
Other operating expenses 22 (8,554,915) (14,431,395) (18,377,699)
Total operating expenses (80,246,872) (118,919, 768) (126,699,616)
Profit from operating activities 6,415,298 1,960,126 19,896,770
Finance income 86,311 70,587 87,246
Finance costs (137,092) (105,668) (64,653)
Share of loss of associates and joint ventures 32 (168,050) (204,903) (832,980)
Gain/(loss) on foreign currency transactions, net 66,340 (519,846) (43,340)
Other non-operating income 22 - 157,023 8,736
Other non-operating expenses 22,26 — (1,887,437) (1,061,913)
Profit/(loss) befor e tax from continuing operations 6,262,807 (530,118) 17,989,866
Income tax (expenses)/benefits 13 (7,150,566) 146,004 (8,904,343)
(Loss)/profit for theyear from continuing oper ations (887,759) (384,114) 9,085,523
Profit/(loss) from discontinued operations, net of tax 23,24 2,891,835 (7,587,997) (1,981,668)
Profit/(loss) for the year 2,004,076 (7,972,111) 7,103,855
Attributable to:
The shareholders of the Company 4,206,989 (7,581,801) 6,762,757
Non-controlling interests® 30 (2,202,913) (390,310) 341,098
(Inyen)
Earnings per share
Basic profit/(loss) for the year attributable to the shareholders of the Company 24 24.05 (43.33) 34.84
Diluted profit/(loss) for the year attributable to the shareholders of the Company 24 2214 (39.12) 3148
Earnings per share from continuing operations
Basic profit from continuing operations attributabl e to the sharehol ders of the Company 24 7.52 0.04 45,05
Diluted profit from continuing operations attributabl e to the shareholders of the
Company 24 6.92 0.03 40.70
Earnings per share from discontinued operations
Basic profit/(loss) from discontinued operations attributabl e to the shareholders of the
Company 24 16.53 (43.37) (10.22)
Diluted profit/(loss) from discontinued operations attributable to the sharehol ders of
the Company 24 15.22 (39.15) (9.22)
o For the year ended December 31, 2014, the non-controlling interest was mainly held by NAVER Corporation, the shareholder of the Company.

See Notes to Consolidated Financial Statements
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LINE Corporation

Consolidated Statements of Comprehensive Income

(In thousands of yen)

Notes 2014 2015 2016
Profit/(loss) for theyear 2,004,076 (7,972,111) 7,103,855
Other comprehensiveincome
Itemsthat will not bereclassified to profit or loss
Remeasurement of defined benefit plans 13,16 (654,768) (1,722,112) 673,719
Income tax relating to items that will not be reclassified to profit or loss 13 - 576,237 (208,952)
Itemsthat may bereclassified to profit or loss
Available-for-sale financial assets:
Net changesin fair value 13, 26 5,461,675 1,550,589 (2,019,225)
Reclassification to profit or loss 26 - 1,789,603 292,683
Exchange differences on translation of foreign operations:
Gain/(loss) arising during the year 13 533,750 (281,161) (298,878)
Reclassification to profit or loss - - 50,318
Proportionate share of other comprehensive income of associates and joint ventures 18,545 15,642 3,509
Income tax relating to items that may be reclassified subsequently to profit or loss 13 (1,704,914) (289,878) 255,343
Total other comprehensiveincome for the year, net of tax 3,654,288 1,638,920 (1,251,483)
Total comprehensiveincome/(loss) for the year, net of tax 5,658,364 (6,333,191) 5,852,372
Attributable to:
The shareholders of the Company 7,848,783 (5,964,000) 5,545,284
Non-controlling interests® 30 (2,190,419) (369,191) 307,088
@ For the year ended December 31, 2014, the non-controlling interests was mainly held by NAVER Corporation, the shareholder of the Company.

See Notes to Consolidated Financial Statements
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LINE Corporation

Consolidated Statements of Changesin Equity

Equity attributable to the shareholder of the Company

Accumulated other comprehensive

(In thousands of yen)

income
Foreign Available- Defined
currency for- benefit Non- Total
Share Share Accumulated translation sale plan controlling shareholder's
Notes capital premium deficit reserve reserve reserve Total interests equity
Balance at January 1, 2014 12,596,198 4,978,572 (6,956,471) (12,624) 114,168 7,385 10,727,228 1,588,864 12,316,092
Comprehensive income/(loss)
Profit/(loss) for the year - - 4,206,989 - - - 4,206,989 (2,202,913) 2,004,076
Other comprehensive income — - — 540,426 3,752,112 (650,744) 3,641,794 12,494 3,654,288
Total comprehensive income/(loss) for
the year - - 4,206,989 540,426 3,752,112 (650,744) 7,848,783 (2,190,419) 5,658,364
Distribution to parent 19, 20 - (36,842) - - - - (36,842) - (36,842)
Net investment by non-controlling
interests - - - - - - - 31,425 31,425
Capital reduction(® - - (8,880,806) - - - (8,880,806) 592,806 (8,288,000)
Disposal of share to the non-controlling
interest shareholder - - 7,792 - - - 7,792 (7,792) -
Recognition of share-based payments 19, 27 - 2,974,692 - - - - 2,974,692 - 2,974,692
Acquisition of LINE Vietnam Co. Ltd.
by the Group(@ 19 - (133,329) - - - - (133,329) - (133,329)
Other 19 — (11,434) — — — — (11,434) — (11,434)
Balance at December 31, 2014 12,596,198 7,771,659 (11,622,496) 527,802 3,866,280 (643,359) 12,496,084 14,884 12,510,968
(In thousands of yen)
Equity attributable to the shareholder of the Company
Accumulated other comprehensive
income
Foreign Available- Defined
currency for- benefit Non- Total
Share Share Accumulated translation sale plan controlling shareholder's
Notes capital premium deficit reserve reserve reserve Total interests equity
Balance at January 1, 2015 12,596,198 7,771,659 (11,622,496) 527,802 3,866,280 (643,359) 12,496,084 14,884 12,510,968
Comprehensive (loss)/income
Loss for the year - - (7,581,801) - - - (7,581,801) (390,310) (7,972,111)
Other comprehensive income — - - (287,818) 3,051,494  (1,145,875) 1,617,801 21,119 1,638,920
Total comprehensive (loss)/income for
the year - - (7,581,801) (287,818) 3,051,494  (1,145,875) (5,964,000) (369,191) (6,333,191)
Net investment by non-controlling
interests - - 94 - - - 94 143,906 144,000
Recognition of share-based payments 19, 27 - 11,212,630 - - - - 11,212,630 - 11,212,630
Acquisition of subsidiary 30 - - - - - - - 133 133
Acquisition of non-controlling interests 19, 30 - (1,513) - - - — (1,513) (142) (1,655)
Balance at December 31, 2015 12,596,198 18,982,776 (19,204,203) 239,984 6,917,774  (1,789,234) 17,743,295 (210,410) 17,532,885
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Equity attributable to the shareholders of the Company (In thousands of yen)
Accumulated other comprehensive

income
Foreign Available- Defined
currency for- benefit Non- Total
Share Share Accumulated translation sale plan controlling shareholders'
Notes capital premium deficit reserve reserve reserve Total interests equity
Balance at January 1, 2016 12,596,198 18,982,776 (19,204,203) 239,984 6,917,774  (1,789,234) 17,743,295 (210,410) 17,532,885
Comprehensive income/(loss)
Profit for the year - - 6,762,757 - - - 6,762,757 341,098 7,103,855
Other comprehensive income — — — (413,602) (1,268,638) 464,767 (1,217,473) (34,010) (1,251,483)
Total comprehensive income/(loss) for
the year - - 6,762,757 (413,602) (1,268,638) 464,767 5,545,284 307,088 5,852,372
Recognition of share-based payments 19, 27 - 9,520,395 - - - - 9,520,395 - 9,520,395
Forfeiture of stock options - (59,869) 59,869 - - - - - -
Exercise of stock options 1,19 1,835,549 (88,242) - - - - 1,747,307 - 1,747,307
Acquisition of subsidiary 29 - - - - - - - 92,401 92,401
Initial public offering 1,19 63,423,938 62,853,409 - - - - 126,277,347 - 126,277,347
Other - — — — — - - 85 85
Balance at December 31, 2016 77,855,685 91,208,469 (12,381,577) (173,618) 5,649,136  (1,324,467) 160,833,628 189,164 161,022,792

@ In September 2014, LINE Plus Corporation bought back NAVER Corporation's entire capital investment in LINE Plus Corporation a 60%-owned subsidiary of the Company
at the time, resulting in the Company owning 100% of LINE Plus Corporation. Refer to Note 3(1) Significant Accounting Policies for further details.

@ The Group, the Company and its subsidiaries, acquired LINE Vietnam Co., Ltd. from NAVER Corporation in August 2014. The acquisition of LINE Vietnam Co., Ltd. by the
Group was accounted for as a business combination under common control using the pooling method. The decrease in share premium was attributabl e to the acquisition of
LINE Vietnam Co., Ltd. from NAVER Corporation by the Group in 2014.

See Notes to Consolidated Financial Statements
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LINE Corporation
Consolidated Statements of Cash Flows

(In thousands of yen)

Notes 2014 2015 2016
Cash flows from operating activities
Profit/(loss) before tax from continuing operations 6,262,807 (530,118) 17,989,866
Profit/(loss) before tax from discontinued operations 23 2,846,559 (11,503,098) (2,726,310)
Profit/(loss) before tax 9,109,366 (12,033,216) 15,263,556
Adjustments for:
Depreciation and amortization expenses 9,10 2,870,997 4,057,210 5,099,580
Finance income (86,753) (70,587) (87,246)
Finance costs 137,585 105,668 64,653
Share-based compensation expenses 27 2,974,692 11,212,630 9,518,577
Gain on fair value measurement relating to the deconsolidation of LINE BIZ PlusLtd. 20 - - (1,730,917)
Gain on divestiture of business and subsidiaries 23 (2,455,959) - -
(Gain)/loss on financial assets at fair value through profit or loss 15 - (110,507) 656,109
Loss/(gain) on disposal of property and equipment and intangible assets 16,999 (1,571) (2,344,689)
Impairment loss of available-for-sale financial assets 15 - 1,789,603 292,683
Impairment loss of goodwill 11 - 2,691,671 -
Impairment loss of other intangible assets 11 - 1,446,618 -
Share of loss of associates and joint ventures 32 168,050 204,903 832,980
(Gain)/loss on foreign currency transactions, net (814,827) 331,214 514,363
Changesin:
Trade and other receivables (13,133,354) (3,066,618) (756,143)
Inventories 8 (1,928,266) 582,257 407,200
Trade and other payables 11,199,450 2,262,748 (1,619,725)
Accrued expenses 2,449,358 179,313 2,228,561
Advances received 3,470,152 4,349,515 1,762,021
Deferred revenue 3,112,787 3,679,990 1,930,534
Provisions 12 27,015 348,900 296,821
Post-employment benefits 16 917,836 903,437 1,338,568
Other current assets (863,251) (416,477) (1,779,851)
Other current liabilities 1,477,475 (704,437) 4,148,002
Others 29,077 50,382 207,728
Cash provided by operating activities 18,678,429 17,792,646 36,243,365
Interest received 84,130 75,832 86,439
Dividend received - 46,516 3,647
Interest paid (130,386) (91,596) (58,538)
Income taxes paid (6,176,203) (10,843,928) (7,521,687)
Net cash provided by operating activities 12,455,970 6,979,470 28,753,226
Cash flowsfrom investing activities
Purchases of time deposits (1,298,251) (1,892,199) (10,790,170)
Proceeds from maturities of time deposits 1,277,989 2,383,591 376,710
Purchase of equity investments (7,973,496) (436,789) (1,245,417)
Investments in debt instruments - - (7,642,385)
Acquisition of property and egquipment and intangibl e assets (5,149,642) (5,696,120) (6,351,773)
Proceeds from disposal of property and equipment and intangibl e assets 121,281 279,386 5,123,592
Investments in associates and joint ventures (209,225) (1,567,100) (9,333,350)
Proceeds from divestitures of business and related entities 1,390,676 - -
Office security deposit received under sublease agreement 7,502 - -
Payments of office security deposits (839,340) (2,035,674) (2,533,106)
Refund of office security deposits 188,817 138,403 167,954
Return of the office security deposits received under sublease agreement 15 - (393,650) (7,502)
Guarantee deposits for the Japanese Payment Services Act 15,25 - (190,173) (1,815,020)
Return of the guarantee deposits for the Japanese Payment Services Act 15,25 - - 900,000
Acquisition of subsidiaries, net of cash acquired 29 (280,063) (2,926,572) (423,424)
Cash disposed on loss of control of subsidiary 20 - - (484,731)
Increase in loan receivable (37,813) (22,783) (1,597)
Others (165,501) 131,103 (25,721)
Net cash used in investing activities (12,967,066) (12,228,577) (34,085,940)
Cash flows from financing activities
Proceeds from/(repayment of) short-term borrowings, net 15,20 15,747,523 19,807,733 (20,752,383)
Payments for redemption of bonds 15 (495,000) (640,569) (510,000)
Repayment of borrowing arrangement 15 (491,500) (450,542) -
Capital contribution from third party non-controlling interests 31,425 144,000 76
Repayment of capital contribution to parent (8,288,000) - -
Payments of common shares i ssuance costs - - (705,522)
Proceeds from initial public offering 19 - - 126,847,875
Proceeds from exercise of stock options 19 - - 1,749,924
Others (12,136) (727) (1,535)
Net cash provided by financing activities 6,492,312 18,859,895 106,628,435
Net increasein cash and cash equivalents 5,981,216 13,610,788 101,295,721
Cash and cash equivalents at the beginning of the year 6 13,362,084 20,254,455 33,652,250
Effect of exchange rate fluctuations on cash and cash equival ents 911,155 (212,993) (249,716)
Cash and cash equivalents at the end of the year 6 20,254,455 33,652,250 134,698,255

See Notes to Consolidated Financial Statements.
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LINE Corporation

Notes to Consolidated Financial Statements
1. Reporting Entity

LINE Corporation (the "Company") was incorporated in September 2000 in Japan in accordance with the Companies Act of Japan under the name Hangame Japan Corporation
to provide online gaming services. The Company changed its name to NHN Japan Corporation in August 2003, and subsequently changed its name to LINE Corporation in
April 2013. The Company is a subsidiary of NAVER Corporation ("NAVER"), formerly NHN Corporation, which is domiciled in Korea and which is the Company's ultimate
parent company. The Company's head officeislocated at 2-21-1 Shibuya, Shibuya-ku, Tokyo, Japan.

The Company listed shares of its common sharesin the form of American depositary shares on the New Y ork Stock Exchange on July 14, 2016 and shares of its common shares
on the Tokyo Stock Exchange on July 15, 2016. Additionally, on August 16, 2016, Nomura Securities Co., Ltd. and Morgan Stanley & Co. LLC. exercised their options to
purchase 5,250,000 additional common sharesin an allotment of new shares. Refer to Note 19 Issued Capital and Reserves for further details.

The Company and its subsidiaries (collectively, the "Group") mainly operate a cross-platform messenger application, LINE, and provides communication and content sales and
advertising services. Communication and content are provided via the LINE platform, while advertising services are provided via LINE advertising, and web portals livedoor
and NAVER Matome. The Group also offered data management services, which mainly consisted of data storage and server hosting services for the years ended December 31,
2013 until September 30, 2014, when it disposed of its data management business.

2. Basisof Preparation

The consolidated financial statements have been prepared in accordance with International Financial Reporting Standards ("IFRS") asissued by the International Accounting
Standards Board ("IASB").

The Group's consolidated financial statements are presented in thousands of Japanese yen, which is also the Company's functional currency.

The consolidated financial statements were approved by Representative Director, President and Chief Executive Officer Takeshi Idezawa and Director and Chief Financial
Officer In Joon Hwang on March 31, 2017.

Reclassifications
Certain amountsin the prior year consolidated financial statements and footnotes have been reclassified to conform to the current year presentation.
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3.

LINE Corporation

Notes to Consolidated Financial Statements (continued)

Significant Accounting Policies

The significant accounting policies applied by the Group in preparing its consolidated financial statements are set out below. The accounting policies have been applied
consistently to all periods presented in these consolidated financial statements. The adoption of new and revised IFRSs issued by the IASB that are mandatorily effective for
an accounting period that begins on or after January 1, 2016 had no impact on the Group's annual consolidated financial statements as of December 31, 2015 and 2016, and for
the years ended December 31, 2014, 2015 and 2016.

@

Basis of Consolidation

The consolidated financial statements include the accounts of the Group, which are directly or indirectly controlled. Control is generally conveyed by ownership of the
majority of voting rights. The Group controls an entity when the Group has power over the entity, is exposed, or hasrights, to variable returns from the involvement with
the entity and has the ability to affect those returns through its power over the entity.

When necessary, adjustments are made to the financial statements of subsidiaries to bring their accounting policies in line with the Group's accounting policies. If the
end of the reporting period of a subsidiary differs from that of the Company, the subsidiary prepares, for consolidation purposes, additional financial statements as of
the same date as the consolidated financial statements of the Group.

Non-controlling interest in a subsidiary is accounted for separately from the parent's ownership interests in a subsidiary. Profit or loss and each component of other
comprehensive income are attributed to the shareholders of the parent and non-controlling interest, even if this results in the non-controlling interest having a deficit
balance. A change in the ownership interest of a subsidiary, without aloss of control, is accounted for as an equity transaction. Any difference between the adjustment
to the non-controlling interest and the fair value of the consideration paid or received is recognized directly in shareholders' equity as "equity attributable to the
shareholders of the Company".

On August 1, 2014, the board of directors of NAVER and the board of directors of the Company approved the reduction of capital contributed to date by NAVER in
LINE Plus Corporation ("LINE Plus") which, upon completion, would result in the Company owning 100% of the equity capital in LINE Plus (the "LINE Plus Capital
Reduction"). NAVER had made a cumulative capital contribution of 7,253,669 thousand yen to LINE Plus as of August 1, 2014. Pursuant to the approval of the LINE Plus
Capital Reduction, LINE Plus was obligated to buy back the entire 40% interest in LINE Plus owned by NAVER. LINE Plus paid NAVER 80 billion Korean won, or
8,288,000 thousand yen, upon the closing of this transaction on September 5, 2014.

In August 2014, LINE Plus, a 60%-owned subsidiary of the Company at the time, acquired 95% of the voting shares of LINE Vietnam Co. Ltd. ("LINE Vietnam") from
NAVER, while the remaining 5% non-controlling interests of LINE Vietnam were acquired by an unrelated third-party in Vietnam on the same date. 100% of the shares
and voting interests of LINE Vietnam were acquired by NAVER on February 28, 2012, and such acquisition was accounted for as a business combination by NAVER.
The acquisition of LINE Vietnam by the Group was accounted for as a business combination under common control using the pooling method. The financial statements
of LINE Vietnam were retrospectively consolidated, as if such transaction had occurred on February 28, 2012. As aresult, the Group's 60% ownership interest in LINE
Vietnam and the remaining 40% non-controlling interest held by NAVER were retrospectively reflected in the Group's financial statements for the years ended
December 31, 2014.

On September 19, 2014, the Company's board of directors approved a plan to dispose of its data management business, which consists of DataHotel Co., Ltd.
("DataHotel"), a wholly-owned subsidiary. The disposed data management business was sold to a subsidiary of NHN Entertainment Corporation. NHN Entertainment
Corporation was spun off by NAVER in August 2013. NAVER held a 9.54% interest in NHN Entertainment Corporation, which NAVER disposed on September 30, 2014.
As of September 30, 2014, NAVER had no remaining interest in NHN Entertainment Corporation. The operation of the data management business was classified as a
discontinued operation on September 19, 2014, and the disposition was completed on September 30, 2014. As a result, the data management business was
retrospectively presented as part of the discontinued operations in the Consolidated Statements of Profit or Loss for the years ended December 31, 2014.

On February 12, 2016, the board of directors approved the abandonment of the MixRadio service ("MixRadio") segment. The operation of the MixRadio business was
classified as a discontinued operation on March 21, 2016, when the abandonment took effect. As a result, the MixRadio business was retrospectively presented as a
discontinued operation on the Consolidated Statements of Profit or Loss.

Intercompany balances and transactions have been eliminated upon consolidation.
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LINE Corporation

Notes to Consolidated Financial Statements (continued)

Significant Accounting Poalicies (continued)

Basis of Measurement

The consolidated financial statements have been prepared on a historical cost basis, except for financial instruments measured at fair value, which is the price that
would be received to sell such financial instruments or paid to transfer the related liability in an orderly transaction between market participants at the measurement date.

Business Combinations

@

Business combinations

The Group acquired wit studio Co., Itd. (the "wit studio") in 2014, MixRadio in 2015 and M.T. Burn Inc., (the "M.T. Burn") in 2016, and accounted for such
acquisitions using the acquisition method as noted below.

In accordance with IFRS 3 Business Combinations, each identifiable asset and liability is measured at its acquisition date fair value except for the following:
- Deferred tax assets or liabilities which are recognized and measured in accordance with IAS 12 Income Taxes; and
Employee benefit arrangements which are recognized and measured in accordance with IAS 19 Employee Benefits

Leases and insurance contracts are classified on the basis of the contractual terms and other factors at the inception of the contract or at the date of modification,
which could be the acquisition date if the terms of the contract have been modified in amanner that would changeits classification.

Contingent liabilities assumed in a business combination are recognized when such liabilities are present obligations and their fair value can be measured reliably.

The consideration transferred in a business combination is measured at fair value, which is calculated as the sum of the acquisition-date fair values of the assets
transferred by the acquirer, the liabilities incurred by the acquirer to former owners of the acquiree and the equity interests issued by the acquirer. Acquisition-
related costs are costs the acquirer incurs to effect a business combination. Those costs include finder's fees; advisory, legal, accounting, valuation and other
professional or consulting fees; general administrative costs, including the costs of maintaining an internal acquisitions department; and costs of registering and
issuing debt and equity securities. Acquisition-related costs, other than those associated with the issue of debt or equity securities, are expensed in the periods
inwhich the costs are incurred and the services are received.

The Group measures goodwill at the acquisition date as:

- the fair value of the consideration transferred; plus

the recognized amount of any non-controlling interest in the acquiree; plus

if the business combination is achieved in stages, the fair value of the pre-existing equity interest in the acquiree; less
the net recognized amount (generally fair value) of the identifiable assets acquired and liabilities assumed.
Subsequent to initial recognition, goodwill is measured at cost less any accumulated impairment losses.
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LINE Corporation

Notes to Consolidated Financial Statements (continued)

3. Significant Accounting Policies (continued)

(3) Business Combinations (continued)

(b)

Business combinations under common control

The Group acquired LINE Vietnam in 2014 from NAVER. The acquisition of LINE Vietham was accounted for as business combinations under common control as
noted below.

A business combination involving entities or businesses under common control is a business combination in which all of the combining entities or businesses
are ultimately controlled by the same party or parties both before and after the business combination, and in which control is not transitory. The Group has
accounted for the acquisition of LINE Vietnam based on the carrying amounts recorded in the consolidated financial statements of NAVER. The financial
statements of LINE Vietnam have been retrospectively consolidated as part of the Group's consolidated financial statements asif the acquisition of LINE Vietnam
had occurred on February 28, 2012, the date of NAVER's original acquisition, regardless of the actual date of acquisition.

(4)  Associates and Joint Arrangements

@

Associates

An associate is an entity in which the Group has significant influence, but not control, over the entity's financial and operating policies. Significant influence is
presumed to exist when the Group holds between 20% and 50% of the voting power of another entity, unlessit can be clearly demonstrated that it is not the case.

The Group'sinvestments in associates are accounted for using the equity method. Under the equity method, the investment in an associate isinitially recognized
at cost and the carrying amount is adjusted to recognize the Group's share of the profit or loss and changes in equity of the associate after the date of
acquisition. Gains and losses from transactions between the Group and its associates are eliminated to the extent of the Group's interest in the associates. Intra-
group losses are recognized as an expense if intra-group losses indicate an impairment that requires recognition in the consolidated financial statements.
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Notes to Consolidated Financial Statements (continued)

Significant Accounting Poalicies (continued)

Associates and Joint Arrangements (continued)

(b)

If an associate uses accounting policies different from those of the Group for like transactions and events in similar circumstances, appropriate adjustments are
made to itsfinancial statementsin applying the equity method.

When the Group's share of losses exceeds itsinterest in associates, the carrying amount of that interest, including any long-term investments, is reduced to nil and
the recognition of further losses is discontinued.

Joint arrangements

A joint arrangement is an arrangement in which two or more parties have joint control. The classification of a joint arrangement as a joint operation or a joint
venture depends upon the rights and obligations of the parties to the arrangement.

Joint operations are joint arrangements whereby the parties that have joint control of the arrangement have rights to the assets, and obligations for the liabilities,
relating to the arrangement. The Group accounts for the assets, liabilities, revenues and expenses relating to its interest in joint operations in accordance with the
IFRSs applicable to the particul ar assets, liabilities, revenues and expenses.

Joint ventures are joint arrangements whereby the parties that have joint control of the arrangement have rights to the net assets of the arrangement. Joint
ventures are accounted for using the equity method.

Foreign Currencies

@

Foreign currency transactions

Transactions in foreign currencies are translated to the respective functional currencies of Group entities at exchange rates at the dates of the transactions.
Monetary assets and liabilities denominated in foreign currencies are retranslated to the functional currency using the reporting date's exchange rate. Non-
monetary assets and liabilities denominated in foreign currencies that are measured at historical cost are translated using the exchange rate at the date of theinitial
transactions. Non-monetary assets and liabilities denominated in foreign currencies that are measured at fair value are retranslated to the functional currency at the
exchange rate at the date that the fair value was determined.

Foreign currency differences arising on retranslation are recognized in profit or loss, except for differences arising on the retrans ation of available-for-sale equity
instruments, financial liabilities designated as a hedge of the net investment in a foreign operation, or qualifying cash flow hedges, which are recognized in other
comprehensive income.
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LINE Corporation

Notes to Consolidated Financial Statements (continued)

Significant Accounting Poalicies (continued)

Foreign Currencies (continued)

(b) Foreign operations

If the presentation currency of the Group is different from aforeign operation's functional currency, the financial statements of the foreign operation are translated
into the presentation currency using the following methods:

The assets and liabilities of foreign operations, whose functional currency is not the currency of a hyperinflationary economy, are translated to presentation
currency at exchange rates at the reporting date. The income and expenses of foreign operations are translated to the presentation currency at the average foreign
exchange rates for the reporting period. Foreign currency differences are recognized in other comprehensive income.

When aforeign operation is disposed of, the relevant amount after the translation is reclassified to profit or loss as part of profit or loss on disposal. In the event
that a partial disposal does not lead to a loss of control in a subsidiary that includes a foreign operation, the relevant proportion of such cumulative amount is
reattributed to non-controlling interest. For partial disposals that involve the loss of control in aforeign operation, the relevant proportion is reclassified to profit
or loss.

Cash and Cash Equivalents

Cash and cash equivalents comprise cash on hand, demand deposits, and short-term investments with maturity dates that are within three months from the purchase
dates. Such investments are highly liquid and readily convertible to known amounts of cash. Cash and cash equivalents are subject to an insignificant risk of changesin
value, and are used by the Group in managing its short-term commitments.

Financial Assets

The Group classifies and measures financial assets based on the following four categories: financial assets at fair value through profit or loss; held-to-maturity
investments; loans and receivables; and available-for-sale financial assets. The Group recognizes financial assets in the Consolidated Statements of Financial Position
when the Group becomes a party to the contractual provisions of the instrument.

Upon initial recognition, financial assets are measured at their fair value plus, in the case of afinancial asset not measured at fair value through profit or loss, transaction
costs that are directly attributable to the asset's acquisition. Regular way purchases or sales of financial assets, i.e. purchases or sales under a contract whose terms
require delivery of the asset within the time frame established generally by regulation or convention in the marketplace concerned, are accounted for at the trade date.

(8 Financial assets at fair value through profit or loss

Financial assets are classified as financial assets at fair value through profit or loss if they are held for trading. Upon initial recognition, transaction costs are
recognized in profit or loss when incurred. Financial assets at fair value through profit or loss are measured at fair value, and changes therein are recognized in
profit or loss.
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Notes to Consolidated Financial Statements (continued)

Significant Accounting Poalicies (continued)

Financial Assets (continued)

(b)

©

(d)

©

()

Held-to-maturity investments

Financia assets with fixed or determinable payments and fixed maturities, for which the Group has the positive intention and ability to hold to maturity, are
classified as held-to-maturity investments. Subsequent to initial recognition, held-to-maturity investments are measured at amortized cost using the effective
interest method.

Loans and receivables

Loans and receivables are financial assets with fixed or determinable payments. Subsequent to initial recognition, loans and receivables are measured at amortized
cost using the effective interest method, except for loans and receivables for which the effect of discounting isimmaterial.

Available-for-sale financial assets

Available-for-sale financial assets are those financial assets that are not classified as financial assets at fair value through profit or loss, held-to-maturity
investments or loans and receivables. Subsequent to initial recognition, they are measured at fair value, and any changes in fair value, net of any tax effect, are
recorded in other comprehensive income in equity. When a financial asset is derecognized or impairment losses are recognized, the cumulative gain or loss
previously recognized in other comprehensiveincome isreclassified from equity to profit or loss.

Dividends on an available-for-sale equity instrument are recognized in profit or loss when the Group's right to receive payment is established.

Derivative financial instruments

The Group may use derivative financial instruments, such as exchange forward contracts, to hedge its foreign exchange risk. Such derivative financial instruments
areinitially recognized at fair value on the date on which a derivative contract is entered into and are subsequently re-measured at fair value. Any gains or losses
arising from changesin the fair value of derivatives are recognized in profit or loss. Derivatives are carried as financial assets when the fair valueis positive and as
financial liabilities when the fair value is negative.

Derivative financial instruments embedded in non-derivative host contracts are bifurcated and accounted for as separate derivatives when they meet the definition
of aderivative, the economic characteristics and risks of the embedded derivatives are not closely related to those of the host contracts, and the contracts are not
measured at fair value through profit or loss.

Derecognition of afinancial asset

The Group derecognizes a financial asset when the contractual rights to the cash flows from the asset expire, or it transfers the rights to receive the contractual
cash flows on the financial asset in atransaction in which substantially all the risks and rewards of ownership of the financial asset are transferred. Any interest in
transferred financial assetsthat is created or retained by the Group is recognized as a separate asset or liability.

If the Group retains substantially all the risks and rewards of ownership of the transferred financial assets, the Group continues to recognize the transferred
financial assets and recognizes financial liabilities for the consideration received.
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LINE Corporation

Notes to Consolidated Financial Statements (continued)

Significant Accounting Poalicies (continued)

Financial Liabilities

The Group recognizes financial liabilities in the Consolidated Statements of Financial Position when the Group becomes a party to the contractual provisions of the
financial liability. At the date of initial recognition, financial liabilities are measured at fair value, net of transaction costs. Subsequent to initial recognition, financial
liahilities are measured at amortized cost using the effective interest method.

The Group derecognizes a financial liability from the Consolidated Statements of Financial Position when it is extinguished (i.e. when the obligation specified in the
contract is discharged, canceled or expires).

Inventories

Inventories, consisting of merchandise for resale, are stated at the lower of cost and net realizable value. Cost is determined on afirst-in, first-out ("FIFO") basis. Net
realizable valueis determined based on the estimated selling price, less coststo sell.

Share Capital

Common shares are classified as equity. Incremental costs directly attributable to the issue of common shares and stock options are recognized as a deduction from
equity, net of any tax effects.

Property and Equipment

Property and equipment are measured and recognized at cost, net of accumulated depreciation and/or accumulated impairment losses, if any. Cost includes any other
costs directly attributable to bring the assets to a working condition for their intended use and the costs of dismantling and removing the assets and restoring the site
on which they are located.

The cost of replacing a part of property and equipment is included in the carrying amount of the asset or recognized as a separate asset, as necessary, if it is probable
that the future economic benefits embodied within the part will flow into the Group and if the cost can be reliably measured. Accordingly, the carrying amount of the
replaced part is derecognized. The costs of day to day servicing of property and equipment are recognized in profit or loss asincurred.

Land and assets held within construction-in-progress are not depreciated. Depreciation of property and equipment is computed using the straight-line method based on
the depreciable amount of the assets over their respective useful lives as provided below. A component that is significant compared with the total cost of an item of
property and equipment is depreciated separately over its useful life.

Gains or losses arising from the derecognition of an item of property and equipment are determined as the difference between the net disposal proceeds, if any, and the
carrying amount of the item and recognized in other operating income or expenses.

The estimated useful livesfor the years ended December 31, 2014, 2015 and 2016 are as follows:

Estimated useful lives (years)

Equipment (mainly consist of servers) 35
Furniture and fixtures 35
Others 35
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Notes to Consolidated Financial Statements (continued)

Significant Accounting Poalicies (continued)
Property and Equipment (continued)

Depreciation methods, useful lives and residual values are reviewed at each fiscal year-end and adjusted, as appropriate, if expectations differ from previous estimates.
The change is accounted for as a change in an accounting estimate.
Borrowing Costs

The Group capitalizes borrowing costs directly attributable to the acquisition, construction or production of a qualifying asset as part of the cost of that asset. Other
borrowing costs are expensed asincurred. A qualifying asset is an asset that requires a substantial period of time to get ready for itsintended use or sale.

To the extent that the Group borrows funds specifically for the purpose of obtaining a qualifying asset, the Group determines the amount of borrowing costs eligible for
capitalization as the actual borrowing costs incurred on that borrowing during the period less any investment income on the temporary investment of those borrowings.

To the extent that the Group borrows funds generally and uses them for the purpose of obtaining a qualifying asset, the Group shall determine the amount of borrowing
costs eligible for capitalization by applying a capitalization rate to the expenditures on that asset, which is the effective interest rate of the general borrowing. The
capitalization rate shall be the weighted average of the borrowing costs applicable to the borrowings of the Group that are outstanding during the period, other than
borrowings made specifically for the purpose of obtaining a qualifying asset. The amount of borrowing costs that the Group capitalizes during a period shall not exceed
the amount of borrowing costsincurred during that period. No borrowing costs were capitalized during the years ended December 31, 2015 and 2016.

Intangible Assets

Intangible assets are initially measured at cost, and carried at cost less accumulated amortization and accumulated impairment |osses after initial recognition.

Within intangible assets with finite lives, customer relationships are amortized by the declining balance method and other intangible assets with finite lives are amortized
mainly using the straight-line method over the useful lives of the respective assets as provided below. Intangible assets with finite lives are assessed for impairment
whenever there is an indication that the intangible asset may be impaired. The residual value of intangible assets is assumed to be zero.

The estimated useful lives for the intangible assets with finite lives for the years ended December 31, 2014, 2015 and 2016 are as follows:

Estimated useful lives (years)

Software 2-5
Customer rel ationships 7
Others 1-10

The amortization periods and methods for intangible assets with finite useful lives are reviewed at each fiscal year-end. If expectations differ from previous estimates, the
changes will be accounted for as a change in an accounting estimate.

Research and devel opment

Expenditures on research activities, undertaken with the prospect of gaining new scientific or technical knowledge and understanding, are recognized in profit or
loss as incurred. Development expenditures are capitalized only if development costs can be measured reliably, the product or process is technically and
commercially feasible, future economic benefits are probable, and the Group intends to and has sufficient resources to complete development and to use or sell
the asset. Other development expenditures are recognized in profit or loss asincurred.
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Notes to Consolidated Financial Statements (continued)

Significant Accounting Poalicies (continued)

Leases

Lease Transactions

The determination of whether an arrangement is, or contains, alease is based on the substance of the arrangement at the inception date. In the event that fulfillment of
the arrangement is dependent on the use of specific assets or the arrangement transfers aright to use the asset, such assets are defined as a |l ease transaction.

@

(b)

Finance Leases
L eases that transfer substantially all risks and benefits of ownership of the leased item to the lessee are classified as finance | eases.
Group as lessee

Finance leases are capitalized at the lease's commencement at the lower of the fair value of the leased property and the present value of the minimum lease
payments. The discount rate to be used in calculating the present value of the minimum lease paymentsis the interest rate implicit in the lease, if thisis practicable
to determine; if not, the lessee'sincremental borrowing rate shall be used. The minimum lease payments are apportioned between finance charges and reduction of
the lease liability so as to achieve a constant rate of interest on the remaining balance of the liability. A leased asset is depreciated over the shorter of the
estimated useful life of the asset or the lease term.

Operating Leases

All lease arrangements, except finance leases that have been capitalized in the Consolidated Statements of Financial Position, are classified as operating |leases.
Group aslessee

For operating |ease transactions, |ease payments are recognized as an expense using the straight-line method over the lease term in the Consolidated Statements
of Profit or Loss.

Group as lessor

The Group had cancelable lease contracts related to servers, data storage, network equipment, personal computers and software with third parties for the years
ended December 31, 2014, 2015 and 2016. The leased assets are included in "Property and equipment" in the Consolidated Statements of Financial Position and
are depreciated over their expected useful lives on a basis consistent with similar assets included in property and equipment. Income from operating leases (net of
any incentives given to the lessee) is recognized on a straight-line basis over the lease term.
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Notes to Consolidated Financial Statements (continued)

Significant Accounting Poalicies (continued)

Impairment of Financial Assets

A financial asset not carried at fair value through profit or loss is assessed at each reporting date to determine whether there is objective evidence that it isimpaired. A
financial asset isimpaired if objective evidence indicates that a loss event has occurred after the initial recognition of the asset, and that the loss event had a negative
effect on the estimated future cash flows of that asset that can be estimated reliably. However, losses expected as a result of future events, regardless of likelihood, are
not recognized.

Objective evidence that financial assets, including equity securities, are impaired can include significant financial distress of issuers of financial assets or debtors,
default or delinquency by a debtor, restructuring of an amount due to the Group on terms that the Group would not consider otherwise, indications that a debtor or
issuer will enter bankruptcy, the disappearance of an active market for a security, or the existence of observable data that shows the negative effect on expected future
cash flows of the group of financial assets after theinitial recognition can be reliably estimated, though the decrease in expected future cash flows of individual financial
assets cannot be reliably estimated.

In addition, for an investment in an equity security classified as an available-for-sale financial asset, a significant or prolonged decline in its fair value below its cost is
objective evidence of impairment.

If financial assets have objective evidence that they areimpaired, impairment losses should be measured and recognized.

(& Financia assets measured at amortized cost

An impairment loss in respect of afinancial asset measured at amortized cost is calculated as the difference between its carrying amount and the present value of
its estimated future cash flows discounted at the asset's original effectiveinterest rate. If it isnot practicable to obtain the instrument's estimated future cash flows,
impairment losses are measured by using prices from any observable current market transactions. The Group can recognize impairment losses directly or establish
aprovision to cover impairment losses. If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an
event occurring after the impairment was recognized, the previously recognized impairment loss is reversed by adjusting an allowance account. Financial assets
are directly written off when there is no realistic prospect of future recovery.

(b) Available-for-salefinancial assets

While other evidence and indicators are taken into consideration, generally, when the fair value of an available-for-sale financial asset is below the acquisition cost
consistently for aperiod of six months or more, or, if the fair value of the available-for-sale financial assetsis 20% below its acquisition cost, impairment losses are
assessed for such financial asset. When a declinein the fair value of an available-for-sale financial asset has been recognized in other comprehensive income and
there is objective evidence that the asset is impaired, the cumulative loss that had been recognized in other comprehensive income is reclassified from equity to
profit or loss as a reclassification adjustment even though the financial asset has not been derecognized. |mpairment losses recognized in profit or loss for an
investment in an equity instrument classified as available-for-sale are not reversed through profit or loss. If, in a subsequent period, the fair value of a debt
instrument classified as available-for-sale increases and the increase can be objectively related to an event occurring after the impairment loss was recognized in
gain or loss, theimpairment lossis reversed, with the amount of the reversal recognized in profit or loss.
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Notes to Consolidated Financial Statements (continued)

Significant Accounting Poalicies (continued)

Impairment of Non-financial Assets

The Group's non-financial assets, which include tangible assets and intangibl e assets with definite useful lives and indefinite useful lives, but exclude deferred tax assets
and non-current assets held for sale, are reviewed for impairment at the end of the reporting period to determine whether there is any indication of impairment. If any
such indication exists, the asset's recoverable amount is estimated. In addition, annual impairment tests are performed for goodwill and intangible assets with indefinite
useful lives.

If it isimpossible to measure the individual recoverable amount of an asset, then the Group estimates the recoverable amount of the cash-generating unit ("CGU"). A
CGU isthe smallest identifiable group of assets that generates cash inflows that are largely independent of the cash inflows from other assets or groups of assets. The
recoverable amount of an asset or CGU is the greater of its value in use or its fair value less costs to sell. The value in use is estimated by applying a pre-tax discount
rate to the estimated future cash flows expected to be generated by the asset or CGU. Such pre-tax discount rate reflects current market assessments of the time value of
money and the risks specific to the asset or the CGU for which estimated future cash flows have not been adjusted.

An impairment loss is recognized if the carrying amount of an asset or a CGU exceeds its recoverable amount. Impairment losses are recognized in profit or loss. An
impairment lossis reversed if there has been a change in the estimates used to determine the recoverable amount. An impairment loss is reversed only to the extent that
the asset's carrying amount does not exceed the carrying amount that would have been determined, net of depreciation or amortization, if no impairment loss had been
recognized.

Goodwill

Goodwill acquired in a business combination is, from the acquisition date, allocated to each CGU that is expected to benefit from the synergies arising from the
combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units. A CGU to which goodwill has been allocated is tested for
impairment annually, or more frequently when there is an indication that the unit may be impaired. If the recoverable amount of the CGU isless than its carrying amount,
the impairment loss is allocated first to reduce the carrying amount of any goodwill allocated to the unit and then to the other assets of the unit pro rata based on the
carrying amount of each asset in the unit. Impairment losses are recognized in profit or loss, and impairment losses recognized for goodwill are not reversed in
subsequent periods. On disposal of the relevant CGU, the attributable amount of goodwill isincluded in the determination of the gain or loss on disposal.

Employee Compensation

@ Short-term employee compensation
Short-term employee compensations are employee compensations that are expected to be settled wholly before 12 months after the end of the annual reporting
period in which the employees render the related service. The undiscounted short-term employee compensations are accounted for on an accrual basis over the
period in which employees have provided the services.
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Significant Accounting Poalicies (continued)

(17) Employee Compensation (continued)

(b)

Defined benefit plans

The Group has defined benefit plans for employees of subsidiaries located in Korea, Taiwan and Thailand. A defined benefit plan is a post-employment benefit
plan other than a defined contribution plan. The Group's obligation represents the estimated amount of future benefits that employees have earned in return for
their services in the current and prior periods. The calculation is performed annually by an independent actuary using the projected unit credit method. The
calculation isreviewed and approved by the management of the Group.

Current service cost is the increase in the present value of the defined benefit obligation resulting from employee service in the current period. Past service cost,
which is the change in the present value of the defined benefits obligation for employee services in prior periods, resulting in the current period from the
introduction of, or change to post-employment benefits, isrecognized in full in profit or loss in the period in which the plan amendment occurs.

Remeasurement of the net defined benefit liability is mainly comprised of actuarial gains and losses resulting from experience adjustments and the effects of
changes in actuarial assumptions. Experience adjustments are the effects of differences between the previous actuarial assumptions and what has actually
occurred. The Group recognizes all remeasurements of the net defined benefit liability in other comprehensive income when incurred.

The discount rate used in the present valuation calculation is the yield at the reporting date on high-quality corporate bonds that have maturity dates
approximating the terms of the Group's obligations and that are denominated in the same currency in which the benefits are expected to be paid.

Net interest on the net defined benefit liability is determined by multiplying the net defined benefit liability by the discount rate noted above, taking account of
any changes in the net defined benefit liability during the period as aresult of contribution and benefit payments. Interest on the net defined benefit liability is
recognized in profit or loss.

(18) Share-based Payments

The Group has granted stock options to directors and employees. The fair values of the stock options are measured at the grant dates. Compensation expenses related
to stock options are recognized over the vesting period of two years. Refer to Note 4 Significant Accounting Judgments, Estimates and Assumptions and Note 27 Share-
based Payments for more details on the val uation methodol ogy of stock options and the assumptions used in such valuation.

(19)

Marketing Expenses

The Group incurs marketing expenses to increase brand awareness and to promote the launch of new services. The Group's marketing expenses are primarily related to
advertising in mass media, namely television advertising and advertising on mobile applications, and expenses incurred for brand promotional events. Marketing
personnel compensation expenses are not included in marketing expenses, and are recorded as part of the employee compensation expenses. Expenditures related to
marketing activities are recognized as expenses when incurred.
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Significant Accounting Poalicies (continued)

Provisions

Provisions are recognized when the Group has a present legal or constructive obligation as a result of a past event, it is probable that an outflow of resources
embodying economic benefitswill be required to settle the obligation and areliable estimate can be made of the amount of the obligation.

There are uncertainties about the amount and timing of the cash outflows related to provisions. The risks and uncertainties that inevitably surround events and
circumstances are taken into account in reaching the best estimate of a provision. Where the effect of the time value of money is material, provisions are determined at
the present value of the expected future cash flows.

The Group's provisions mainly comprise provision for restoration obligations for leased property, and the provision for the licensing expense payable to the third-party
partners upon redemption of free promotional virtual creditsfor virtual items by customersin the future.

Provisions are reviewed at the end of each reporting period and adjusted to reflect the current best estimates. If it is no longer probable that an outflow of resources
embodying economic benefitswill be required to settle the obligation, the provision is reversed.

A provision may only apply to expenditures for which the provision was originally recognized.

Revenue

The Group mainly operates a cross-platform messenger application, LINE, and provides communication and content sales and advertising services. Communication and
content sales are primarily made to end users in the form of communication products such as LINE Stickers, and content such as LINE Games. Advertising services are
provided on the LINE platform through advertising products such as LINE Official Accounts and Sponsored Stickers, as well as the Group's web portals, livedoor and
NAVER Matome. Refer to Note 5 Segment Information for more details on product lines and services provided.

The Group recognizes revenues associated with the transactions by reference to the stage of completion of the transactions at the end of the reporting period.
Determination of the stage of completion for the different revenue streams is described below. Revenue is measured at the fair value of the consideration of services
provided in the ordinary course of business, |ess applicable sales and other taxes, where appropriate.

Virtual credits

Virtual credits may be purchased with credit cards or cash. Depending on the type of service, end users may make payments using cash, credit cards or the Group's
virtual credits. Most of the end-user purchases are processed through payment processing service providers such as Apple App Store and Google Play. A processing
fee is charged by the payment processing service providers for each transaction processed which are recognized as "payment processing and licensing expenses" on
the Company's Consolidated Statements of Profit or Loss.

Upon the initial sales of the Group's virtual credits, the Group records proceeds received as advances received on the Consolidated Statements of Financial Position. As
prescribed in the terms and conditions between the Group and end users, the Group's virtual credits are not refundable. However, in the event that the Group
discontinues its operations, the Japanese Payment Services Act may require the Group to refund the advances received to the end users.

When virtual credits are redeemed for the purchase of in-game/in-app virtual items, virtual credit balances of the end users are reduced by the price of the purchase, and
the related advances received are reclassified to revenues over the applicable revenue recognition periods, as described in the following paragraphs. The total amount of
revenues recognized is equivalent to the amount of total consideration paid by the end users.
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(21) Revenue (continued)

@
0

(i)

LINE business and portal
Communication—LINE Stickers and Creator Stickers

LINE Stickers and Creator Stickers are emoticons that end users may purchase and use in instant messaging. Payments may be made with cash, virtual credits or
credit cards. When virtual credits are redeemed for the purchase of Stickers, virtual credit balances of the end users are reduced by the price of the purchase, and
the virtual credits redeemed are recognized as revenues over the revenue recognition period for Stickers. The Group acts as a principal in providing LINE Stickers
and Creator Stickers to end users. Based on historical usage patterns tracked by the Group, the Group determined that a substantial majority of total expected
usage of Stickers by end users occurred over 90 days from purchase, with actual usage concentrated during the earlier part of this period. Accordingly, the Group
recognizes Stickers revenues over an estimated usage period of 90 days and on an accelerated basis within such period.

Content—LINE Games and Applications

Games devel oped by third-party game developers

All games devel oped by third-party game devel opers are free to download from the LINE platform. End users may purchase in-game virtual items with cash
or credit cards within the games.

The Group enters into revenue sharing arrangements with the third-party game developers. The terms of such arrangements provide that when end users
purchase in-game virtual items sold by the game developer via the LINE platform, the Group receives a fixed percentage of the net proceeds received from
payment processing service providers.

With respect to the sale of in-game virtual items to end users, the Group has determined that the third-party game developer is the primary obligor for the
game-related services, as the third-party game developers have the primary responsibility for creating the in-game virtual items which end users may
purchase and use in the mobile games, and devel oping, maintaining and updating the mobile games.

The Group views the third-party game developers to be its customers, and the Group's deliverables to its customers over the term of the game are: 1)
channeling users to the mobile games, 2) providing payment processing services, and 3) providing server hosting services.

The Group determined that each deliverable was a separate unit of account and it estimates the selling price of payment processing services and server
hosting services based on cost plus margin, taking into consideration historical cost and industry profit margin range. The Group then allocates any
residual amount to services for channeling users to the mobile games.
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(21) Revenue (continued)

The Group's performance obligations with respect to channeling services are fulfilled at the time that the in-game virtual item is purchased by an end user and
accordingly, the revenues attributabl e to the channeling services are recognized at the time of purchase.

Game termination announcements are made by sending notifications to end users two months prior to game termination. Once the game termination
announcement is made, in-game virtual items are no longer available for purchase, but the game is still available to end users for the remaining two month
period. Accordingly, subsequent to the announcement of game termination, the Group is required to provide two additional months of hosting services, i.e.
up until game termination, and three months of payment processing services, i.e. up until one month after game termination, as payment processing services
are provided on athree-month timelag.

The Group's performance obligations with respect to the hosting services and payment processing services are fulfilled as such services are provided, i.e.,
from game inception through game termination, and from game inception through one month subsequent to game termination, respectively. Accordingly, the
revenues attributabl e to the hosting services and payment processing services are recognized ratably over the service periods as described above. However,
as the Group does not generate revenues subsequent to the announcement of game termination, the Group defers the revenue attributable to the post-
termination-announcement performance obligations for hosting services and payment processing services from the amounts received in the first month of the
arrangement, and recognizes such revenues over the two and three months, respectively, following the announcement of game termination.

The Group began providing third party games on its platform in 2012. As of December 31, 2016, the average life of third party games, which included both
active and terminated third party games, was approximately 17 months. For the year ended December 31, 2016, on average, server hosting services revenues
were recognized ratably over approximately 17 months, while payment processing services revenues were recognized ratably over approximately 18 months.

Internally developed games and applications

The Group also provides games and applications ("apps') developed internally for end users, and considers itself the principal in providing the games or
appsto end users. The Group's primary responsibility isto develop, maintain and provide the games and apps, and in-game/in-app virtual items to end users.
All games and apps are free to download; however, in-game/in-app virtual items developed by the Group may be purchased with cash, credit cards or the
Group's virtual credits within the games/apps. The Group offers both consumable and durable virtua items in its internally developed games and apps.
Common characteristics of consumable virtual itemsinclude virtual items that are consumed by end users' specific actions and do not provide end users with
any continuing benefits. Consumable virtual items offered by the Group are generally consumed upon purchase by end users. Accordingly, the Group
recognizes revenues attributable to consumable virtual items upon sale.

A durable virtual item represents an item that provides the end user with continuing benefits. The period of benefit of a durable virtual item generally ends at
the earliest of 1) an item ceasing to provide further benefits to an end user (i.e., the period of benefit is represented by the usage period of such item), 2) an
item being removed from the game board or app, by specific in app/in-game actions taken by an end user, or 3) an end user abandoning the game or app.
Accordingly, the Group determines that revenue attributable to durable virtual items is recognized either a) ratably over the estimated usage period, or b)
when the Group cannot estimate the estimated usage period upfront, ratably over the estimated average playing period of paying users adjusted for any
virtual items removed from the game board or app.
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(21) Revenue (continued)

The estimated usage period for durable virtual itemsis developed by taking into consideration historical data on purchase patterns and user usage behavior.
For the year ended December 31, 2014, the estimated usage period was used for recognizing revenue from durable virtual items for only one of the Group's
internally developed games and was estimated to be several days. For the year ended December 31, 2014, sales generated by this internally developed game
were immaterial. For the year ended December 31, 2015, the usage periods were estimated to be several days and the sales generated by such durable items
were immaterial. For the year ended December 31, 2016, the usage periods were estimated to be several days and the sales generated by such durable items
were immaterial.

The Group defines the playing period as the period from when a paying user first purchased virtual currencies to when a paying user is deemed to have
become inactive, i.e. when a paying user has not logged onto the game/app for two consecutive months. To estimate the average playing period for a paying
user, the Group analyzes monthly cohorts composed of paying users who made their first purchase of virtual currency during such month. The Group tracks
these monthly cohorts and analyzes the dates on which paying users within each cohort become inactive. Based on the actual data observed, the Group
extrapolates the future declines in paying users to determine the ending point of a paying user's life beyond the date for which observable data is available.
The Group then uses the actual and extrapolated data to calculate the average playing period. For the years ended December 31, 2014, 2015 and 2016, the
estimated average playing periods ranged from approximately 7 monthsto 12 months, 11 months to 21 months and 8 months to 28 months, respectively.

Revenue attributable to the durable virtual items removed from the game board or app is recognized by developing estimated removal rates, i.e. the rates at
which durable virtual items are being removed from the game board or app by end users, and applying such rates to total sales generated from durable virtual
items.

Upon launching a new game/app, the Group eval uates the nature of the virtual items, the behavior of end users with respect to such items and the availability
of supporting data in determining the related revenue recognition policy. The Group may also consider other existing internally devel oped games/apps data
and industry data in determining the related revenue recognition policy if insufficient history has been developed for such new game/app. In the situation
where the Group does not have sufficient data to analyze user behavior, and cannot identify any similar games/apps to serve as references for the Group to
reasonably estimate the life of the game/app, the Group defers all sales until such history is developed. Once sufficient history is developed, the Group
assesses the estimations (such as the estimated usage period and the estimated average playing period for paying users), for durable virtual items quarterly
on agame/app by game/app basis.

For the year ended December 31, 2014, the Group had one internally developed game for which it had insufficient data to reasonably estimate the average
playing period until the beginning of Q3'2014. Accordingly, for the purposes of recognizing revenue for such game, for the quarters ended March 31, 2014
and June 30, 2014, the Group only recognized revenue attributable to removed virtual items by applying the estimated removal rates for the respective periods,
and deferred all remaining sales. Beginning of Q3'2014, as the Group determined that it had sufficient history to reasonably estimate the average playing
period for such game, the Group began recognizing revenues for virtual items which continued to be available to end users over the average playing period
for such game.

In Q2'2015, the Group launched an internally developed game for which it had insufficient data to reasonably estimate the average playing period until the
beginning of Q4'2015. Accordingly, for the purposes of recognizing revenue for this game, for the quarters ended June 30, 2015 and September 30, 2015, the
Group recognized revenue based on the estimated average playing period of another game with similar characteristics. Beginning of Q4'2015, the Group
determined that it had sufficient history to reasonably estimate the average playing period for such game. Accordingly, the Group began recognizing
revenues for virtual items which continued to be available to end users over the average playing period for this game.
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For the year ended December 31, 2016, the Group had one internally developed game for which it had insufficient data to reasonably estimate the average
playing period until the beginning of Q2'2016. Accordingly, for the purpose of recognizing revenue for this game, for the quarters ended March 31, 2016, the
Group deferred all the revenue arising from sales of durable virtual items and only recognized revenue attributable to the consumable virtual items. Beginning
of Q2' 2016, the Group determine that it had sufficient history to reasonably estimate the average playing period for such game. Accordingly, the Group began
recognizing revenues for durable virtual items which continued to be available to end users over the average playing period for this game. Also, in Q3'2016,
the Group launched an internally devel oped game for which it hasinsufficient data to reasonably estimate the average playing period until the end of Q4'2016.
Accordingly, for the purpose of recognizing revenue for this game, the Group only recognized revenue attributable to the sales of consumable virtual items
and deferred all the revenue arising from sales of durable virtual items.

(i) Others

(iv)

Others mainly includes revenue from the sales of LINE character merchandise. Revenue from the sale of goods is recognized when the significant risks and
rewards of ownership of the goods have passed to the buyer, usually on delivery of the goods. Revenue from the sale of goods is measured at the fair value of
the consideration received or receivable, net of returns and trade discounts.

LINE advertising—Official Accounts, Sponsored Stickers, LINE Points (formerly, Free LINE Coins service), Timeline Adsand LINE NEWS Ads.

LINE Official Accounts enable businesses and celebrities to send messages directly to LINE users who have added them as friends. The Group recognizes
Official Accounts subscription revenues ratably over the advertising contract periods. In addition, advertisers with Official Accounts may offer Sponsored
Stickersto LINE users, who may download them for free. Similar to the user usage pattern of LINE Stickers, the total Sponsored Stickers usage was also observed
to be significantly weighted towards the earlier part of the usage period. Accordingly, the Group recognizes Sponsored Stickers revenue on an accel erated basis
over a 208-day period following the commencement of the advertising contract period, throughout which Sponsored Stickers are available to be used by end
users.
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(22)

(eS)

V)

(b)

Free LINE Coins service is a pay-per-action advertising service the Group offers. Advertisers pay the Group a predetermined fixed fee per specific action taken by
end users, such as successful downloading of an application or viewing of a commercial. In exchange, the Group publishes the applications or commercials
produced by advertisers on the LINE platform, and issues LINE Coins to end users without charge (such LINE Coins, "free LINE Coins"). The Group recognizes
revenue from Free LINE Coins service in the period in which an end user takes the action the advertiser contracted for, except for the portion of revenue
attributable to the free LINE Coins issued by the Group. The portion of the revenue attributable to free LINE Coinsis measured at the average selling price of LINE
Coins. Revenue related to unused free LINE Coins at the end of the accounting period is deferred, while revenue related to redeemed free LINE Coinsis recognized
in accordance with the revenue recognition policy for the virtual item purchased. In Q2'2016, the Group replaced the Free LINE Coins service by a new service,
LINE Points. All the free LINE Coins outstanding at the time of conversion were exchanged into LINE Points. The portion of the revenue attributable to LINE
Pointsis measured at the fair value of LINE Points. Revenue related to unused LINE Points at the end of the accounting period is deferred, while revenue related to
redeemed LINE Points is recognized in accordance with the revenue recognition policy for the virtual item purchased. Fair value of the LINE Points is estimated
based on the amount which auser is required to settle a transaction.

LINE advertising also includes Timeline Ads and other services such as LINE NEWS Ads. The Group has contractual relationships with advertisers for actions
such as advertising impressions, views and clicks. Advertising revenues are recognised when these performance obligations are fulfilled.

Portal advertising

The Group provides advertising services through its web portals, livedoor and NAVER Matome. The Group recognizes web portal advertising revenues ratably
over the advertising contract periods.

Data management services

The Group used to provide data management services and recognized the revenues over the life of the service contract periods. The data management business
was disposed on September 30, 2014. As a result, the data management business was retrospectively classified as part of the discontinued operations in the
Consolidated Statements of Profit or Loss for the year ended December 31, 2014. Refer to Note 3 (1) Significant Accounting Policies for further details.

Finance Income and Finance Costs

Finance income mainly comprises interest income from time deposits and held-to-maturity investments. Interest income is recognized as it accruesin profit or loss, using
the effective interest method.

Finance costs comprise interest expense on borrowings and unwinding of the discount on provisions. Borrowing costs that are not directly attributable to the
acquisition, construction or production of aqualifying asset are recognized in profit or loss using the effective interest method.

Other Non-operating Income and Expenses

Other non-operating income comprises dividend income, gains on the disposal of available-for-sale financial assets, and changes in the fair value of financial assets at
fair value through profit or loss. Dividend incomeisrecognized in profit or loss on the date that the Group's right to receive payment is established.
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Other Non-operating Income and Expenses (continued)

Other non-operating expenses comprise changes in the fair value of financial assets at fair value through profit or loss, and impairment |osses recognized on available-
for-salefinancial assets.

Income Taxes

Income tax expenses comprise current and deferred tax. Current tax and deferred tax are recognized in profit or loss, except to the extent that they relate to a business
combination, or items recognized directly in equity or in other comprehensive income.

@

(b)

Current tax

Current tax is the expected tax payable or receivable on the taxable profit or loss for the year, using tax rates enacted or substantively enacted at the end of the
reporting period and any adjustment to tax payable in respect of previous years. The taxable profit is different from the accounting profit for the period since the
taxable profit is calculated excluding temporary differences, which will be taxable or deductible in determining taxable profit (tax loss) of future periods, and non-
taxable or non-deductible items from the accounting profit.

Deferred tax

Deferred tax is recognized using the asset-liability method in respect of temporary differences between the carrying amounts of assets and liabilities for financial
reporting purposes and the amounts used for taxation purposes. A deferred tax liability is recognized for all taxable temporary differences. A deferred tax asset is
recognized for all deductible temporary differences, unused tax losses and unused tax credits to the extent that it is probable that taxable profit will be available
against which they can be utilized. However, deferred tax is not recognized for the following temporary differences: taxable temporary differences arising on the
initial recognition of goodwill, or the initial recognition of assets or liabilities in a transaction that is not a business combination and that affects neither
accounting profit or loss nor taxable income.

The Group recognizes a deferred tax liability for all taxable temporary differences associated with investments in subsidiaries, associates and joint ventures, except
to the extent that the Group is able to control the timing of the reversal of the temporary difference and it is probable that the temporary difference will not reverse
in the foreseeable future. The Group recognizes a deferred tax asset for all deductible temporary differences arising from investments in subsidiaries, associates
and joint ventures, to the extent that it is probable that the temporary difference will reverse in the foreseeable future and taxable profit will be available against
which the temporary difference can be utilized.

The carrying amount of adeferred tax asset is reviewed at the end of each reporting period and is reduced to the extent that it is no longer probable that sufficient
taxable profit will be available to allow the benefit of part or all of that deferred tax asset to be utilized.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the period when the asset is realized or the liability is settled, based on
tax rates and tax laws that have been enacted or substantively enacted by the end of the reporting period. The measurement of deferred tax liabilities and deferred
tax assets reflects the tax consequences that would follow, in a manner that the Group expects, at the end of the reporting period to recover or settle the carrying
amount of its assetsand liabilities.
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Income Taxes (continued)

Deferred tax assets and liabilities are offset only if thereis alegally enforceable right to offset the related current tax liabilities and assets, and they relate to income
taxes levied on the same taxabl e entity by the same tax authority.

Earnings per Share

The Group presents basic and diluted earnings per share ("EPS') data for its common shares. Basic EPS is calculated by dividing the profit or loss attributable to
the holders of common shares of the Company by the weighted average number of common shares outstanding during the year, adjusted for own shares held. Diluted
EPS is determined by adjusting the profit or loss attributable to the holders of common shares and the weighted average number of common shares outstanding,
adjusted for own shares held, for the effects of all dilutive potential common shares, such as stock options granted to directors and employees of the Group. Potential
common shares are antidilutive when their conversion to common shares would increase earnings per share or decrease loss per share from continuing operations. The
calculation of diluted earnings per share does not assume conversion, exercise, or other issue of potential common shares that would have an antidilutive effect on
earnings per share.

Operating Segments

The Group identifies operating segments based on the internal report regularly reviewed by the Group's Chief Operating Decision Maker to make decisions about
resources to be allocated to segments and assess performance. An operating segment of the Group is a component for which discrete financial information is available.
The Chief Operating Decision Maker has been identified as the Company's board of directors.

Discontinued Operations and Non-current Assets Held for Sale

Discontinued operations are reported when a component of an entity comprising operations and cash flows that can be clearly distinguished, operationally and for
financial reporting purposes, from the rest of the entity is classified as held for sale or has been disposed of, if the component either (1) represents a separate major line
of business or geographical area of operations and (2) is part of a single coordinated plan to dispose of a separate major line of business or geographical area of
operations or (3) isasubsidiary acquired exclusively with aview to resale.
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Discontinued Operations and Non-current Assets Held for Sale (continued)

The Group determined to dispose its data management business in September 2014. The Group determined to dispose its MixRadio business in February 2016. In the
Consolidated Statements of Profit or Loss, income from the discontinued operations is reported separately from loss from continuing operations; prior periods are
presented on a comparable basis. The cash flows from discontinued operations are presented in Note 23 Discontinued Operations. References made to the Consolidated
Statements of Profit or Loss, except for those noted in Note 23 Discontinued Operations, are related to continuing operations.

In the event that certain non-current assets and disposal groups whose carrying values will be recovered principally through a sale rather than through continuing use,
such non-current assets and disposal groups are classified as held for sale. Non-current assets or disposal groups classified as held for sale or held for disposal are
measured at the lower of their carrying amount or fair value less costs to sell, unless these items presented in the disposal group are not part of the measurement scope
asdefined in IFRS 5 Non-current Assets Held for Sale and Discontinued Operations.

Standards | ssued but not yet Effective

The standards and interpretations that are issued but not yet effective as of December 31, 2016 are disclosed below. The Group intends to adopt these standards, if
applicable, when they become effective.

— IFRS 9 Financial Instruments

The IASB issued the final version of IFRS9 Financial Instruments which sets out the requirements for recognizing and measuring financial assets, financial
liabilities and some contracts to buy or sell non-financial itemsto replace IAS 39 Financia Instruments: Recognition and Measurement. IFRS 9 is the new standard
for the financial reporting of financial instruments that is principles-based and brings together the classification and measurement, impairment and hedge
accounting phases of the IASB's project. IFRS 9 is built on a single classification and measurement approach for financial assets that reflects the business model
in which they are managed and their cash flow characteristics including new impairment reguirements that are based on a more forward-looking expected credit
loss model that will result in more timely recognition of loan losses and is a single model that is applicable to all financia instruments subject to impairment
accounting. In addition, IFRS 9 addresses the so-called 'own credit' issue, whereby banks and others book gains through profit or loss as aresult of the value of
their own debt falling due to a decrease in credit worthiness when they have elected to measure that debt at fair value. IFRS9 is effective for annual periods
beginning on or after January 1, 2018, and early application is permitted. The Group has determined not to early adopt IFRS 9 and is currently assessing the
impacts of IFRS 9's adoption.

- IFRS 15 Revenue from Contracts with Customers

The IASB issued IFRS 15 Revenue from Contracts with Customers for recognizing revenue. IFRS 15 establishes a five-step model that will apply to revenue
earned from a contract with a customer, regardless of the type of revenue transaction or industry, with limited exceptions. In addition to the five-step model, the
standard specifies how to account for the incremental costs of obtaining a contract and the costs directly related to fulfilling a contract. Provided those costs are
expected to be recovered, they shall be capitalized and subsequently amortized and tested for impairment. IFRS 15 also applies to the recognition and
measurement of gains and losses on the sale of some non-financial assets that are not an output of an entity's ordinary activities, such as sales of property, plant
and equipment or intangibles. Either a full retrospective application or a modified retrospective application is required for annual periods beginning on or after 1
January 2018. Early adoption is permitted under IFRS. The modified approach will allow the standard to be applied to existing contracts beginning with the current
period but requires the cumulative effect of applying IFRS 15 to contracts that commenced prior to the current period to be recognized in the year of initial
application as a catch-up adjustment. No restatement of the comparative periods will be required under this approach, as long as comparative disclosures about
the current period's revenues under existing IFRS are included.
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The Group recognizes revenue associated with communication and content sales and with advertising services by reference to the stage of completion. These
transactions are satisfied over time and measured by the progress towards compl ete satisfaction of performance obligations. The Group has preliminary assessed
that the method currently used to measure the progress towards complete satisfaction of these performance obligations will continue to be appropriate under IFRS
15. Under IFRS 15, the allocation of a consideration will be made based on relative stand-alone selling prices for each performance obligation. The Group is still in
the process of assessing the full impact of the application of IFRS 15 on the financial statements and it is not practicable to provide areasonable financial estimate
of the potential effect until the detailed review is complete. As aresult, the above preliminary assessment is subject to change. The Group does not intend to early
adopt the standard and intends to use the full retrospective method upon adoption.

IFRS 16 Leases

IFRS 16 governs the accounting for leases and the related contractual rights and obligations. In the future, lessees will no longer make a distinction between
finance and operating leases as they have been required to do thus far under IAS17. At the commencement date of a lease, a lessee will recognize a liability to
make |lease payments (i.e., the lease liability) and an asset representing the right to use the underlying asset during the lease term (i.e., the right-of-use asset).
Lessees will be required to separately recognize the interest expense on the lease liability and the depreciation expense on the right-of-use asset. Lessor
accounting under IFRS 16 is substantially unchanged from today's accounting under IAS 17. Lessors will continue to classify all leases using the same
classification principle asin IAS 17 and distinguish between two types of |eases: operating and finance leases. |FRS 16 also requires lessees and lessors to make
more extensive disclosures than under IAS 17. IFRS 16 is effective for annual periods beginning on or after January 1, 2019, although early adoption is permitted if
IFRS 15 is also applied. The Group has started an initial assessment of the potential impact on its consolidated financial statements. So far, the most significant
impact identified is that the Group will recognize new assets and liabilities for its operating leases of certain office space and stores. In addition, the nature of
expenses related to those leases will change as IFRS 16 replaces the straight-line operating expense with a depreciation charge for right-of-use assets and interest
expense on lease liabilities. The Group is still assessing the impacts of IFRS 16's adoption and it is not practicable to provide a reasonable estimate of the financial
effect until the management of the Group completes the assessment.

IAS 12 Recognition of Deferred Tax Assets for Unrealized Losses— Amendmentsto IAS 12

The amendments clarify that an entity needs to consider whether tax law restricts the sources of taxable profits against which it may make deductions on the
reversal of that deductible temporary difference. Furthermore, the amendments provide guidance on how an entity should determine future taxable profits and
explain the circumstances in which taxable profit may include the recovery of some assets for more than their carrying amount. These amendments are effective for
annual periods beginning on or after 1 January 2017 with early application permitted. If an entity applies the amendmentsfor an earlier period, it must disclose that
fact. The Group does not anticipate that the amendments will have amaterial impact on its consolidated financial statements.

IFRS 2 Classification and Measurement of Share-based Payment Transactions— Amendmentsto |FRS 2

The IASB issued amendments to IFRS 2 Share-based Payment that address three main areas: the effects of vesting conditions on the measurement of a cash-
settled share-based payment transaction; the classification of a share-based payment transaction with net settlement features for withholding tax obligations; and
accounting where a modification to the terms and conditions of a share-based payment transaction changes its classification from cash settled to equity settled.
The amendments are effective for annual periods beginning on or after 1 January 2018, with early application permitted. The Group is assessing the potential effect
of the amendments on its consolidated financial statements.
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(29) New and amended standards and interpretations

The Group applied for the first time certain standards and amendments, which are effective for annual periods beginning on or after January 1, 2016. The Group
has not early adopted any other standard, interpretation or amendment that has been issued but is not yet effective.

- IFRS 11 Joint Arrangements: Accounting for Acquisitions of Interests

The amendments to IFRS 11 require that a joint operator accounting for the acquisition of an interest in a joint operation, in which the activity of the joint
operation constitutes a business, must apply the relevant IFRS 3 principles for business combinations accounting. The amendments also clarify that a previously
held interest in ajoint operation is not remeasured on the acquisition of an additional interest in the same joint operation while joint control is retained. In addition,
a scope exclusion has been added to IFRS 11 to specify that the amendments do not apply when the parties sharing joint control, including the reporting entity,
are under common control of the same ultimate controlling party. The amendments apply to both the acquisition of the initial interest in a joint operation and the
acquisition of any additional interests in the same joint operation and are applied prospectively to acquisitions of interests in joint operations occurring from the
beginning of annual periods beginning on or after January 1, 2016. These amendments do not have any impact on the Group as there has been no interest
acquired in ajoint operation during the period.

- Clarification of Acceptable Methods of Depreciation and Amortization (Amendmentsto IAS 16 Property, Plant and Equipment, and |AS 38 Intangibl e Assets)

The IASB issued amendments to IAS 16 Property, Plant and Equipment, and IAS 38 Intangible Assets to clarify that the use of revenue-based methods to
calculate the depreciation of an asset is not appropriate. The IASB also clarified that revenue is generally presumed to be an inappropriate basis for measuring the
consumption of the economic benefits embodied in an intangible asset. This presumption, however, can be rebutted in certain limited circumstances. The
amendments are applied prospectively and do not have any impact on the Group, given that it has not used a revenue-based method to depreciate its non-current
assets.
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4.  Significant Accounting Judgments, Estimates and Assumptions

The preparation of the Group's consolidated financial statements requires the management to make estimates and assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the accompanying disclosures. These estimates and assumptions are based on the best judgment of the management in light of historical
experience and various factors deemed to be reasonable as of the fiscal year end date. Given their nature, uncertainty about these assumptions and estimates could result in
outcomes that require amaterial adjustment to the carrying amount of assets or liabilities affected in future periods.

The estimates and assumptions are continuously reviewed by the management. The effects of a change in estimates and assumptions are recognized in the period of the
change or in the period of the change and future periods. Among estimates and assumptions made by the management, the following are ones that may have a material effect
on the amounts recognized in the consolidated financial statements of the Group:

(@  Imparment

Non-financial assets
Non-current assets other than goodwill

Non-current assets other than goodwill, such as property and equipment, and intangible assets with definite useful lives, are assessed for indications of
impairment at the end of the reporting period. The Group evaluates both internal and external sources of information to assess whether impairment indicators exist.
Some of the impairment indicators are evidence of obsolescence or significant adverse changes in the technological, market, economic or legal environment of the
market in which the Group operates, or the asset is dedicated. If any such indication exists, the recoverable amount of the asset is estimated in order to determine
the extent, if any, of the impairment loss. Likewise, the determination of the assets' recoverable amounts involves the use of estimates by the management that can
have amaterial impact on the respective values and ultimately the amount of any impairment.

Goodwill

The goodwill impairment test requires the Group to exercise judgment and assess whether the carrying value of the CGU to which goodwill has been allocated can
be supported by the recoverable amount of such CGU to which goodwill has been all ocated.

The recoverable amount of a CGU is determined based on a value in use calculation which involves the use of estimates. The main assumptions used in the value
in use calculation include the discount rate, terminal growth rate and expected future cash flow projections for a period of up to five years from financial budgets
approved by the management. Cash flow projections beyond the planning period are extrapolated using terminal growth rates. Cash flow projections take into
account past experience and represent management's best estimates. These assumptions can be subject to significant adjustments from such factors as user trend,
spending on marketing, I T spending of corporations, and competition from competitors. The key assumptions used to determine the recoverable amounts of the
different CGU to which goodwill has been allocated are disclosed and further explained in Note 11 Impairment.

Financial assets measured at amortized cost

Regarding the financial assets measured at amortized cost, the Group assesses whether there is any objective evidence that financial assets are impaired on a
quarterly basis. If there is any objective evidence, the Group recognizes the difference between carrying value of the asset and the present value of estimated
future cash flows as an impairment loss. When the Group estimates the future cash flows, the management considers the probability of default, time of recovery
and past trend of losses, and decides whether the actual loss, which reflects current economic and credit conditions, is more or less than past trends. The Group
considers these estimates to be significant because any adjustments may significantly affect the amount of an impairment loss for the financial assets measured at
amortized cost.

F-33




(b)

(©

(d)

LINE Corporation

Notes to Consolidated Financial Statements (continued)

Significant Accounting Judgments, Estimates and Assumptions (continued)

Recoverability of deferred tax assets

Regarding temporary differences, which are differences between carrying value of an asset or liability in the Consolidated Statements of Financial Position and its tax
base, the Group recognizes deferred tax assets and deferred tax liabilities. The deferred tax assets and deferred tax liabilities are cal culated using the tax rates based on tax
laws that have been enacted or substantively enacted by the end of the reporting period and the tax rates that are expected to apply to the period when the deferred tax
asset is realized or the deferred tax liability is settled. Deferred tax assets are recognized for all deductible temporary differences, unused tax losses carryforward and
unused tax credits carryforward to the extent that it is probable that taxable income will be available. The estimation of future taxable income is calculated based on
financial budgets approved by management of the Group, and it is based on management's subjective judgments and assumptions. The Group considers these estimates
to be significant because any adjustments in the assumed conditions and amendments of tax laws in the future may significantly affect the amounts of deferred tax
assets and deferred tax liabilities.

Methods of determining fair value for financial instruments measured at fair value

Financial assets and financial liabilities held by the Group are measured at the following fair values:

- quoted pricesin active markets for identical assets or liabilities;

- fair value calculated using observable inputs other than quoted prices for the assets or liabilities, either directly or indirectly; and

- fair value calculated using val uation techniques incorporating unobservabl e inputs.

In particular, the fair value estimates using valuation techniques that incorporate unobservable inputs are based on the judgment and assumptions of Group
management, such as experience assumptions, and the use of specific numerical calculation models, such as discounted cash flow models.

Provisions

The Group recognizes asset retirement obligations related to assets leased under operating leases in the Consolidated Statements of Financial Position. These
provisions are recognized based on the best estimates of the costs expected to incur for the restoration of the operating lease properties to the state as specified in the
rental agreements upon termination of the operating leases. The estimation takes risks and uncertainty related to the obligations into account as of the fiscal year end
date.
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Notes to Consolidated Financial Statements (continued)

Significant Accounting Judgments, Estimates and Assumptions (continued)

Provisions (continued)

The Group records a provision for the licensing expense payable to the third-party platform partners upon redemption of promotional virtual credits for virtual items by
end usersin the future. For promotional and marketing purposes, virtual credits are given to end users free of charge.

Defined benefit plans

The cost of the defined benefit plan and the present value of the obligation are determined using actuarial valuations. An actuarial valuation involves making various
assumptions, including the determination of the discount rate and future salary increases.

The Group determines the discount rate based on market returns of high-quality corporate bonds consistent with currencies and estimated payment terms applicable to
the defined benefit obligations as of the reporting date in order to calculate present value of the defined benefit obligations. Estimated future salary increases are based
on historical salary increases and expected future inflation rates.

Due to the complexities involved in the valuation and its long-term nature, a defined benefit obligation is highly sensitive to changes in these assumptions. All
assumptions are reviewed at each reporting date.

Further details about the Group's defined benefit obligations are presented in Note 16 Employment Benefits.

Share-based payments

Share-based payment expenses related to stock options granted to directors and employees are estimated based on the option's fair value determined under the Black-
Scholes-Merton ("Black-Scholes") option pricing model. The Black-Scholes model requires various highly judgmental assumptions, including expected volatility,
expected life of stock options and fair value of share capital at the time of option grants, which will be discussed further bel ow.

Expected volatility is estimated based on the historical volatility of reference companies which are comparable publicly traded companies. The expected life of stock
optionsis estimated based on the expectation of future stock price movements and expected exercise patterns of the option holders.

Valuation of common shares

Until the Company'sinitial public offering in July 2016, the Group exercised significant judgment in determining fair value of common shares at the time of option grants.
Valuation is based on al relevant facts and circumstances known at the time of valuation, including but not limited to factors such as historical financial results and
projections of the Group's future operating and financial performance; market performance of comparable publicly traded companies; overall economic and industry
outlook; and third-party valuations of the Group's common shares as of the date of stock option grants.

Revenues
For revenues attributabl e to the sales of in-game/app virtual items developed by the Group, revenues are recognized over periods over which the benefits are expected to
be consumed by end users, taking into consideration historical data on purchase patterns, log-on information, and the removal rates of virtual items.

For revenues attributable to the sales of LINE Stickers, Creator Stickers and Sponsored Stickers, revenues are recognized over the estimated periods over which LINE
Stickers, Creator Stickers and Sponsored Stickers are expected to be used by users, taking into consideration historical data on usage and user behavior.
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5. Segment Information

For the nine-month period ended September 30, 2014, the Group had identified two reportable segments, LINE business and portal segment and data management services
segment, which were the Group's business units. On September 30, 2014, the Group disposed of its data management services segment. As a result, the data management
services segment was retrospectively classified as part of the discontinued operations in the Consolidated Statements of Profit or Loss for the year ended December 31, 2014.
Refer to Note 23 Discontinued Operations for further details. The Group had a single reportable segment as of December 31, 2014.

Since the fourth quarter of 2015, the structure of the business units that management uses to make decisions about operating matters, and the main performance measures
used for the purpose of allocating resources to the units had changed. Segment reporting was based on two business units, the LINE business and portal segment and the
MixRadio segment.

However, the MixRadio segment was subsequently abandoned on March 21, 2016, and retrospectively classified as a discontinued operation in the Consolidated Statements
of Profit or Loss. Refer to Note 23 Discontinued Operations for further details.

Segment information is presented for continuing operations. No operating segments have been aggregated to form the reportable segments. Refer to Note 3(26) Significant
Accounting Policiesfor further details on the identification of operating segments.

(1) Description of Reportable Segment
The Group has a single reportable segment:

LINE business and portal segment - The Group mainly operates a cross-platform messenger application, LINE, and provides communication and content and
advertising services. Communication and content are primarily provided to end users via various communication and content.
Communication mainly includes LINE Stickers. Content includes LINE Games and LINE PLAY . Others within Communication
and Contents include LINE Friends. Advertising services are provided via LINE advertising, web portals livedoor and NAVER
Matome. LINE advertising includes LINE Official Accounts, Sponsored Stickers, LINE Points Ads, Timeline Ads and LINE
NEWS Ads.
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5. Segment Information (continued)

(2) Revenuesfrom Major Services
The Group's revenues from continuing operations from its major services for the years ended December 31, 2014, 2015 and 2016 are as follows:

(In thousands of yen)

2014 2015 2016
LINE business and portal segment
Communication and content
Communication(® 20,689,739 28,725,134 29,290,039
Content® 40,448,648 49,283,859 44,784,347
Others® 1,783,666 5,985,048 11,922,434
Sub-total 62,922,053 83,994,041 85,996,820
Advertising
LINE advertising® 14,603,427 26,487,056 44,521,637
Portal advertising® 8,840,789 9,924,434 10,185,851
Sub-total 23,444,216 36,411,490 54,707,488
Total 86,366,269 120,405,531 140,704,308

@ Revenues from communication were mainly attributable to sales of LINE Stickers, Creator Stickers and Themes.
@ Revenues from content primarily consisted of salesof LINE Gamesand LINE PLAY 'svirtual items.
®  Revenues from others primarily consisted of salesfrom LINE Friends, LINE Part-time Job, LINE Pay and LINE Mobile.
@ Revenues from LINE advertising primarily consisted of feesfrom LINE Officia Accounts, Sponsored Stickers, LINE Points Ads, Timeline Adsand LINE NEWS Ads.
©®  Revenues from portal advertising were mainly attributable to advertising revenue from web portals, livedoor and NAVER Matome.
(3) Geographic Information
Revenuesfrom external customers

Revenues from external customers classified by country or region were based on the locations of customers. Revenues attributable to communication and content have
been classified based on the geographical location of the end users. Revenues attributable to portal advertising have been classified based on the geographical
|ocations where the services were provided.

(In thousands of yen)

2014 2015 2016
Japan (country of domicile) 65,476,215 84,779,808 100,939,134
Taiwan 10,514,667 17,057,953 15,614,393
Others 10,375,387 18,567,770 24,150,781
Total 86,366,269 120,405,531 140,704,308
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5. Segment Information (continued)

(3) Geographic Information (continued)

Non-current operating assets
Non-current operating assets mainly consist of property and equipment and intangibl e assets.

(In thousands of yen)

2015 2016
Japan (country of domicile) 12,128,756 10,660,501
Korea 2,095,142 3,219,152
Others 567,671 690,349
Total 14,791,569 14,570,002

(4 Major Customers
No single customer accounted for 10 percent or more of the Group'stotal revenues for the years ended December 31, 2014, 2015 and 2016.

6. Cash and Cash Equivalents
The breakdown of cash and cash equivalents as of December 31, 2015 and 2016 is asfollows:

(In thousands of yen)

December 31, December 31,
2015 2016
Cash on hand 3,730 8,169
Demand deposits 33,648,520 134,690,086
Total cash and cash equivalents 33,652,250 134,698,255

7. Trade and Other Receivables

Trade and other receivables as of December 31, 2015 and 2016 are as follows:

(In thousands of yen)

December 31, December 31,
2015 2016
Trade and other receivables, current 27,645,690 29,108,461
Allowance for doubtful accounts, general (397,193) (941,674)
Trade receivables, non-current(® 32,754 82,162
Allowance for doubtful accounts, specific (32,754) (82,162)
Total trade and other receivables 27,248,497 28,166,787

@ The non-current trade receivables were tested for impairment on an individual basis as of the reporting dates based on how long such trade receivables were past due. As
aresult, full specific reserves were recorded.
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7. Tradeand Other Receivables (continued)

For movement in the allowance of doubtful accounts for trade and other receivables, refer to Note 25 Financial Risk Management.

8. Inventories

Inventories as of December 31, 2015 and 2016 are asfollows:

(In thousands of yen)

December 31, December 31,
2015 2016
Goods 1,475,939 960,689
Total Inventories 1,475,939 960,689

Cost of goods recognized from continuing operations for the years ended December 31, 2014, 2015 and 2016, were 812,713 thousand yen, 2,474,809 thousand yen and 3,333,204
thousand yen, respectively. Inventory valuation losses recognized from continuing operations for the years ended December 31, 2014, 2015 and 2016, were 61,991 thousand
yen, 734,218 thousand yen and 186,422 thousand yen, respectively.

9. Property and Equipment
(1) Changesin property and equipment for the year ended December 31, 2015 are asfollows:

(In thousands of yen)

Furniture Construction-
and fixtures Equipment Land in-progress Others Total
Acquisition cost
Balance at January 1, 2015 2,469,779 8,837,564 2,584,357 38,511 185,360 14,115,571
Acquisitions 453,187 4,033,212 - 59,800 202,885 4,749,084
Disposals - (596,214) - - (25,044) (621,258)
Acquisitions through business combinations 16,742 24,546 - - - 41,288
Exchange differences 4,907 (51,143) - - (9,271) (55,507)
Other 5,704 4,968 — (38,511) 1,580 (26,259)
Balance at December 31, 2015 2,950,319 12,252,933 2,584,357 59,800 355,510 18,202,919
Accumulated depreciation and impair ment
Balance at January 1, 2015 858,898 3,572,534 - - 28,620 4,460,052
Disposals - (341,813) - - - (341,813)
Depreciation® 601,827 2,860,363 - - 81,249 3,543,439
Exchange differences 4,831 (26,071) - - (6,981) (28,221)
Impairment® 11,715 42,692 - - - 54,407
Other 2,070 13,349 — — (1,114 14,305
Balance at December 31, 2015 1,479,341 6,121,054 - - 101,774 7,702,169
Carrying amounts
Balance at January 1, 2015 1,610,881 5,265,030 2,584,357 38,511 156,740 9,655,519
Balance at December 31, 2015 1,470,978 6,131,879 2,584,357 59,800 253,736 10,500,750

(@M The balance includes depreciation expenses of 17,086 thousand yen attributable to the MixRadio segment, which was retrospectively classified as a discontinued
operation for the year ended December 31, 2015. Refer to Note 23 Discontinued Operations for further details.

@ A full write-off of the MixRadio segment's property and equipment of 54,407 thousand yen was recognized as a result of the impairment test of the MixRadio segment for
the year ended December 31, 2015. As aresult of the subsequent abandonment on March 21, 2016, the impairment loss was recognized in the Consolidated Statements of
Profit or Loss as "Profit/(loss) from discontinued operations, net of tax". Refer to Note 11 (1) Impairment and Note 23 Discontinued Operations for further details.
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(2) Changesin property and equipment for the year ended December 31, 2016 are as follows:

(In thousands of yen)

Furniture Construction-
and fixtures Equipment Land® in-progress Others Total
Acquisition cost
Balance at January 1, 2016 2,950,319 12,252,933 2,584,357 59,800 355,510 18,202,919
Acquisitions 1,144,035 4,012,191 - 179,017 400,612 5,735,855
Disposals (73,685) (665,150) (2,584,357) - (12,730) (3,335,922)
Deconsolidation of LINE BIZ PlusLtd. ? - (26,635) - - (3,131) (29,766)
Exchange differences (3,197) (44,184) - - 14,282 (33,099)
Other (199,652) 175 — (55,080) — (254,557)
Balance at December 31, 2016 3,817,820 15,529,330 - 183,737 754,543 20,285,430
Accumulated depreciation and impairment
Balance at January 1, 2016 1,479,341 6,121,054 - - 101,774 7,702,169
Disposals (56,694) (471,024) - - (5,477) (533,195)
Depreciation 680,235 3,332,803 - - 120,699 4,133,737
Deconsolidation of LINE BIZ PlusLtd. ? - (4,035) - - (729) (4,764)
Exchange differences (3,197) (12,535) - - 2,389 (13,343)
Other (16,731) (11,121) — — — (27,852)
Balance at December 31, 2016 2,082,954 8,955,142 - - 218,656 11,256,752
Carrying amounts
Balance at January 1, 2016 1,470,978 6,131,879 2,584,357 59,800 253,736 10,500,750
Balance at December 31, 2016 1,734,866 6,574,188 - 183,737 535,887 9,028,678

@ On June 29, 2016, the Company sold its land in Fukuoka. Refer to Note 22 (1) Other Income and Expenses for more details.

@ Refer to Note 20 Supplemental Cash Flow Information for further details.

(3) Contractual commitments for the acquisition of property and eguipment:

(In thousands of yen)

December 31, 2015 December 31, 2016
199,090 1,464,200

The carrying amounts of property and equipment held under finance leases contracts were 1,329 thousand yen and nil as of December 31, 2015 and 2016, respectively.
Additions during the year included nil in 2015 and 2016 of property and equipment under finance leases and installment payment contracts. The leased assets and assets
under installment payment contracts are pledged as collateral for the related finance lease and installment payment liabilities.

F-40




LINE Corporation

Notes to Consolidated Financial Statements (continued)

9. Property and Equipment (continued)

(3) Contractual commitments for the acquisition of property and equipment (continued):

Land in Fukuoka prefecture with a carrying amount of 2,584,357 thousand yen as of December 31, 2015 was subject to afirst lien to secure one of the Group's bank loans.
Such lien was released in the year ended December 31, 2015 and the land was sold on June 29, 2016. Refer to Note 22 (1) Other Income and Expenses for further details.

Construction-in-progress as of December 31, 2015 and 2016 was mainly related to capital expenditures for LINE Fukuoka Corp.'s new office building and for the building
where the Company's new headquarter office will be located, respectively.

10. Goodwill and Other Intangible Assets

(1) Changesin goodwill and other intangible assets for the year ended December 31, 2015 are as follows:

(In thousands of yen)

Customer
Item Goodwill Softwar e®) Musicrights relationships Others Total
Acquisition cost
Balance at January 1, 2015 2,450,892 384,584 - - 53,252 2,888,728
External acquisition - 321,502 - - 764,465 1,085,967
G R (el DTS (e s e 3,425,653 863,429 543,202 108,658 163726 5,104,758
Disposal - (23,817) - - (35,000) (58,817)
Exchange differences (23,770) (439) (1,198) (239) (2,288) (27,934)
Other — (1,345) — — (10,427) (11,772)
Balance at December 31, 2015 5,852,775 1,543,914 542,094 108,419 933,728 8,980,930
Accumulated amortization and impair ment
Balance at January 1, 2015 40,337 200,925 - - 12,908 254,170
Disposals - (23,744) - - (30,960) (54,704)
Amortization® - 265,226 96,884 19,377 132,284 513,771
Impairment 2,691,671 709,287 446,408 91,738 199,185 4,138,289
Exchange differences - 56 (1,198) (2,696) (5,034) (8,872
Other — 5,978 — — — 5,978
Balance at December 31, 2015 2,732,008 1,157,728 542,094 108,419 308,383 4,848,632
Carrying amounts
Balance at January 1, 2015 2,410,555 183,659 - - 40,344 2,634,558
Balance at December 31, 2015 3,120,767 386,186 - - 625,345 4,132,298

O Software was mainly comprised of externally acquired software. The remaining useful life of software as of December 31, 2015 was three years.
@ The balances were mainly related to the Group's acquisition of MixRadio. Refer to Note 29 Business Combinations for further details.

®  The balance includes 307,349 thousand yen attributable to the MixRadio segment, which was retrospectively classified as a discontinued operation for the year ended
December 31, 2015. Refer to Note 23 Discontinued Operations for further details.

@ Asaresult of the Group's annual goodwill impairment test, impairment losses of 2,691,671 thousand yen, 709,287 thousand yen, 446,408 thousand yen, 91,738 thousand
yen and 126,225 thousand yen have been recognized for the full write-off of MixRadio segment's goodwill, software, music rights, customer relationships and other
intangibles, respectively. As the MixRadio segment was subsequently abandoned on March 21, 2016, and was retrospectively classified as a discontinued operation for
the year ended December 31, 2015, the impairment |osses were recognized in the Consolidated Statements of Profit or Loss as "Profit/(loss) from discontinued operations,
net of tax". Refer to Note 11 (1) Impairment and Note 23 Discontinued Operations for further details.
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(2) Changesin goodwill and other intangible assets for the year ended December 31, 2016 are as follows:

(In thousands of yen)

Customer
Item Goodwill Softwar e Music rights relationships Others Total
Acquisition cost
Balance at January 1, 2016 5,852,775 1,543,914 542,094 108,419 933,728 8,980,930
Externa acquisition - 99,050 - - 1,286,394 1,385,444
Acquisition through a business combination
@ 415,731 26,000 - 401,000 - 842,731
Deconsolidation of LINE BIZ PlusLtd. ® (126,449) - - - - (126,449)
Disposal - (9,325) - - - (9,325)
Exchange differences (550,360) (170,485) (108,753) (21,751) (36,362) (887,711)
Other = (2,334) = = (174,476) (176,810)
Balance at December 31, 2016 5,591,697 1,486,820 433,341 487,668 2,009,284 10,008,810
Accumulated amortization and impair ment
Balance at January 1, 2016 2,732,008 1,157,728 542,094 108,419 308,383 4,848,632
Disposals - (8,068) - - - (8,068)
Amortization - 152,790 - 125,224 687,829 965,843
Exchange differences (539,991) (169,409) (108,753) (21,750) (30,581) (870,484)
Other - (3,811) - — (174,475) (178,286)
Balance at December 31, 2016 2,192,017 1,129,230 433,341 211,893 791,156 4,757,637
Carrying amounts
Balance at January 1, 2016 3,120,767 386,186 - - 625,345 4,132,298
Balance at December 31, 2016 3,399,680 357,590 - 275,775 1,218,128 5,251,173

@ Software was mainly comprised of externally acquired software. The remaining useful life of software as of December 31, 2016 was two years.
@ Thebaances were related to the Group's acquisition of M.T. Burn. Refer to Note 29 Business Combinations for further details.

®  Refer to Note 20 Supplemental Cash Flow Information for further details.

The carrying amounts of goodwill were 3,120,767 thousand yen and 3,399,680 thousand yen as of December 31, 2015 and 2016, respectively. The mgority of the goodwill
was recognized as aresult of the acquisition of livedoor Co., Ltd. in 2010.
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Goodwill and Other Intangible Assets (continued)

The research and development costs incurred for the year ended December 31, 2014 were related to the data management business, which was classified as discontinued
operations on September 19, 2014. Refer to Note 23 Discontinued Operations for further details. No research and development costs were incurred for the years ended
December 31, 2015 and 2016. Research and development costs included in the " Profit/(loss) from discontinued operations, net of tax" in the Consolidated Statements of
Profit or Loss the years ended December 31, 2014, 2015 and 2016 are asfollows:

(In thousands of yen)

2014 2015 2016
19,642 = =

Impairment

Impairment of Goodwill

Annual impairment testing for goodwill was performed as of October 1 for the years ended December 31, 2014, 2015 and 2016. Goodwill has been allocated to two CGUs
for the year ended December 31, 2015 and one CGU for the years ended December 31, 2014 and 2016. For the years ended December 31, 2014, 2015 and 2016, the Group's
CGUs were the Group's operating segments and al so the reportabl e segments.

Carrying amount of goodwill allocated to each of the CGUs for impairment testing is as follows:

(In thousands of yen)

For theyear ended December 31, 2014
LINE businessand
portal CGU Total
2,410,555 2,410,555
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11.  Impairment (continued)

(1) Impairment of Goodwill (continued)

(In thousands of yen)

For the year ended December 31, 2015

LINE businessand
portal CGU MixRadio CGU Total
3,120,767 2,691,671 5,812,438

(In thousands of yen)

For the year ended December 31, 2016
LINE businessand
portal CGU Total

3,399,680 3,399,680

The recoverable amounts of the CGUs have been determined based on a value in use calculation using cash flow projections for a period of up to five years from
financial budgets approved by the Group's management. Cash flow projections take into account past experience and represent management's best estimates. The main
assumptions used in the value in use cal culation include the discount rate, terminal growth rate and expected future cash inflows. These assumptions can be subject to

significant adjustments due to factors such as marketing budgets, IT spending of corporations, and competition from competitors. Cash flows beyond the planning
periods were extrapolated using terminal growth rates.

To estimate the discount rate that reflects the time value of money and the risks specific to the CGUs, the Group has assumed a risk-free rate equal to one-month average
market yields on 10-year Japanese government bonds at the date of performing the annual impairment test. The Group also incorporated risk premiums, such as a size
premium and market risk premium, in the discount rate. The terminal growth rates are based on the long-term average inflation rates of the Group's main countries of
operation, including Japan, Taiwan and Thailand, which takes into consideration external macroeconomic sources of data.

(@ LINE businessand portal CGU
The significant assumptions used in the value in use calculations are as follows:

2014 2015 2016
Pre-tax Terminal Pre-tax Terminal Pre-tax Terminal
discount growth discount growth discount growth
CGU rate rate rate rate rate rate
LINE business and portal CGU 14.4% 1.3% 14.7% 1.4% 11.7% 1.1%

No impairment losses were recognized for goodwill for the year ended December 31, 2014, 2015 and 2016, as aresult of the annual impairment testing.
(b) MixRadio CGU

The Group acquired MixRadio in the first quarter of 2015 in order to expand the range of services. Refer to Note 29 Business Combinations for further details.
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Impairment (continued)

Impairment of Goodwill (continued)
(b) MixRadio CGU (continued)

However, the music streaming industry grew increasingly competitive over the second half of 2015, mainly due to the expansion by major technology firmsin the
music space and to market consolidation by competitors with large user bases. This intensified competition led to significant increases in royalties from music
labels and publishers, and increases in marketing costs related to user acquisition. These factors negatively impacted the long term profitability of the MixRadio
CGU and the Group. As aresult, in the fourth quarter of 2015, the Group changed its strategic decision and decided to focus on its core LINE business and portal
segment, and planned on exiting the MixRadio business by either selling its operations or, if no buyer wasidentified, abandoning MixRadio operationsin 2016.

As of December 31, 2015, as no potential buyer was identified, the Group considered the abandonment of the MixRadio business to be probable. Therefore, as the
future cash flows are expected to be negative, goodwill alocated to MixRadio CGU of 2,691,671 thousand yen was fully impaired. Further, as a result of the
subsequent abandonment on March 21, 2016, the MixRadio CGU was retrospectively classified as a"Profit/(loss) from discontinued operations, net of tax" in the
Consolidated Statements of Profit or Loss. Refer to Note 23 Discontinued Operations for further details.

Sensitivity to Changesin Assumptions

For LINE business and portal CGU, in the opinion of the Group's management, the recoverable amount considerably exceedes the carrying amount of the CGU, and the
outcomes of the impairment test are not sensitive to reasonably likely changes in any of the assumptions underlying the cash flow projections used for the impairment
test or the discount rates in the periods presented for the CGU.

For the MixRadio CGU, due to the full impairment as described above, a sensitivity analysis has not been presented.

Impairment of Tangible Assets and Intangible Assets with Definite Useful Lives

For the years ended December 31, 2014 and 2016, no impairment losse were recognized for tangible assets and intangible assets with definite useful. For the year ended
December 31, 2015, in connection with the MixRadio segment impairment as explained above, impairments of intangible assets with definite useful life in the amount of
1,373,658 thousand yen and property and equipment in the amount of 54,407 thousand yen were recognized. Refer to Note 9 Property and Equipment and Note 10
Goodwill and Other Intangible Assetsfor further details.
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12. Provisions

Changesin provisions for the years ended December 31, 2015 and 2016 are as follows:

LINE Corporation

Notes to Consolidated Financial Statements (continued)

(In thousands of yen)

Restoration
obligationsfor Promational
operating lease virtual credits
properties reserve Other Total
At January 1, 2015 971,302 202,504 - 1,173,806
Arising during the year 249,900 224,775 278,643 753,318
Utilized - (136,937) - (136,937)
Unwinding of discount and changesin the discount rate 1,655 - - 1,655
Exchange differences (9,639) — — (9,639)
At December 31, 2015 1,213,218 290,342 278,643 1,782,203
Arising during the year 617,590 489,506 197,788 1,304,884
Utilized (338,562) (160,998) (42,735) (542,295)
Reversal (236,864) (109,573) (91,564) (438,001)
Unwinding of discount and changesin the discount rate 646 - - 646
Exchange differences (19,396) - (1,134) (20,530)
Other (3,132 — — (3,132)
At December 31, 2016 1,233,500 509,277 340,998 2,083,775

Restoration obligationsfor operating lease properties

The Group records provisions for restoration obligations related to its operating lease properties as the Group is required to restore these properties upon termination of the
operating leases to the state specified in the rental agreements. The reversal mainly consisted of a change of 212,088 thousand yen in the estimated restoration obligations as
the obligation related to the relocation of the Company's head office was finalized. The Company will relocate its head office from Shibuyato Shinjuku in 2017.

Promotional virtual creditsreserve

For promotional and marketing purposes, virtual credits are given to end users free of charge. The Group records a provision for the licensing expense payable to the third-
party platform partners upon redemption of free promotional virtual credits for virtual items by end usersin the future. The reversal mainly related to the expiration of certain
virtual creditsthat were given to end users free of charge.

Other

Other mainly consisted of aprovision for the losses expected to be incurred in relation to the existing rental agreements as aresult of the scheduled headquarter relocation and
aresult of the foreclosure of LINE FRIENDS STORE in Sendai.
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13. IncomeTaxes

(1) Current and deferred taxes related to each component of other comprehensive income for the years ended December 31, 2014, 2015 and 2016 are asfollows:

(In thousands of yen)

2014 2015 2016
Pretax Tax Post tax Pretax Tax Post tax Pretax Tax Post tax

Remeasurement of defined

benefit plans (654,768) 4,024 (650,744)  (1,722,112) 576,237  (1,145,875) 673,719 (208,952) 464,767
Foreign currency

translation adjustments 533,750 - 533,750 (281,161) 14,462 (266,699) (298,878)  (199,051) (497,929)
Reclassification

adjustments for foreign

currency translation

adjustments - - - - -
Proportionate share of other

comprehensive income

of associates 18,545 - 18,545 15,642 (3,785) 11,857 3,509 (232) 3,277
Net change in fair value of

available-for-sale

financial assets 5461675  (1,708,938) 3,752,737 1,550,589 276,788 1,827,377 (2,019,225) 546,705 (1,472,520)
Reclassification

adjustments for net

changein fair value of

available-for-sale

financial assets — — — 1,789,603 (577,343 1,212,260 292,683 (92,079) 200,604
Total 5359,202  (1,704,914) 3,654,288 1,352,561 286,359 1,638,920 (1,297,874) 46,391 (1,251,483)

50,318 - 50,318

Current and deferred taxes related to items directly charged or credited to equity are asfollows:

(In thousands of yen)

2016
Current tax:
Share issuance costsrelated to initial public offering and exercise of stock options (225,158)
Deferred tax:
Share issuance costs related to initial public offering (45,823)
Total tax directly (credited) to equity (270,981)
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13. Income Taxes (continued)

(2) Deferred Tax Assetsand Deferred Tax Liabilities

The movementsin deferred tax assets and deferred tax liabilities for the years ended December 31, 2015 and 2016 are as follows:

(In thousands of yen)

Amounts
Beginning Amounts recognized Ending
balance as of recorded under other balance as of
January 1, under profit comprehensive December 31,
2015 or loss income Other 2015
Deferred tax assets:
Tax losses 1,598 3,130,808 - - 3,132,406
Depreciation 491,128 428,534 - (21) 919,641
Advances received 1,677,378 1,289,656 - - 2,967,034
Deferred revenue 1,233,983 1,116,164 - - 2,350,147
Restoration obligations for operating |ease properties 114,579 93,611 - (60) 208,130
Accrued bonuses 254,458 360,353 - (1,130) 613,681
Allowance for doubtful accounts 73,429 11,543 - - 84,972
Other accrued expenses 309,326 111,804 - (566) 420,564
Accrued enterprise taxes 550,423 (302,115) - - 248,308
Available-for-salefinancial assets - 559,412 - (1,410) 558,002
Share-based compensation 156,475 562,749 - - 719,224
Post-employment benefits 13,813 426,513 576,237 1,007 1,017,570
Tax effect on investments in subsidiaries and associates - 3,955,868 10,677 - 3,966,545
Other 517,224 (58,202) — (33,148) 425,874
Total 5,393,814 11,686,698 586,914 (35,328 17,632,098
Deferred tax liahilities:
Available-for-sale financial assets (1,757,671) (51,457) (300,555) 2,246 (2,107,437)
Prepaid expenses (400,138) 50,101 - - (350,037)
Other (47,453) (29,064) — — (76,517)
Total (2,205,262) (30,420 (300,555) 2,246 (2,533,991)
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(€3}

Deferred tax assets:
Tax losses
Depreciation
Advancesreceived
Deferred revenue
Restoration obligations for operating | ease properties
Accrued bonuses
Allowance for doubtful accounts
Other accrued expenses
Accrued enterprise taxes
Available-for-sale financial assets
Share-based compensation
Post-employment benefits
Tax effect on investmentsin subsidiaries and associates
Other

Total
Deferred tax liabilities:

Available-for-salefinancial assets
Prepaid expenses

Intangibl e assets

Other

Total

(In thousands of yen)

Amounts
Beginning Amounts recognized Ending
balance as of recor ded under under other balance as of
January 1, profit comprehensive December 31,
2016 or loss income Other® 2016
3,132,406 (2,311,274) - 89,069 910,201
919,641 848,741 - 148 1,768,530
2,967,034 331,925 - - 3,298,959
2,350,147 380,809 - - 2,730,956
208,130 (151,422) — 465 57,173
613,681 135,071 - 598 749,350
84,972 494,788 - - 579,760
420,564 263,939 - 970 685,473
248,308 217,529 - - 465,837
558,002 80,129 7,950 (2,159) 643,922
719,224 377,797 - - 1,097,021
1,017,570 416,609 (208,952) 59,918 1,285,145
3,966,545 354,771 (199,283) - 4,122,033
425,874 487,902 — 35,627 949,403
17,632,098 1,927,314 (400,285) 184,636 19,343,763
(2,107,437) 36,298 446,676 (2,588) (1,627,051)
(350,037) (40,637) - 45,823 (344,851)
- 45,366 - (148,639) (103,273)
(76,517) 34,360 — (2,064) (44,221)
(2,533,991) 75,387 446,676 (107,468) (2,119,396)

Movements in others are attributable mainly to the acquisition of M.T. Burn and to incremental costs directly attributable to the issuance of common shares, which were

recognized as a deduction from equity.

The deferred tax assets and liabilities reconcile to the amounts presented in the Consolidated Statements of Financial Position as follows:

Total deferred tax assets
Adjustment to offset deferred tax assets and liabilities
Net deferred tax assets
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December 31, December 31,
2015 2016
17,632,098 19,343,763
(690,047) (958,728)
16,942,051 18,385,035
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Notes to Consolidated Financial Statements (continued)

13. Income Taxes (continued)

(2) Deferred Tax Assetsand Deferred Tax Liabilities (continued)

(In thousands of yen)

December 31, December 31,
2015 2016
Total deferred tax liabilities (2,533,991) (2,119,396)
Adjustment to offset deferred tax assets and liabilities 690,047 958,728
Net deferred tax liabilities (1,843,944) (1,160,668)

The Group offsets tax assets and liabilitiesif and only if it has alegally enforceable right to set off current tax assets and current tax liabilities and the deferred tax assets
and deferred tax liabilities relate to income taxes levied by the same tax authority.

Below is abreakdown of the deductible temporary differences, unused tax losses and unused tax credits for which no deferred tax assets were recognized:

(In thousands of yen)

December 31, December 31,
2015 2016
Deductible temporary differences 26,543,789 20,591,300
Unused tax losses 14,679,106 18,433,908
Unused tax credits 210,495 -
Total 41,433,390 39,025,208

Below is abreakdown of the unused tax losses by expiry date for which no deferred tax assets were recognized:

(In thousands of yen)

December 31, December 31,
2015 2016
L ess than one year - —
Between one year and five years 1,776,598 2,103,593
Five years and more 1,877,067 3,826,286
No expiration date 11,025,441 12,504,029
Total 14,679,106 18,433,908
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13. Income Taxes (continued)
(2) Deferred Tax Assetsand Deferred Tax Liabilities (continued)

Below isabreakdown of unused tax credits by expiry date for which no deferred tax assets were recognized:

(I'n thousands of yen)

December 31, December 31,
2015 2016

L ess than one year -
Between one year and five years 210,495 -
Five years and more - -
No expiration date — —
Total 210,495 -

As of December 31, 2015 and 2016, the total amounts of taxable temporary differences relating to investments in subsidiaries and associates and joint ventures for which
deferred tax liabilities are not recognized were 6,897,050 thousand yen and 6,190,404 thousand yen, respectively.

(3) Thecomponents of income tax benefits/(expenses) for the years ended December 31, 2014, 2015 and 2016 are asfollows:

(In thousands of yen)

2014 2015 2016
Current income tax:
Current income tax expenses® (9,619,085) (7,595,173) (10,162,402)
Deferred tax:
Changes related to origination and reversal of temporary differences? 2,739,637 8,757,821 1,948,588
Changes in the tax rate®® (271,118) (1,016,644) (690,529)
Incometax benefits/(expenses) (7,150,566) 146,004 (8,904,343)

@ Current income tax expenses include previously unrecognized tax benefits from tax loss carryforwards and deductible temporary differences. These benefits were
nil, 1,800,969 thousand yen and 489,331 thousand yen for the years ended December 31, 2014, 2015 and 2016, respectively.

@ These balances represent the deferred tax benefit from the reversal of previously written-down deferred tax assets partially offset by write-downs of deferred tax assets.
The Group had deferred tax benefits of nil, 5,698,746 thousand yen and 540,741 thousand yen for the years ended December 31, 2014, 2015 and 2016, respectively.

(3 Amendments to the Japanese tax regul ations were enacted into law on March 31, 2014, March 31, 2015 and March 29, 2016. As aresult of these amendments, the statutory
income tax rate has been reduced from 38.0% to approximately 35.6% and 33.5% effective from the year ended December 31, 2015 and 2016, respectively, and the statutory
income tax rates are scheduled to be reduced to approximately 31.7% effective from the year ending December 31, 2017 and 31.5% effective from the year ending December
31, 2019. The Group measured deferred tax assets and deferred tax liabilities at the tax rates that are expected to apply to the period when the assets are realized or the
liabilities are settled.
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Notes to Consolidated Financial Statements (continued)

13. Income Taxes (continued)

(4) Theincome tax expenses calculated by applying the statutory tax rates to the Group's profit or loss before tax differ from the actual tax expenses in the Consolidated
Statements of Profit or Loss for the years ended December 31, 2014, 2015 and 2016 for the following reasons:

(I'n thousands of yen)

2014 2015 2016

Profit/(loss) before tax from continuing operations 6,262,807 (530,118) 17,989,866
Profit/(loss) before tax from discontinued operations 2,846,559 (11,503,098) (2,726,310)
Accounting profit/(loss) before tax 9,109,366 (12,033,216) 15,263,556
Income tax (expenses)/benefits at a statutory rate of 33.5% (2014: 38.0% and 2015: 35.6%) (3,462,470) 4,288,638 (5,119,397)
Permanent non-deductible items® (811,952) (3,386,033) (2,703,478)
Assessment of the recoverability of deferred tax assets? (2,369,159) 2,213,837 (751,868)
Effects of changesin tax rate (271,118) (1,016,644) (690,529)
Differencesin applicable tax rate of subsidiaries® (1,463,557) (2,217,781) (80,930)
Decrease in temporary differences from business divestiture (372,033) - -
Non-taxable income® 1,511,341 - -
Tax effect on investment in subsidiaries and associates® - 4,260,291 591,370
Gain on fair value measurement relating to the deconsolidation(® - - 580,550
Others 133,658 (81,203 14,581
Incometax (expenses)/benefitsat an effective tax rate of 53.5% (2014: 78.0% and 2015: 33.7%) (7,105,290) 4,061,105 (8,159,701)
Income tax (expenses)/benefits reported in the statements of profit or loss (7,150,566) 146,004 (8,904,343)
Income tax benefits attributable to discontinued operations 45,276 3,915,101 744,642

(7,105,290) 4,061,105 (8,159,701)

@ Permanent non-deductible items were mainly related to non-deductible share-based payment expenses, including share-based payment expenses incurred in connection
with stock options granted to non-Japanese employees and directors.
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13. Income Taxes (continued)

(4 Theincome tax expenses calculated by applying the statutory tax rates to the Group's profit or loss before tax differ from the actual tax expenses in the Consolidated
Statements of Profit or Loss for the years ended December 31, 2013, 2014 and 2015 for the following reasons (continued):

@ For the year ended December 31, 2014, the amount was related to unrecognized deferred tax assets of 2,245,467 thousand yen and 123,692 thousand yen in

@3

(4

(5

(6)

connection with the pre-tax |osses recorded by the Group's Korean subsidiaries and the Group's other subsidiaries, respectively, on a stand-alone basis.

For the year ended December 31, 2015, the amount was due to recognizing previously unrecognized deferred tax assets of 3,092,053 thousand yen and 2,434,188
thousand yen for tax loss carryforwards and deductible temporary differences, respectively, primarily for one of the Group's Korean subsidiaries on a stand-alone
basis. Such impact was partially offset by unrecognized deferred tax assets of 2,368,483 thousand yen and 943,921 thousand yen in connection with the pre-tax
losses recorded by MixRadio Limited and the Group's other subsidiaries, respectively, on astand-alone basis.

For the year ended December 31, 2016, the amount was due to unrecognized deferred tax assets of 965,841 thousand yen, 361,218 thousand yen and 189,278
thousand yen in connection with the pre-tax losses recorded by the Group's Japanese subsidiaries, MixRadio Limited and the Group's other subsidiaries,
respectively, on a stand-alone basis. Such impact was partially offset by recognizing previously unrecognized deferred tax assets of 222,287 thousand yen and
256,017 thousand yen for tax loss carryforwards and deductible temporary differences, respectively, primarily for the Group's Korean subsidiaries on a stand-alone
basis.

The amounts were mainly related to the differences resulting from applying alower statutory income tax rate of 22.0% for the Korean subsidiaries for the year ended
December 31, 2014, and alower statutory income tax rate of 20.0% for MixRadio Limited for the year ended December 31, 2015, versus applying the higher Japanese
statutory rates (38.0% for 2014, 35.6% for 2015) for the respective fiscal years on pre-tax losses recorded by the Korean subsidiaries and MixRadio Limited. For the
year ended December 31, 2016, the amount increased from previous year mainly due to pre-tax profits recorded by the Group's Korean subsidiaries. This increase
was partially offset by the pre-tax loss recorded by MixRadio Limited.

The non-taxable income was related to dividend income received by the Group from one of its subsidiaries.

Thistax effect is mainly due to the deductible temporary difference arising from the investment in MixRadio Limited, which incurred losses during the year. This tax
effect offsets MixRadio Limited's stand-al one tax impacts described in (2) and (3) above.

The amount was related to the re-measurement to fair value of the investment in LINE BIZ Plus Ltd retained by the Group. Refer to Note 20 Supplemental Cash Flow
Information for further details.
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14. Other Current Liabilities

Other current liabilities as of December 31, 2015 and 2016 mainly consist of consumption tax payables.

15. Financial Assetsand Financial Liabilities

The carrying amounts and fair value of financial instruments, except for cash and cash equivalents, by line item in the Consolidated Statements of Financial Position and by
category as defined in AS39 Financia |nstruments: Recognition and Measurement as of December 31, 2015 and 2016 are as follows:

Thefair value is not disclosed for those financial instruments which are not measured at fair value in the Consolidated Statements of Financial Position, and whose fair value
approximates their carrying amount due to their short-term and/or variable-interest bearing nature. Refer to Note 26 Fair VValue Measurements for more details on the fair value
information of the financial instruments whose fair value is disclosed in this footnote.

(In thousands of yen)

December 31, 2015 December 31, 2016
Items Book value Fair value Book value Fair value

Financial assets
Trade and other receivables

L oans and receivables 27,248,497 28,166,787
Other financial assets, current

L oans and receivables

Time deposits 314,194 764,046
Corporate bonds and other debt instruments - 4,011,556
Available-for-sale financial assets - - 1,000,000 1,000,000
Office security deposits - 1,169,683
Other — 20209 — 6776
Total o 341403 - 6952061
Other financial assets, non-current
Held-to-maturity investments® 280,490 294,595 280,413 293,852
L oans and receivables
Time deposits - - 10,000,000 10,000,000
Corporate bonds and other debt instruments - - 2,631,817 2,631,817
Guarantee deposits® 2,531,620 3,446,640
Office security deposits 3,832,993 3,661,179 4,857,958 4,738,514
Financial assets at fair value through profit or loss
Conversion right and redemption right of preferred stock 871,309 871,309 324,876 324,876
Available-for-sale financial assets® 15,863,543 15,863,543 14,141,322 14,141,322
Other 86,965 32,436

Total 23,466,920 35,715,462
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15. Financial Assetsand Financial Liabilities (continued)

(In thousands of yen)

December 31, 2015 December 31, 2016
Items Book value Fair value Book value Fair value

Financial liabilities
Trade and other payables

Financial liabilities measured at amortized cost 22,983,242 21,531,817
Other financial liabilities, current

Financial liabilities measured at amortized cost

Deposits received 935,041 2,571,804
Short-term borrowings® 42,464,553 21,925,000
Corporate bonds® 510,000 -
Others 23,618 —

Tota 43,933,212 24,496,804

Other financial liabilities non-current
Financial liabilities measured at amortized cost

Office security deposits received under sublease agreement 7,502 7,502 - -
Others 782 —
Total 8,284 -

@ The Japanese Payment Services Act requires non-banking entities that engage in business activities involving advance payments from end users using virtual credits to
secure a certain amount of money equal to or more than one half of the unused balance of virtual credits purchased by the end users as of the most recent base date set
on March 31 and September 30 of each year, either by depositing or entrusting a cash reserve or government bonds with the Legal Affairs Bureau, or by concluding a
guarantee contract with afinancial institution. If deposits are made, they are recorded as guarantee deposits. |If guarantee contracts are entered into, guarantee fees equal
to the contractual amount times a guarantee fee rate are incurred. In accordance with the Japanese Payment Services Act, the Group had deposited cash of
2,530,200 thousand yen and 3,445,200 thousand yen as of December 31, 2015 and 2016, respectively. The Group also had deposited investments in Japanese government
bonds of 280,490 thousand yen and 280,413 thousand yen as of December 31, 2015 and 2016, respectively, which the Group intends to hold until maturity for this purpose.
In addition, the Group had credit guarantee contracts with banks for 2,000,000 thousand yen with a guarantee fee rate of 0.2% and for 10,100,000 thousand yen with a
weighted average guarantee fee rate of 0.1% as of December 31, 2015 and 2016, respectively, to comply with the Japanese Payment Services Act.
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15. Financial Assetsand Financial Liabilities (continued)

@ Impairment losses of 1,789,603 thousand yen and 292,683 thousand yen were recognized for available-for-sale financial assets for the year ended December 31, 2015 and
2016, respectively.

(®)  Theweighted average interest rate of the remaining outstanding short-term borrowings as of December 31, 2015 and 2016 was 0.2% and 0.1%, respectively.

*  The Company issued unsecured corporate bonds on August 30, 2013 with an aggregate principal amount of 1,500,000 thousand yen due August 31, 2016, at a variable
interest rate which was indexed to 6-month TIBOR. Interest and principal are payable semi-annually. All of the corporate bonds were repaid during the year ended
December 31, 2016.

16. Employment Benefits

The Group offers its employees in Korea, Taiwan and Thailand defined benefit plans. The specific features of these plans vary depending on the applicable laws and
regulations in each country where the employees work. The majority of the Group's defined benefit obligation represents the defined benefit plans (unfunded) for employees of
LINE Plus, LINE PLAY Corporation, LINE Biz Plus Corporation and LINE Friends Corporation, which are located in Korea. The feature of the defined benefit plansin Koreais
described below.

The legal and regulatory framework for the plans is based on the applicable Korean Employee Retirement Benefit Security Act ("ERBSA™). Post-employment defined benefit
plan provides lump sum payments to the eligible employees. Directors and current employees of LINE Plus, LINE PLAY Corporation, LINE Biz Plus Corporation and LINE
Friends Corporation with a service period of over one year are eligible for such post-employment defined benefits, which are calculated based on afinal average pay formula.
Furthermore, the plans expose the Group to actuarial risks, such as interest rate risk, salary increase risk, and longevity risk. Interest rate risk refers to the risk of fluctuation of
bond yields. A decrease in the bond yields will increase the defined benefit obligations liability. The salary increase risk refers to the risk that an increase in future salary will
increase the defined benefit obligations liability. Longevity risk refers to the risk that an increase in life expectancy of the plan participants will increase the defined benefit
obligations liability. The defined benefit plans have no related plan assets and, therefore, no risk from plan assetsis expected.
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16. Employment Benefits (continued)
(1) Liabilitiesfor defined benefit obligations as of December 31, 2015 and 2016 are as follows:
(I'n thousands of yen)
December 31, 2015 December 31, 2016
Present value of defined benefit obligations 5,495,416 6,203,933
Liabilities for post-employment benefits 5,495,416 6,203,933
(2) Expensesrelated to defined benefit plans are recognized in the Consolidated Statements of Profit or Loss as operating expenses for the years ended December 31, 2014,
2015 and 2016 are comprised of the following:
(In thousands of yen)
2014 2015 2016
Current service costs 359,851 1,025,187 1,619,687
Interest costs 51,660 81,124 126,892
Tota 411,511 1,106,311 1,746,579
(3) Movementsin the present value of the defined benefit obligations for the years ended December 31, 2015 and 2016 are as follows:
(In thousands of yen)
2015 2016
Defined benefit obligations at the beginning of year 2,921,467 5,495,416
Current service costs 1,025,187 1,619,687
Interest costs 81,124 126,892
Remeasurement |osses/(gains):
Actuarial losses arising from changes in demographic assumptions® 496 7,742,401
Actuarial losses/(gains) arising from changesin financial assumptions? 1,042,820 (8,313,598)
Experience adjustments® 678,797 (102,522)
Payments from the plan (112,180) (174,023)
Net transfer® 161,862 48,810
Exchange differences on translation of foreign operations (304,157) (239,130)
Defined benefit obligations at the end of year 5,495,416 6,203,933

(€3}

(2

(3

(4)

In 2016, actuarial losses arising from changes in demographic assumptions resulted mainly from a decrease in estimated termination rates. This decrease primarily related
to the fact that, during the year, the increase in the number of employees having left entities that offer defined benefit plans was lower than the increase in the number of
employees that are subject to defined benefit plans.

In 2016, actuarial gains arising from changes in financial assumptions resulted mainly from an increase in the discount rate and a decrease in the period end weighted
average salary increase rate at year end 2016, as compared to corresponding rates at year end in 2015. The increase in the discount rate primarily related to the fact that
the estimated duration, which is used to calculate the retirement benefit obligation, increased due to the decrease in estimated termination rates described above. The
decrease in the weighted average salary increase rate primarily related to the fact that the salary increase rates for the current year and the estimated future inflation rate
decreased.

Experience adjustments represent the impact on the liabilities of differences between actual experiences during the year compared with the previous actuarial
assumptions.

Net transfer primarily represents the transfer of defined benefit obligations associated with employees of NAVER or other NAVER group companies joining LINE Plus,
LINE PLAY Corporation, LINE Biz Plus Corporation and LINE Friends Corporation.
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16. Employment Benefits (continued)

(4)  Significant judgment is required when selecting key assumptions for measuring defined benefit expenses for a period and the defined benefit obligation at the period end
for each defined benefit plan. The principal actuarial assumptions used include discount rates and salary increase rates.

The Group determined the discount rate based on market returns of high-quality corporate bonds consistent with the currencies and estimated payment terms
corresponding to the defined benefit obligations as of the reporting date in order to calculate the present value of the defined benefit obligations. Estimated future salary
increases are based on historical salary increases and expected future inflation rates.

December 31, December 31, December 31,
2014 2015 2016
Discount rate 3.0% 2.6% 3.4%
Weighted average of salary increase 9.9%-11.9% 9.5%-14.4% 8.6%-11.3%

(5 Economic factors and conditions often affect multiple assumptions simultaneously; as such, the effects of changes in key assumptions are not necessarily linear. The
following sensitivity analysis illustrates the impact of changes in certain significant actuarial assumptions, leaving all other assumptions constant, as of December 31,
2015 and 2016:

(In thousands of yen)

Impact on the defined
benefit obligation

Assumptionsand December 31,  December 31,
sensitivity level 2015 2016
Discount rate
100 basis point increase (520,348) (842,106)
100 basis point decrease 615,235 1,039,514
Salary increase rate
100 basis point increase 545,676 971,680
100 basis point decrease (477,460) (810,072)

(6) Theaverage duration of the defined benefit plan obligations as of December 31, 2016 was 15.2 years.
The following table shows estimated future benefit payments within ten years from December 31, 2016. Actual payments may differ from those shown because of

uncertain future events.
Years (In thousands of yen)
2017 170,618
2018 227,357
2019 283,175
2020 342,530
2021 405,777
2022-2026 3,165,309
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17. Leases—Group asLessee

Finance leases—Group aslessee
The net carrying amount of assets held under finance leases at December 31, 2015 and 2016 are as follows:

(In thousands of yen)

December 31, December 31,
2015 2016
Equipment 1,329 -
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17. Leases—Group asL essee (continued)
The Group had entered into finance lease transactions for various items of equipment. These leases had terms of renewal, but no purchase options or escalation clauses.

Renewals were at the option of the specific entity that holds the lease. Future minimum |lease payments under finance leases contracts together with the present value of the
net minimum |lease payments are as follows:

(In thousands of yen)

December 31, December 31,
2015 2016

Within oneyear

Minimum payments 758 -

L ess amounts representing finance charges (1) —

Present value of minimum |lease payments 757 -
After oneyear but not morethan fiveyears

Minimum payments 759 -

L ess amounts representing finance charges (4) —

Present value of minimum |ease payments 755 -
Total

Minimum payments 1,517 -

L ess amounts representing finance charges (5) —

Present value of minimum |lease payments 1,512 -

Operating lease commitments—Group as |lessee

The Group has entered into commercial lease agreements for certain office space and stores. The significant leases have lives of between three and five years with renewal
option included in the contracts. There are no restrictions placed upon the Group by entering into these | eases.

Future minimum rental s payable under non-cancel able operating |eases are as follows:

(In thousands of yen)

December 31, December 31,
2015 2016
Within one year 2,848,114 3,944,961
After one year but not more than five years 2,663,140 12,100,537
5,511,254 16,045,498

Of the operating lease expenses of 1,418,802 thousand yen for the year ended December 31, 2014, 889,147 thousand yen was attributable to minimum lease payment expenses,
and the remaining 529,655 thousand yen was rel ated to the variable lease payment expenses.

Of the operating lease expenses of 2,840,428 thousand yen for the year ended December 31, 2015, 1,891,328 thousand yen was attributabl e to minimum |ease payment expenses,
and the remaining 949,100 thousand yen was related to the variable lease payment expenses.

Of the operating |ease expenses of 4,580,318 thousand yen for the year ended December 31, 2016, 3,309,393 thousand yen was attributable to minimum |ease payment expenses,
and the remaining 1,270,925 thousand yen was rel ated to the variable | ease payment expenses.
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18. Leases—Group asL essor

Operating leases—Group aslessor
The Group has entered into cancel able | ease contracts related to servers, data storage, network equipment, PCs and software with third parties.

In 2014, 2015 and 2016, the Group subleased part of its head office to a third party. There was no minimum payment requirement in the sublease arrangement, and sublease
income was based on the actual square footage occupied by the third party. The Group recognized sublease income of 469,267 thousand yen, 51,484 thousand yen and 53,672
thousand yen for the years ended December 31, 2014, 2015 and 2016, respectively.

19. Issued Capital and Reserves
The movementsin issued capital and reservesfor the years ended December 31, 2014, 2015 and 2016 are asfollows:

(1) Authorized shares and shares issued
The movements of authorized shares and sharesissued for the years ended December 31, 2014, 2015 and 2016 are asfollows:

Authorized Sharesissued
shares (Sharecapital with
(Share capital no-par valug® Share capital
with Common ClassA (thousands of
no-par value)® Shares shares yen)
January 1, 2014 400,000,000 174,992,000 - 12,596,198
Changes during the year — — — —
December 31, 2014 400,000,000 174,992,000 - 12,596,198
Conversion of common sharesto class A shares® 290,000,000 (174,992,000) 174,992,000 —
December 31, 2015 690,000,000 - 174,992,000 12,596,198
Conversion of class A shares to common shares® - 174,992,000 (174,992,000) -
Initial public offering® - 40,250,000 - 63,423,938
Exercise of stock options® — 2,533,500 — 1,835,549
December 31, 2016 690,000,000 217,775,500 - 77,855,685

@ OnJuly 28, 2014, the Company's board of directors approved a five-hundred-for-one forward stock split of the Company's common shares, effective July 28, 2014 (the "2014
Stock Split"). As aresult of the stock split, the number of shares issued increased by 174,642,016 from 349,984 to 174,992,000. All references in the financial statements to
the number of shares outstanding, per share amounts and stock option data of the Company have been adjusted to reflect the effect of the 2014 Stock Split for all periods
presented.

@ Through the amendment of its articles of incorporation on June 15, 2015, the Company introduced a dual class structure of common shares and class A shares. Under the
dual class structure, each common share has one vote per unit of 100 shares, and each class A share has one vote per unit of 10 shares, while both classes of shares have
the same rights to share in profit, distribution of retained earnings and residual assets. As part of the anendment, the total number of authorized shares was increased to
690,000,000, of which up to 190,872,500 shares may be issued as class A shares.
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19. Issued Capital and Reserves (continued)

(1) Authorized shares and shares issued (continued)

LINE Corporation

Additionally, the Company converted all outstanding shares held by NAVER into class A shares. Class A shares are mandatorily converted to common shares on a
one-to-one basis upon passage of time or occurrence of certain events as specified in the articles of incorporation.

@ Through an amendment of its article of incorporation effective as of March 31, 2016, the Company terminated its dual class structure of shares.

@ The Company issued 35,000,000 shares of common shares through the initial public offering of new shares on July 14, 2016. Additionally, on August 16, 2016, Nomura
Securities Co., Ltd. and Morgan Stanley & Co. LLC. exercised their options to purchase 5,250,000 additional common shares in an alotment of new shares. As of
December 31, 2016, there were no outstanding over-allotment options granted to underwriters.

) Refer to Note 27 Share-Based Payments for further details.

(2)  Sharepremium and retained earnings
Share premium

The movements in share premium for the years ended December 31, 2014, 2015 and 2016 are as follows:

January 1, 2014

Distributions to the sharehol der®
Share-based payments

Acquisition of LINE Vietnam by the Group®
Other

December 31, 2014

Share-based payments

Changein ownership interest in a subsidiary without losing control
December 31, 2015

Share-based payments

Forfeiture of stock options

Exercise of stock options

Initial public offering®

Cost related toinitial public offering®
December 31, 2016
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(In thousands of yen)

Common
control
Shar e-based business Sharepremium
payments ) combinations Others® total
835,589 426,958 3,716,025 4,978,572
- - (36,842) (36,842)
2,974,692 - - 2,974,692
- (133,329) - (133,329)
_ - (11,434) (11,434)
3,810,281 293,629 3,667,749 7,771,659
11,212,630 - - 11,212,630
— — (1,513) (1,513
15,022,911 293,629 3,666,236 18,982,776
9,520,395 - - 9,520,395
(59,869) - - (59,869)
(2,548,327) - 2,460,085 (88,242)
- - 63,423,938 63,423,938
— — (570,529) (570,529)
21,935,110 293,629 68,979,730 91,208,469
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I ssued Capital and Reserves (continued)

Share premium and retained earnings (continued)

Share premium (continued)

(€]

@

(©)

4

()

(6)

LINE Biz Plus Corporation was established by LINE Plus in 2014. Certain NAVER employees, along with their associated post-employment defined benefit
obligations at the time of transfer, were transferred to LINE Biz Plus Corporation. There was a difference between the total defined benefit obligations assumed by
the Group and the cash proceeds received from NAVER. Such difference of 36,842 thousand yen was accounted for as a deemed distribution to the shareholder and
charged to share premium.

The decrease in share premium was attributabl e to the acquisition of LINE Vietnam from NAVER by the Group in 2014.

The Company issued 35,000,000 common shares through the initial public offering of new shares on July 14, 2016. Additionally, on August 16, 2016, Nomura
Securities Co., Ltd. and Morgan Stanley & Co. LLC. exercised their options to purchase 5,250,000 additional shares of common stock in an allotment of new shares.
As of December 31, 2016, there were no outstanding allotment options granted to underwriters.

Incremental costs directly attributable to the issuance of common shares are recognized as a deduction from equity, net of any tax effects, in accordance with IAS
32 Financia instruments: Presentation. Refer to Note 13 (1) Income Taxes for further details on these tax effects.

Through the amendment of its articles of incorporation on June 15, 2015, the Company amended the terms applicable to a portion of two tranches of stock options,
which are the acquisition rights for common shares (the "Common Stock Options"). As aresult of the amendment, 24,724 Common Stock Options originally granted
on December 17, 2012 and 6,949 Common Stock Options originally granted on February 4, 2015 were converted to the acquisition rights for class A shares (the
"Class A Stock Options"), with the holders of such options entitled to acquire 500 class A shares upon exercise of each stock option. Refer to Note 27 Share-Based
Payments for further details.

Through an amendment of its article of incorporation effective as of March 31, 2016, the Company amended the terms applicable to stock options from class A
shares to common shares.

Resulted mainly from capital reserve reguirements under the Companies Act of Japan.

Under the Companies Act of Japan, at |east 50% of the proceeds of certain issuances of share capital shall be credited to share capital. The remaining proceeds shall be
credited to share premium. The Companies Act permits, upon approval at the general meeting of shareholders, the transfer of amounts from share premium to share
capital.

Retained earnings

The Companies Act of Japan requires that an amount equal to at least 10% of dividends from surplus, as defined under the Companies Act, shall be appropriated as
capital reserve (part of share premium) or appropriated for legal earnings reserve (part of retained earnings) until the aggregate amount of capital reserve and legal
earnings reserve is equal to 25% of share capital. The legal earnings reserve may be used to eliminate or reduce a deficit or be transferred to other retained earnings
upon approval at the general meeting of shareholders. The Company has not declared or paid cash dividends to date, and therefore no legal earnings reserves have
been recorded as of December 31, 2015 and 2016.

F-63




LINE Corporation

Notes to Consolidated Financial Statements (continued)
20. Supplemental Cash Flow Information

Transfer of Post-Employment Defined Benefit Obligations

LINE Biz Plus Corporation was established by the Group in 2014. Certain NAVER employees, along with their associated post-employment defined benefit obligations at the
time of transfer, were transferred to LINE Biz Plus Corporation. There was a difference between the total defined benefit obligations assumed by the Group and the cash
proceeds received from NAVER. Such difference of 36,842 thousand yen was of anon-cash nature.

Divestiture of Data Management Business

The Company's board of directors approved a plan to dispose its data management business in September 2014. The assets and liabilities of the data management business,
gain on divestiture of business and subsidiary, and cash consideration received in connection with such sale are presented below. Refer to Note 3 (1) Significant Accounting
Policies and Note 23 Discontinued Operations for more details.

(In thousands of yen)

Cash and cash equivalents 1,633,156
Other current assets 831,678
Non-current assets 1,820,138
Current liabilities (3,614,222)
Non-current liabilities (102,877)
Gain on divestiture of business and subsidiary 2,455,959
Total consideration received in cash 3,023,832
Net increase in cash and cash equivalents due to the divestiture of the data management business and subsidiary® 1,390,676

@ Thisamount isincluded in "Proceeds from divestitures of business and related entities" in the Company's Consolidated Statements of Cash Flows.

Deconsolidation of LINE BIZ Plus Ltd.

On April 25, 2016, an issuance of new shares to BSS Holdings group, a provider of smart cards for mass transit systems and offline e-payment at retail storesin Thailand,
resulted in a decrease of the Group's ownership of LINE BIZ Plus Ltd. (subsegquently renamed to RABBIT LINE PAY COMPANY LIMITED) from 100.0% to 50.0%. LINE BIZ
Plus Ltd. was accounted for as a joint venture under the equity method because the Group had joint control of the entity under the shareholders agreement. The assets,
liahilities and other items of LINE BIZ Plus Ltd. transferred in connection with the deconsolidation were as follows:

(In thousands of yen)

Cash and cash equivalents®) 481,610
Other current assets 18,636
Non-current assets 27,852
Current liabilities (70,936)
Non-current liabilities (4,220)
Goodwill 149,660
Non-controlling interests 9
Exchange differences on translation of foreign operations 50,318
Total 652,929

) Thisamount isincluded in " Cash disposed on loss of control of subsidiary" in the Group's Consolidated Statements of Cash Flows.
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As of the transaction date, the re-measurement to fair value of the investment retained by the Group in LINE BIZ Plus Ltd. amounted to 2,383,846 thousand yen and was based
on the issuance of new shares for 750 million Baht. As aresult, the Group recognized again of 1,730,917 thousand yen, which was recognized in the Consolidated Statements
of Profit or Loss as"Other operating income".

Divestiture of Bonsai Garage Corporation

On February 29, 2016, the Company sold all of its shares of Bonsai Garage Corporation to athird party. The assets and liabilities of the Bonsai Garage Corporation, gain on
divesture of the subsidiary, and cash consideration received in connection with such sales are presented below:

(In thousands of yen)

Cash and cash equivalents 3,123
Other current assets 10,218
Current liabilities (34,302
Gain on divestiture of business and subsidiary 20,963
Total consideration received in cash 2
Net decrease in cash and cash equivalents due to the divestiture of Bonsai Garage Corporation() (3,121)

) Thisamount isincluded in " Cash disposed on loss of control of subsidiary" in the Company's Consolidated Statements of Cash Flows.
Proceeds from/(repayments of) short-term borrowings

"Proceeds from/(repayments of) short-term borrowings, net" in the Company's Consolidated Statements of Cash Flows consists of 20,650,000 thousand yen of proceeds and
4,902,477 thousand yen of repayments for the year ended December 31, 2014, 21,000,000 thousand yen of proceeds and 1,192,267 thousand yen of repayments for the year
ended December 31, 2015, and 22,080,200 thousand yen of proceeds and 42,832,583 thousand yen of repayments for the year ended December 31, 2016.
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21. Revenues
Revenues were derived from the rendering of services, the sale of goods and royalties.

Revenues by category for the year ended December 31, 2014, 2015 and 2016 are asfollows:

(In thousands of yen)

2014 2015 2016
Sale of goods 1,323,192 4,250,086 8,056,403
Rendering of services 85,043,077 115,515,009 131,201,444
Royalties — 640,436 1,446,461
Total 86,366,269 120,405,531 140,704,308

22. Other Income and Expenses

(1) Other operating income for the years ended December 31, 2014, 2015 and 2016 isasfollows:

(In thousands of yen)

2014 2015 2016
Virtual credits breakage income 238,480 346,535 1,490,736
Gain on fair value measurement relating to the deconsolidation of LINE BIZ Plus Ltd.® - - 1,730,917
Gain on sale of land® - - 2,460,935
Others 57,421 127,828 209,490
Total 295,901 474,363 5,892,078

@ Refer to Note 20 Supplemental Cash Flow Information for further details.
@ On June 29, 2016, the Company sold land in Fukuoka prefecture with a carrying amount of 2,584,357 thousand yen to Kyushu Railway Company. The sale price was
5,050,000 thousand yen and the Group recognized again on the sale of 2,460,935 thousand yen.

(2) Other operating expenses for the years ended December 31, 2014, 2015 and 2016 are as follows:

(In thousands of yen)

2014 2015 2016
Rent 1,431,397 2,301,692 3,528,791
Travel 1,419,270 1,851,145 1,736,642
Supplies 726,664 722,938 1,154,247
Taxes and dues 235,716 249,760 800,523
Professional fees 1,652,188 2,256,063 2,030,263
Cost of goods 874,704 3,209,027 3,519,626
Training 483,664 823,412 1,005,787
Others® 1,731,312 3,017,358 4,601,820
Total 8,554,915 14,431,395 18,377,699

(@ The amount consists of office management fees and other miscellaneous expenses.
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(3)  Other non-operating income for the years ended December 31, 2014, 2015 and 2016 is asfollows:

Gain on financial assets at fair value through profit or loss
Dividend income

Others

Total

(4)  Other non-operating expenses for the years ended December 31, 2014, 2015 and 2016 are as follows:

Losson financial assets at fair value through profit or loss
Loss on impairment of available-for-sale financial assets

L ossfrom derivatives

Others

Total

23. Discontinued Operations

(In thousands of yen)

2014 2015 2016
110,507 -
46,516 3,647
— 5,089
157,023 8,736
(In thousands of yen)
2014 2015 2016
- 656,109
1,789,603 292,683
61,702 59,571
36,132 53,550
1,887,437 1,061,913

On September 19, 2014, the Company's board of directors approved a plan to dispose of its data management business. The operations of the data management business were
classified as discontinued operations on September 19, 2014, and the disposition was completed through a sale to a subsidiary of NHN Entertainment Corporation on
September 30, 2014. NHN Entertainment Corporation was spun off by NAVER in August 2013. NAVER held a 9.54% interest in NHN Entertainment Corporation, which NAVER
disposed on September 30, 2014. As of September 30, 2014, NAVER had no remaining interest in NHN Entertainment Corporation. As a result, the data management business
was retrospectively classified as part of the discontinued operations in the Consolidated Statements of Profit or Loss for the years ended December 31, 2014. Refer to Note 3

(2) Significant Accounting Policies for more details.

The Group acquired MixRadio business on March 16, 2015. However, the Group changed its strategic decision and decided to focus on its core LINE business and portal
segment. On February 12, 2016, the board of directors approved the abandonment of the MixRadio segment. The operation of the MixRadio business was classified as a
discontinued operation on March 21, 2016, when the abandonment took effect. As aresult, the MixRadio business was retrospectively presented as a discontinued operation
in the Consolidated Statements of Profit or Loss. Also refer to Note 11 (1), (3) Impairment for further details on impairment losses incurred attributable to the MixRadio

segment.
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23. Discontinued Operations (continued)

The aggregated results of the discontinued operations for the years ended December 31, 2014, 2015 and 2016 are presented below.

(In thousands of yen)

2014 2015 2016
Revenues 3,476,856 264,306 443,754
Other income 607 - 8,711
Expenses® (3,086,863) (11,767,404) (3,178,775)
Gain on the disposal of the discontinued operations® 2,455,959 — —
Profit/(loss) before tax from discontinued operations 2,846,559 (11,503,098) (2,726,310)
Income tax expenses on ordinary activities (216,418) - -
Income tax benefits on distribution and disposal @®) 261,694 3,915,101 744,642
Profit/(loss) for the year from discontinued operations (attributabl e to the sharehol ders of the Company) 2,891,835 (7,587,997) (1,981,668)

@ The expenses for the year ended December 31, 2015 include impairment losses incurred attributable to the MixRadio segment. Refer to Note 11 (1), (3) Impairment for further
details. The expenses for the year ended December 31, 2016 include employee termination benefits of 1,164,758 thousand yen and office lease termination fees of 125,786

thousand yen, both incurred in connection with the abandonment of MixRadio on March 21, 2016.

@ The Group recognized a gain of 2,455,959 thousand yen on the disposal of the data management business for financial accounting purposes on a consolidated basis.
However, for income tax purposes, the Group recognized a loss on the disposal of the data management business, based on the book value of its investment in the data
management subsidiaries on a stand-alone basis. Accordingly, the Group recorded 261,694 thousand yen of income tax benefits on the loss on sale for the year ended

December 31, 2014.

® Theincometax benefits of 3,915,101 thousand yen and 744,642 thousand yen are mainly due to the deductible temporary difference arising from the investment in MixRadio

Limited, which incurred losses during the years.

The aggregated cash flow information of the discontinued operations for the years ended December 31, 2014, 2015 and 2016, are presented below.

(In thousands of yen)

2014 2015 2016
Operating 384,183 (6,457,229) (4,653,964)
Investing 1,034,244 (2,426,395) 21,747
Financing 2,300,000 = =
Net cash inflow/(outflow) 3,718,427 (8,883,624) (4,632,217)
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24. Earningsper Share

The profit or loss for the year and the weighted average number of shares used in the cal culation of earnings per share are asfollows:

(In thousands of yen, except number of shares)

2014 2015 2016

Profit for the year attributable to the shareholders of the Company from continuing operations 1,315,154 6,196 8,744,425
Profit/(loss) for the year attributable to the sharehol ders of the Company from discontinued operations 2,891,835 (7,587,997) (1,981,668)
Total (loss)/profit for theyear attributableto the shareholders of the Company for basic earningsand diluted

earningsper share 4,206,989 (7,581,801) 6,762,757
Weighted aver age number of common and class A sharesfor basic earnings per share® 174,992,000 174,992,000 194,083,995
Effect of dilution:

Stock options 15,032,846 18,805,566 20,790,013
Weighted average number of total common and class A shares adjusted for the effect of dilution® 190,024,846 193,797,566 214,874,008

@ Through the amendment of its articles of incorporation on June 15, 2015, the Company introduced a dual class structure of common shares and class A shares and
converted all outstanding common sharesinto class A shares; therefore, the weighted average number of sharesfor the year ended December 31, 2015 includes the
average number of common shares and class A shares for the year ended December 31, 2015. Additionally, through an amendment of its article of incorporation effective
as of March 31, 2016, the Company terminated its dual class structure of commons shares and class A shares and converted all class A sharesinto common shares.

Asaresult of the 2014 Stock Split, all historical per share data shown above reflects the application of the 2014 Stock Split. See Note 19 Issued Capital and Reserves for further

details.

In calculating diluted earnings per share, stock options outstanding are taken into account where their impact is dilutive. Outstanding stock options as of December 31, 2014,
which were equivalent to 348,500 common shares upon exercise were excluded from the calculation of the total diluted number of common shares for the year ended December

31, 2014, astheir impact is antidilutive.

Outstanding stock options, which were equivalent to 9,848,000 common shares and 15,836,500 class A shares upon exercise as of December 31, 2015, and to 22,911,500
common shares upon exercise as of December 31, 2016, had a dilutive impact on profit per share from continuing operations. These outstanding stock options were included,
respectively, in the calculation of the effect of dilution for the year ended December 31, 2015 and 2016. For the year ended December 31, 2015, diluted loss per share attributable
to the shareholder of the Company is lower than basic loss per share attributable to the shareholders of the Company because of the effect of losses from the discontinued

operations.

Asdescribed in Note 34 Subsequent Events, at the annual general meeting of shareholders held on March 30, 2017, and in compliance with Articles 236, 238 and 239 of the
Companies Act, the Company resolved to issue stock options (warrants) to directors of the Company and to authorize the board of directors to determine the subscription

requirements.

25. Financial Risk Management

The Group has exposure to the following risks from its use of financia instruments:

- Credit risk
- Liquidity risk
- Market risk
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25.  Financial Risk Management (continued)

This note presents information about the Group's exposure to each of the above risks, the Group's objectives, policies and processes for measuring and managing risk, and the

Group's management of capital. Further quantitative disclosures are included throughout the Group's consolidated financial statements.

(1) Risk Management Framework
The Group limits its fund management to highly liquid and low risk investments, such as time deposits and other debt instruments. The Group raises funds mainly
through the issuance of corporate bonds, and borrowings from financial institutions, including banks, with high credit ratings. The Group may enter into foreign
exchange forward contracts to hedge foreign exchange risk. The Group does not enter into any financial transactions for speculative purposes.

(2) CreditRisk

Credit risk isthe risk of financial losses to the Group if a customer or counterparty to afinancial instrument failsto meet its contractual obligations, and arises principally
from the Group's receivables from customers and investments.

(@ Maximum amounts of possible financial loss to the Group due to credit risk as of December 31, 2015 and 2016 are asfollows:

(In thousands of yen)

December 31, December 31,
2015 2016
Book value Book value
Demand deposits? 33,648,520 134,690,085
Time deposits® 314,194 10,764,046
Guarantee deposits? 2,531,620 3,446,640
Trade and other receivables® 27,248,497 28,166,787
Japanese government bonds®)®? 280,490 280,413
Corporate bonds and other debt instruments - 7,643,373
Office security deposits®® 3,832,993 6,027,641
Total 67,856,314 191,018,985

(@ None of these assets were past due or impaired at the end of the respective reporting period.
@ Refer to Note 15 Financial Assetsand Financial Liabilitiesfor details of the financial instruments being deposited under the Japanese Payment Services Act.

®) For receivables, the Group's exposure to credit risk is influenced mainly by the individual characteristics of each customer. The Group regularly performs credit
assessments on customers and counterparties considering their financial position and historical datain order to manage the credit risk.

The Group establishes an allowance for impairment that represents its estimate of incurred losses in respect of trade and other receivables. The main components
of this allowance are a specific loss component that relates to individually significant exposures, and a collective |oss component established for groups of similar
assets in respect of losses that have been incurred but not yet identified. The collective loss allowance is determined based on historical experience for similar
assets.
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25.  Financial Risk Management (continued)
(2) Credit Risk (continued)
The Group identifies concentrations of credit risk when a limited number of the Group's counterparties that have similar characteristics or business activities, and

thus are affected similarly by changes in economic or other conditions, account for a large portion of the entire trade and other receivables. The Group had

significant concentrations of credit risk with two payment processing service providers, representing 59.5% and 38.5% of trade and other receivables as of
December 31, 2015 and 2016, respectively.

@ The amount mainly consists of the office security deposits paid for the Group's office | ease agreements.

(b) Impaired or past-due financial assets

In case of impairment of financial assets, the Group does not directly write off such assets by reducing the carrying amount, but instead records an allowance for
doubtful accounts. However, in the event that there is no realistic prospect of future recovery, financial assets are directly written off.

Below isthe movement in the allowance for doubtful accounts attributable to trade and other receivables, and other financial assets current:

(In thousands of yen)

Allowancefor
doubtful accounts
Balance at January 1, 2015 287,086
Provision for the year 253,795
Reversal (108,718)
Utilized (2,216)
Balance at December 31, 2015 429,947
Provision for the year 663,344
Reversal (8,956)
Utilized (9,316)
Translation 2,367
Balance at December 31, 2016 1,077,386

Refer to Note 7 Trade and Other Receivables for more details on non-current trade and other receivables that were tested for impairment on an individual basis.

(3) Liquidity Risk
Liquidity risk is the risk that the Group will encounter difficulty in meeting the obligations associated with its financial liabilities that are settled by delivering cash or

another financial asset. The Group's approach to managing liquidity is to ensure, as much as possible, that it will always have sufficient liquidity to meet its liabilities
when due, under both normal and stressed conditions, without incurring unacceptable losses or risking damage to the Group's reputation.
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25.  Financial Risk Management (continued)
(3) Liquidity Risk (continued)

The Group monitors its cash flow through long-term and short-term management strategies and ensures it has sufficient cash on hand to meet expected operational
expenses.

(@  Financid lighilities
The book values of financial liabilities based on the remaining maturities as of December 31, 2015 and 2016 are as follows. The amounts below include estimated interest
from financial liabilities scheduled to be paid.

(In thousands of yen)

December 31, 2015

Contractual Lessthan Oneto After
Book value cash outflows oneyear fiveyears fiveyears
Trade and other payables 22,983,242 22,983,242 22,964,373 18,869 -
Short-term borrowings® 42,464,553 42,487,943 42,487,943 - -
Deposits received 935,041 935,041 935,041 - -
Office security deposits received under sublease agreement 7,502 7,502 7,502 - -
Corporate bonds 510,000 510,989 510,989 — —
Total 66,900,338 66,924,717 66,905,848 18,869 -

(I'n thousands of yen)

December 31, 2016

Contractual cash Lessthan Oneto After
Book value outflows one year fiveyears fiveyears
Trade and other payables 21,531,817 21,531,817 21,531,817 - -
Short-term borrowings® 21,925,000 21,936,600 21,936,600 - -
Deposits received 2,571,804 2,571,804 2,571,804 — —
Total 46,028,621 46,040,221 46,040,221 - —

@ The Group had lines of credit with four banks for the years ended December 31, 2015 and 2016. The lines of credit available and the lines of credit used are as follows:

(In thousands of yen)

December 31, December 31,
2015 2016
Lines of credit available 54,200,000 24,380,000
Lines of credit used 42,464,553 21,667,000
Remaining lines of credit available 11,735,447 2,713,000
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25.  Financial Risk Management (continued)
(3) Liquidity Risk (continued)

(b) Financial assets
Private equity investments

As alimited partner of the private equity investment funds, the Group may be required at any time to contribute to the partnership its pro rata share of the aggregate
amount to be contributed by all limited partners for such portfolio investment, up to the amount of its unfunded capital commitment (380 thousand U.S. dollars,
equivalent of 45,818 thousand yen, as of December 31, 2015 and 16,780 thousand U.S. dollars, equivalent of 1,955,822 thousand yen, as of December 31, 2016) as of the
day of the capital contribution call.

(4)  Market Risk

Market risk is the risk that changes in market prices which will affect the future cash flow or the value of the Group's holdings of financial instruments. The objective of
market risk management is to manage and control market risk exposures within acceptable parameters, while optimizing the return.

(@ Exchangeraterisk

The Group has exposure to currency risk on sales and purchase transactions denominated in currencies other than the functional currencies. The main currencies
used for transactions of the Group are the Japanese yen ("JPY"), the Korean won ("KRW"), the Taiwan dollar ("TWD"), the euro ("EUR"), the U.S. dollar ("USD")
and Thai baht ("THB").

The book values of major monetary assets and liabilities denominated in currencies other than the functional currency as of December 31, 2015 and 2016 are as

follows:
(In thousands)
December 31, 2015
Exchange Yen
Currency Amount rate equivalent

Monetary assets:
Cash and cash equivalents KRW 7,427,220 0.10 764,112
uUsD 29,248 120.57 3,526,564
TWD 29,382 3.65 107,341
EUR 1,269 131.74 167,156
Trade receivables KRW 4,359,230 0.10 448,478
uUsD 7,599 120.57 916,210
Time deposits KRW 2,899,989 0.10 298,351
Office security deposits KRW 5,225,093 0.10 537,558
Available-for-sale financial assets usb 5,336 120.57 643,446
Total 7,409,216
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(4) Market Risk (continued)

Monetary assets:
Cash and cash equivalents

Trade receivables
Time deposits
Office security deposits

Available-for-sale financial assets
Total

Monetary liabilities:
Trade and other payables

Total

Monetary liabilities:
Trade and other payables

Total

LINE Corporation

Notes to Consolidated Financial Statements (continued)

December 31, 2016

(In thousands)

Exchange Yen
Currency Amount rate equivalent
KRW 37,594,864 0.10 3,626,013
usb 32,386 116.56 3,774,946
EUR 6,135 122.26 750,047
KRW 2,309,880 0.10 222,787
uUsD 6,221 116.56 725,130
THB 395,154 3.24 1,281,724
KRW 5,100,000 0.10 491,893
uUsD 2,207 116.56 257,300
KRW 5,623,194 0.10 542,355
usD 9,084 116.56 1,058,868
12,731,063
December 31, 2015
Exchange Yen
Currency Amount rate equivalent
KRW 8,030,768 0.10 826,205
uUsD (5,788) 120.57 (697,879)
EUR (9,843) 131.74 (1,296,684)
(1,168,358)
(In thousands)
December 31, 2016
Exchange Yen
Currency Amount rate equivalent
KRW (7,668,651) 0.10 (739,639)
usD (5,254) 116.56 (612,442)
EUR (1,726) 122.26 (210,983)
(1,563,064)

F-74




LINE Corporation

Notes to Consolidated Financial Statements (continued)

25.  Financial Risk Management (continued)
(4) Market Risk (continued)
The effects on profit or loss before tax from continuing operations and shareholders' equity as aresult of exchange rate fluctuations as of December 31, 2015 and
2016, are asfollows:
(In thousands of yen)

December 31, 2015

Shareholder's equity Profit or (loss) beforetax
Appreciation Depreciation Appreciation Depreciation
of functional of functional of functional of functional
Currency currency by 5%  currency by 5%  currency by 5%  currency by 5%
EUR (45,034) 42,889 (56,476) 53,787
KRW 111,279 (105,980) 143,735 (136,891)
usb 163,904 (156,099) 219,417 (208,969)
TWD 4,067 (3873) 5,367 (5,111)

(In thousands of yen)

December 31, 2016

Shareholders equity Profit or (loss) beforetax
Appreciation Depreciation Appreciation Depreciation
of functional of functional of functional of functional
Currency currency by 5%  currency by 5%  currency by 5%  currency by 5%
EUR 20,457 (19,483) 26,953 (25,670)
KRW 157,104 (149,622) 207,170 (197,305)
usD 195,453 (186,145) 260,190 (247,800)
THB 47,362 (45,107) 64,086 (61,034)

The tables above demonstrate the sensitivity to achangein EUR, KRW, USD, TWD and THB assuming all other variables are constant.

(b) Interest raterisk
Interest bearing financial assets and liabilities as of December 31, 2015 and 2016 are as follows:

(In thousands of yen)

December 31, 2015 December 31, 2016
Fixed Variable Fixed Variable
rate rate rate rate
Financial assets
Japanese government bonds 280,490 - 280,413 -
Time deposits 314,194 - 10,764,046 -
Corporate bonds and other debt instruments — — 4,631,817 3,011,556
Total financial assets 594,684 — 15,676,276 3,011,556
Financial liabilities
Short-term borrowings 464,553 42,000,000 258,000 21,667,000
Corporate bonds — 510,000 — —
Total financial liabilities 464,553 42,510,000 258,000 21,667,000
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25.  Financial Risk Management (continued)
(4) Market Risk (continued)

The Group has exposure to interest rate risk asit possesses financial assets and liabilities bearing variable interest rates. The analysis below was performed using
balances of the financial liabilities with variable interest rates outstanding as of December 31, 2015 and 2016, assuming such liabilities were outstanding for the
full fiscal year immediately before the respective dates, while holding all other variables constant. Potential effects on shareholders' equity and profit or loss for
one year from the reporting date as aresult of achange in theinterest rate are as follows.

(In thousands of yen)

December 31, 2015

Shareholder's equity Profit or (loss) beforetax
Increase of 50 Decrease of 50 Increase of 50 Decrease of 50
basispoints basis points basis points basispoints
Interest expenses (39,975) 15,910 (59,717) 23,768

(In thousands of yen)

December 31, 2016

Shareholders equity Profit or (loss) beforetax
Increase of 50 Decrease of 50 Increase of 50 Decrease of 50
basispoints basispoints basis points basispoints
Interest expenses (74,004) 11,044 (108,335) 16,167

(5) Capital management

The Group maintains a strong capital base to ensure the Group will be able to continue as a going concern. In addition, through management of the debt and equity
balances, the Group aims to maintain investor, creditor and market confidence, and to sustain future development of the business. In order to achieve sustainable
growth, the Group understands that financing capacities sufficient to make business investments when there are opportunities, such as the acquisition of external
resources for business growth, are required. For that reason, the Group aims to maintain a well-balanced capital structure by ensuring sound and flexible financial
conditions for future business investment.

(In thousands of yen)

December 31, December 31,
2015 2016
Short-term borrowings 42,464,553 21,925,000
Corporate bonds 510,000 -
Total 42,974,553 21,925,000
Total shareholders' equity 17,532,885 161,022,792

The Group is not subject to any externally imposed capital requirements.
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26. Fair Value Measurements

(1) Fairvauehierarchy

The Group referred to the levels of the fair value hierarchy for financial instruments measured at fair value in the consolidated financial statements based on the
following inputs:

- Level 1inputsare quoted pricesin active markets for identical assets or liabilities.

- Level 2 inputs are quoted prices for similar assets or liabilities in active markets, quoted prices for identical or similar assets or liabilities in markets that are not
active, inputs other than quoted prices that are observable, and inputs that are derived principally from or corroborated by observable market data by correlation
or other means.

- Level 3 inputs are derived from valuation techniquesin which one or more significant inputs or value drivers are unobservable, which reflect the reporting entity's
own assumptions that market participants would use in establishing a price.

Transfers between levels of the fair value hierarchy are recognized asif they have occurred at the beginning of the reporting period.

(2) Fair value measurements by fair value hierarchy
Assets measured at fair value on arecurring basis in the Consolidated Statements of Financial Position as of December 31, 2015 and 2016 are as follows:

(In thousands of yen)

December 31, 2015 Level 1 Level 2 Level 3 Tota
Financial asset at fair value through profit or loss
Conversion right and redemption right of preferred stock - - 871,309 871,309
Available-for-salefinancial assets -
Listed equity securities 2,215,330 - - 2,215,330
Private equity investments — — 13,648,213 13,648,213
Total 2,215,330 = 14,519,522 16,734,852
(In thousands of yen)
December 31, 2016 Level 1 Level 2 Level 3 Tota
Financial asset at fair value through profit or loss
Conversion right and redemption right of preferred stock - - 324,876 324,876
Available-for-sale financial assets
Listed equity securities 2,345,937 - - 2,345,937
Private equity and other financial instruments — — 12,795,385 12,795,385
Total 2,345,937 - 13,120,261 15,466,198
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26. Fair Value Measurements (continued)

(2) Fair value measurements by fair value hierarchy (continued)

Assets and liabilities not measured at fair values in the Consolidated Statements of Financial Position, but for which fair values are disclosed as of December 31, 2015

and 2016 are asfollows:

(In thousands of yen)

December 31, 2015 Level 1 Level 2 Level 3 Total
Held-to-maturity investments
Japanese government bonds - 294,595 - 294,595
L oans and receivables
Office security deposits — 3,661,179 — 3,661,179
Total - 3,955,774 - 3,955,774
Financial liabilities measured at amortized cost
Office security deposits received under sublease agreement — 7,502 — 7,502
Total - 7,502 - 7,502
(In thousands of yen)
December 31, 2016 Level 1 Level 2 Level 3 Total
Held-to-maturity investments
Japanese government bonds - 293,852 - 293,852
Loans and receivables
Time deposits - 10,000,000 - 10,000,000
Corporate bonds and other debt instruments - 2,631,817 - 2,631,817
Office security deposits — 4,738,514 — 4,738,514
Total - 17,664,183 - 17,664,183
There have been no transfersamong Level 1, Level 2 and Level 3 during the years ended December 31, 2015 and 2016.
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(3) Reconciliations from the opening balance to the closing balance of financial instruments categorized within Level 3 are asfollows:

(In thousands of yen)

2015 2016
Conversion right Private equity Conversion right
and redemption and other and redemption
Private equity right of financial right of
investments preferred stock instruments preferred stock
Fair value at the beginning of the year 7,302,439 816,605 13,648,213 871,309
Total gain for the year:
Included in profit or loss® (184,928) 110,507 (28,623) (656,109)
Included in other comprehensive income? 6,506,889 — (2,140,033) —
Comprehensive income 6,321,961 110,507 (2,168,656) (656,109)
Purchases 416,628 - 2,053,864 197,474
Return of capital (37,887) - (8,363) -
Effect of exchange rate changes (354,928) (55,803) (729,673) (87,798)
Fair value at the end of the year 13,648,213 871,309 12,795,385 324,876

(@ Thisamount isincluded in "Other non-operating income" or " Other non-operating expenses” in the Group's Consolidated Statements of Profit or Loss.

@ Thisamount isincluded in "Net changesin fair value" of available-for-sale financial assetsin the Group's Consolidated Statements of Comprehensive Income.

(4)  Valuation techniques and inputs
Assets measured at fair value on arecurring basisin the Consolidated Statements of Financial Position
Conversion right and redemption right of preferred stock

The conversion right and redemption right of preferred stock are embedded derivatives. Such conversion right and redemption right are bifurcated from the underlying
preferred stock and measured at fair value using abinomial option pricing model. Below is the quantitative information regarding the valuation technique and significant
unobservabl e inputs used in measuring the fair value of certain conversion right and redemption right of preferred stock:

Significant
Valuation technique unobservableinput 2015 2016
Binomial option pricing model Comparable listed companies' average historical 63.6% 13.6% - 39.6%
volatility
Discount rate 1.9% 1.6%

A significant increase (decrease) in the comparable listed companies average historical volatility would result in a higher (lower) fair value of the conversion right and
redemption right of preferred stock, while a significant increase (decrease) in the discount rate would result in alower (higher) fair value of the conversion right and
redemption right of preferred stock.
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26. Fair Value M easurements (continued)
(4) Vauation technigues and inputs (continued)
Private equity and other financial instruments
Available-for-sale financial assets categorized within Level 3 mainly consist of unlisted equity securities and private equity investment funds. Private equity investment
funds were measured at fair value based on net asset value as of December 31, 2015 and 2016.
Unlisted equity securities are measured at fair value either based on the most recent transactions, the market approach and option pricing model, or the discount cash
flow model. Below is the quantitative information regarding the valuation techniques and significant unobservable inputs used in measuring the fair value of certain
unlisted equity securities:
Significant
Valuation technigue unobservableinput 2015 2016
Market approach — market comparable companies EBITDA multiple 11.1-16.0 104
EBIT multiple 114 -
Revenue multiple 1547 1.7-3.6
Liquidity discount 30% 30%
Option pricing model Comparable listed companies' average historical 64.5%-81.5% 39.6%-78.9%
volatility
Discount rate (0.0%)-1.9% (0.1%)-1.6%
Discount cash flow model Discount rate - 16.8%

A significant increase (decrease) in the EBITDA, EBIT and revenue multiple would result in a higher (lower) fair value of the unlisted equity securities, while a significant
increase (decrease) in the liquidity discount, comparable listed companies' average historical volatility, discount rate, weighted average cost of capital and risk premium
would result in alower (higher) fair value of the unlisted equity securities.

The valuation techniques and the valuation results of the Level 3 financial assets, including those performed by the external experts, were reviewed and approved by the
management of the Group.

Assets and liabilities not measured at fair value in the Consolidated Statements of Financial Position, but for which fair values are disclosed

Japanese government bonds

Japanese government bonds are included in held-to-maturity financial assets. The book value of Japanese government bonds are measured at amortized cost, while fair
values are measured at observable quoted prices for identical securities as of the reporting dates. However, as these Japanese government bonds were not actively
traded, they were classified aslevel 2.
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26. Fair Value Measurements (continued)
(4)  Valuation techniques and inputs (continued)

Office security deposits, office security deposits received under sublease agreements, time deposits, corporate bonds and other debt instruments

The fair values of the office security deposits office security deposits received under sublease agreements, time deposits, corporate bonds and other debt instruments
are calculated by using the discounted cash flow method which utilizes observable inputs such as risk-free interest rates and credit spreads of the Group as of the
reporting dates.

27. Share-Based Payments

The Group has stock option incentive plans for directors and employees. Each stock option represents the right to purchase 500 Company shares at a fixed price (1,320 yen for
2014 and 2015 grants per common share) per common share for a defined period of time. In the years ended December 31, 2013, 2014, and 2015, 6,861, 5,852 and 11,547 options,
which, upon exercise, are equivalent to 3,430,500, 2,926,000 and 5,773,500 common shares, respectively, were granted. During the year ended December 31, 2016, no additional
stock options were granted. The fair value of stock options is determined using the Black-Scholes model, a commonly accepted stock option pricing method. Stock options
granted vest after two years from the grant date and are exercisable for a period of eight years from the vesting date. Conditions for vesting and exercise of the stock options
require that those who received the allotment of stock options continue to be employed by the Group from the grant date to the vesting date, and from the grant date to the
exercise date, respectively, unless otherwise permitted by the board of directors. Refer to Note 4 Significant Accounting Judgments, Estimates and Assumptions (f) for more
details on the val uation methodol ogy of stock options, and the assumptions used in such valuation.

There were no cancellations or modifications to the awardsin 2014, 2015 or 2016.

On June 15, 2015, through the amendment of its articles of incorporation, the Company introduced a dual class structure of common shares and class A shares. Under the dual
class structure, each common share has one vote per unit of 100 shares, and each class A share has one vote per unit of 10 shares, while both classes of shares have the same
rights to share in profit, distribution of retained earnings and residual assets. Additionally, the Company amended the terms applicable to a portion of two tranches of stock
options. As a result of the amendment, 24,724 Common Stock Options originally granted on December 17, 2012 and 6,949 Common Stock Options originally granted on
February 4, 2015 were converted to Class A Stock Options. While all other contract terms remain unchanged, the holders of Class A Stock Options are entitled to acquire 500
class A shares upon exercise of each stock option. The Class A Stock Options are mandatorily converted to Common Stock Options on a one-to-one basis upon passage of
time or occurrence of certain events as specified in the terms and conditions of Class A Stock Options.

Through an amendment of its article of incorporation effective as of March 31, 2016, the Company amended the terms applicable to stock options from class A shares to
common shares.
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27. Share-Based Payments (continued)

(1) Movementsduring the years ended December 31, 2014, 2015 and 2016

The following table illustrates the number and weighted average exercise prices ("WAEP") of, and movements in, outstanding stock options on a per-common-share
basis during the year:

2014
Number WAEP (yen
(shares)® per share)
Outstanding at January 1 17,430,500 344
Granted during the year 2,926,000 1,320
Forfeited during the year (139,000) 944
Exercised during the year - -
Expired during the year — —
Outstanding at December 31 20,217,500 481
Exercisable at December 31 14,000,000 344
2015
Common Stock Options Class A Stock Options
Number WAEP Number WAEP
(shares)® (yen per share) (shares)® (yen per share)
Outstanding at January 1 20,217,500 481 - -
Granted during the period 5,773,500 1,320 - -
Forfeited during the period (306,500) 1,178 - -
Exercised during the period - - - -
Expired during the period - - - -
Conversion of Common Stock Optionsto Class A Stock Options (15,836,500) 558 15,836,500 558
Outstanding at December 31 9,848,000 827 15,836,500 558
Exercisable at December 31 4,970,500 344 12,362,000 344
2016
Common Stock Options Class A Stock Options
Number WAEP Number WAEP
(shares)® (yen per share) (shares)® (yen per share)
Outstanding at January 1 9,848,000 827 15,836,500 558
Granted during the period - - - -
Forfeited during the period (239,500) 1,137 - -
Exercised during the period®? (2,533,500) 691 - -
Expired during the period - - - -
Conversion of Class A Stock Options to Common Stock Options 15,836,500 558 (15,836,500) 558
Outstanding at December 31 22,911,500 653 - —
Exercisable at December 31 17,321,500 438 - -

@ The number of common shares and class A shares underlying the stock options has been adjusted to reflect the effect of the 2014 Stock Split. Refer to Note 24 Earnings per
Sharefor further details.
@ The weighted average share price at the date of exercise of these options was 4,255 yen.

The options outstanding as of December 31, 2014, 2015 and 2016 had an exercise price in the range of 344 yen to 1,320 yen, and the weighted average remaining
contractual life for the stock options outstanding as of December 31, 2014, 2015 and 2016 was 8.4 years, 7.7 years and 6.7 years respectively.
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27. Share-Based Payments (continued)

(2) Thefollowing tableslist the inputs to the models used for deriving the fair value of the stock options granted for the years ended December 31, 2014, 2015 and 2016

Grant dates
2014
February 7 August 8 October 31
Dividend yield 0.0% 0.0% 0.0%
Expected volatility 58% 53% 52%
Risk-freeinterest rate 0.2% 0.2% 0.2%
Expected life of stock options (years) 6 6 6
Exercise price (yen) 1,320 1,320 1,320
Fair value per common share at the grant date (yen) 1,161 3,280 3,297
Model used Black-Scholes Black-Scholes Black-Scholes
The fair value of options granted as of February 7, 2014, August 8, 2014, and Octaober 31, 2014 was 575 yen, 2,310 yen and 2,312 yen on a per-common-share basis,
respectively.
Grant dates
2015
February 4
Dividend yield 0.0%
Expected volatility 56%
Risk-freeinterest rate 0.0%
Expected life of stock options (years) 6
Exercise price (yen) 1,320
Fair value per common share at the grant date (yen) 4,225
Model used Black-Scholes

Thefair value of the options granted on February 4, 2015 was 3,219 yen on a per-common-share basis. During the year ended December 31, 2016, no additional stock
options were granted.

The expected volatility was derived from the historical volatility over a period similar to the expected life of the stock options for publicly listed companies that are
comparable to the Group, and such volatility isassumed to be indicative of future trends, which may not necessarily be the actual outcome.
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27. Share-Based Payments (continued)
(2) The following tables list the inputs to the models used for deriving the fair value of the stock options granted for the years ended December 31, 2014, 2015 and
2016 (continued)
The conversion of the Common Stock Options to Class A Stock Options had no impact on the fair values of such options. As a result, no incremental share-based
compensation expenses were recognized in connection with such conversion.
(3) Theexpensesrecognized in connection with share-based payments during the years ended December 31, 2014, 2015 and 2016 are shown in the following table:
(In thousands of yen)
2014 2015 2016
Total expenses arising from equity-settled share-based payment transactions 2,974,692 11,212,630 9,518,577
28. Related Party Transactions

Note 30 Principal Subsidiaries provides information about the Group's structure, including details of the subsidiaries and the parent company. The following table provides the
total amount of outstanding balances and related party transactions entered into during 2014, 2015 and 2016.

@

Significant related party transactions during the year ended December 31, 2014 are asfollows:

(In thousands of yen)

Transaction
Relationship Name Transaction amount
Parent company NAVER Guarantee® -
Parent company NAVER Advertising service® 20,974
Parent company NAVER LINE Plus Capital Reduction® 8,288,000
Subsidiary of parent company NAVER Business Platform Corp.® Operating expenses 4,443,055

(€Y}

@)

(3

4

NAVER provided a guarantee for the Group related to the outstanding borrowings of the Group of 4,000,000 thousand yen in prior year. Subsequently, in the third quarter
of 2014 NAVER was released from the guarantee arrangement.

LINE Plus and NAVER entered into an agreement for exchange of services in which LINE Plus provides advertising services via the LINE platform and the right to use
certain LINE characters in exchange for NAVER's advertising services for LINE Plus via NAVER's web portal. The Group incurred advertising expenses of
20,974 thousand yen in connection with the advertising services provided by NAVER for the year ended December 31, 2014.

Pursuant to the approval of the LINE Plus Capital Reduction, LINE Plus bought back NAVER its entire capital contribution amount of 8,288,000 thousand yen on
September 5, 2014. Refer to Note 3(1) Significant Accounting Policiesfor further details.

This subsidiary of NAVER provided data hosting services to the Group.




(2) Significant related party transactions and outstanding balances with related parties during the year ended December 31, 2015 are asfollows:

(In thousands of yen)

Outstanding
receivable/
Transaction (payable)
Relationship Name Transaction amount balances®
Parent company NAVER Advertising service® 1,126,620 159,964
Subsidiary of parent company NAVER Business Platform Corp.®? Operating expenses 8,139,487 (942,488)

@ LINE Plus and NAVER entered into an agreement for exchange of services in which LINE Plus provides advertising services via the LINE platform and the right to use
certain LINE characters in exchange for NAVER's advertising services for LINE Plus via NAVER's web portal. The Group generated advertising revenues of 1,126,620
thousand yen in connection with the advertising services provided to NAVER for the year ended December 31, 2015.

@  Thissubsidiary of NAVER provided IT infrastructure services and related devel opment services to the Group.
®  Thereceivable and payable amounts outstanding are unsecured and will be settled in cash.

(3) Significant related party transactions and outstanding balances with related parties during the year ended December 31, 2016 are asfollows:

(In thousands of yen)

Outstanding
receivable/
Transaction (payable)
Relationship Name Transaction amount balances®
Parent company NAVER Advertising service® 331,630 67,362
Subsidiary of parent company NAVER Business Platform Corp.®? Operating expenses 7,457,937 (902,411)

@ LINE Plus and NAVER entered into an agreement for exchange of services in which LINE Plus provides advertising services via the LINE platform and the right to use
certain LINE characters in exchange for NAVER's advertising services for LINE Plus via NAVER's web portal. The Group generated advertising revenues of 331,630
thousand yen in connection with the advertising services provided to NAVER for the year ended December 31, 2016.

@  Thissubsidiary of NAVER provided IT infrastructure services and related devel opment services to the Group.
(®  Thereceivable and payable amounts outstanding are unsecured and will be settled in cash.

(4) Thetotal compensation of key management personnel for the years ended December 31, 2014, 2015 and 2016, was as follows:

(In thousands of yen)

2014 2015 2016
Salaries (including bonuses) 285,655 315,587 459,255
Share-based payments® 673,070 5,285,667 5,713,725
Total 958,725 5,601,254 6,172,980

(@ Refer to Note 27 Share-Based Payments for further details.
K ey management personnel includes directors and corporate auditors of the Company.

29. Business Combinations

Acquisition in 2014

Acquisition of wit studio

On July 25, 2014, the Group acquired 100% of the voting shares of wit studio, an unlisted company based in Korea specializing in user interface design and enhancement. The
Group acquired wit studio for the purpose of enhancing the user interface design of the applications offered by LINE.
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29. Business Combinations (continued)

Acquisition in 2014 (continued)
Acquisition of wit studio (continued)

Assetsacquired and liabilities assumed
Thefair values of the identifiable assets and liabilities of wit studio as of the date of acquisition were as follows:

(In thousands of yen)

Fair value
recognized
Assets
Cash and cash equivalents 608
Trade receivables, net 398
Property and equipment 912
Other intangibl e assets 240
Office security deposits 4,020
6,178
Liabilities
Trade and other payables 17
Other financial liabilities, current 172
Short-term borrowings 5,025
Other liabilities 210
5,424
Total identifiable net assetsat fair value 754
Goodwill 149,997
Total consideration 150,751

All consideration was paid in cash. The fair value of the trade receivables was 398 thousand yen. The gross contractual amounts of the trade receivables were not materially
different from the fair value determined as part of the purchase price allocation.

Goodwill of 149,997 thousand yen represented the value of expected synergies arising from the acquisition and was allocated entirely to the LINE business and portal segment.

As part of the business combination, the Group also acquired talent and an assembled workforce from wit studio. However the assembled workforce did not meet the criteria
for recognition as an intangible asset under IAS 38. None of the goodwill recognized was expected to be deductible for income tax purposes.

From the date of acquisition, wit studio had contributed 545 thousand yen to the revenue and had reduced profit after tax from continuing operations of the Group by
3,374 thousand yen. If the combination had taken place on January 1, 2014, revenue from continuing operations would have been 86,374,830 thousand yen (unaudited) and the
profit after tax from continuing operations for the Group would have been 6,252,846 thousand yen (unaudited) for the year ended December 31, 2014.
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29. Business Combinations (continued)

Acquisition in 2014 (continued)
Acquisition of wit studio (continued)

Assetsacquired and liabilities assumed (continued)

(In thousands of yen)
Analysis of cash flows on acquisition:

Total consideration related to the acquisition (150,751)
Net cash acquired with the subsidiary 608
Net cash flows on acquisition (included in cash flows from investing activities) (150,143)

Acquisition in 2015

Acquisition of MixRadio

On March 16, 2015, the Group acquired MixRadio, a music streaming service, from Microsoft Mobile Oy. The acquisition of MixRadio allows the Group to expand the range of
services. The Group determined that the acquisition of MixRadio is a business combination in accordance with IFRS 3, as the Group acquired inputs and processes, such as

music rights and the trade name of MixRadio, with which principal activities have been commenced. The valuation of the fair values of the assets acquired and the liabilities
assumed was completed as of December 31, 2015, and remained unchanged as compared to the preliminary assessment at the time of acquisition.

The Group changed its strategic decision and decided to focus on its core LINE business and portal segment in the fourth quarter of 2015. As of December 31, 2015, the Group
considered the abandonment of the MixRadio business to be probable. Therefore, as the future cash flows were expected to be negative, goodwill allocated to MixRadio CGU
was fully impaired. Intangible assets with definite useful life and property and equipment were also fully impaired. As aresult of the subsequent abandonment on March 21,
2016, the MixRadio was retrospectively classified as a discontinued operation in the Consolidated Statements of Profit or Loss. Refer to Note 23 Discontinued Operations for
further details.

Assetsacquired and liabilities assumed
Thefair values of theidentifiable assets and liabilities of MixRadio as of the date of acquisition were asfollows:

(In thousands of yen)

Fair valuerecognized
on acquisition

Assets
Property and equipment 39,320
Intangible assets
Technology 845,121
Music rights 543,292
Trademarks 156,951
Customer relationships 108,658
Other intangible assets 3,665
1,697,007
Liabilities
Trade and other payables 1,544,410
Other liabilities 550,774
2,095,184
Total identifiable net liabilities at fair value (398,177)
Goodwill 2,697,621
Total consideration 2,299,444
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29. Business Combinations (continued)
Acquisition in 2015 (continued)
Acquisition of MixRadio (continued)

Assetsacquired and liabilities assumed (continued)

The Group paid 2,299,444 thousand yen in cash, which was included as part of cash flows from investing activities in the Consolidated Statements of Cash Flows, and
assumed certain liabilitiesin acquiring MixRadio. Goodwill of 2,697,621 thousand yen represented the value of expected synergies arising from the acquisition.

As part of the business combination, the Group also acquired an assembled workforce from MixRadio. However, the assembled workforce did not meet the criteria for
recognition as an intangible asset under IAS 38. All of the goodwill recognized is expected to be deductible for income tax purposes.

From the date of acquisition, MixRadio has increased loss from discontinued operations, net of tax, of the Group by 7,587,997 thousand yen, which includes the impairments
discussed in Note 11 (1.b), (3) Impairment. Because MixRadio was classified as a discontinued operation, revenues and expenses from continuing operations are not impacted.
If the combination had taken place on January 1, 2015, the loss for the year would have been 8,826,876 thousand yen (unaudited) for the year ended December 31, 2015.
Because MixRadio was classified as a discontinued operation, revenues and expenses from continuing operations are not impacted.

Transaction costs of 74,029 thousand yen have been expensed and are included in "Other operating expenses" in the Consolidated Statements of Profit or Loss.
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Acquisition in 2016

Acquisition of M.T. Burn

On February 29, 2016, the Group acquired 50.5% of the voting shares of M.T. Burn Inc., ("M.T. Burn"), an unlisted company based in Japan, specialized in developing and
providing a native mobile advertising platform, "Hike". M.T. Burn became a consolidated subsidiary. The Group acquired M.T. Burn for the purpose of enhancing the Group's
knowledge and technological capability for advertisement. Thefinal purchase price allocation of M.T. Burn was completed and resulted in an increase of 401,000 thousand yen
in customer relationships, an increase of 26,000 thousand yen in software, an increase in deferred tax assets of 88,453 thousand yen and an increase in deferred tax liabilities of

148,639 thousand yen as compared with the preliminary estimates. The corresponding impact for these adjustments was a decrease in goodwill of 185,219 thousand yen and an
increase of 181,595 thousand yen in non-controlling interest.

Assetsacquired and liabilities assumed

The identifiable assets and liabilities of M.T. Burn, which are measured at fair value as of the date of acquisition except for limited exceptionsin accordance with IFRS, were as
follows:

(In thousands of yen)

Fair value
recognized
on acquisition
Assets
Cash and cash equivalents 86,551
Trade receivables, net 83,161
Intangible assets
Customer rel ationships 401,000
Software 26,000
Deferred tax assets 88,453
Other assets 1,221
686,386
Liabilities
Trade and other payables 77,695
Other financia liabilities, current 50,000
Other financial liabilities, non-current 210,141
Deferred tax liabilities 148,639
Other liabilities 13,266
499,741
Total identifiable net assets at fair value 186,645
Non-controlling interest (92,401)
Goodwill 415,731
Total consideration 509,975

All consideration was paid in cash. The fair value of the trade receivables was 83,161 thousand yen. The gross contractual amounts of the trade receivables were not materially
different from the fair value determined as part of the purchase price alocation.
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29. Business Combinations (continued)
Acquisition in 2016 (continued)
Acquisition of M.T. Burn (continued)

Non-controlling interest in the acquiree that are present ownership interests and entitle their holders to a proportionate share of the entity's net assets in the event of
liquidation are measured at the present ownership instruments' proportionate share in the recognized amounts of the acquiree's identifiable net assets at the acquisition date.

Goodwill of 415,731 thousand yen represented the value of expected synergies arising from the acquisition and was allocated entirely to the LINE business and portal segment.
None of the goodwill recognized was expected to be deductible for income tax purposes.

From the date of acquisition, M.T. Burn had contributed 252,019 thousand yen to revenue and had reduced profit after tax from continuing operations of the Group by
1,305,413 thousand yen for the year ended December 31, 2016. If the combination had taken place on January 1, 2016, revenue for the Group from continuing operations would
have been 140,841,300 thousand yen (unaudited) and profit after tax from continuing operations for the Group would have been 9,075,668 thousand yen (unaudited) for the
year ended December 31, 2016.

Acquisition related transaction costs of 5,468 thousand yen have been expensed and are included in "Other operating expenses" in the Consolidated Statements of Profit or
Loss.

(In thousands of yen)
Analysis of cash flows on acquisition:

Total consideration related to the acquisition (509,975)
Net cash acquired with the subsidiary 86,551
Net cash flows on acquisition (included in cash flows from investing activities) (423,424)
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30. Principal Subsidiaries

Information on subsidiaries

The consolidated financial statements of the Group include the following subsidiaries:

Per centage of owner ship

Primary business Country of December 31, December 31,
Name activities incorporation 2015 2016
Bonsai Garage Corporation® Fashion Japan 100.0% -
LINE Book Distribution Corporation Mobile Contents Japan 52.0% 52.0%
LINE Business Partners Corporation Online advertisement Japan 100.0% 100.0%
LINE Fukuoka Corp. M anagement support Japan 100.0% 100.0%
LINE GAME Global Gateway, L.P. Investment Japan 100.0% 100.0%
LINE Life Global Gateway, L.P. Investment Japan 100.0% 100.0%
LINE Mobile Corporation® Mobile virtual network operator Japan - 100.0%
. Software Development and mobile

LINE Pay Corporation payment service Japan 100.0% 100.0%
LINE Ventures Corporation Investment Japan 100.0% 100.0%
M.T. Burn Corporation® Online advertisement Japan - 50.5%
WebPay Holdings, Inc. Management Japan 100.0% 100.0%
WebPay, Inc. Payment service Japan 100.0% 100.0%
LINE Digital Technology (Shanghai) . . )

Limited. =esk e Sl 100.0% 100.0%
LINE Digital Technologies India Private ; . )

Limit edg 9 Mobile advertising India 100.0% 100.0%
PT. LINE PLUSINDONESIA® Marketing Indonesia - 99.8%
LINE Biz Plus Corporation Mobile payment service Korea 100.0% 100.0%
LINE C&| Corporation Investment Korea 100.0% 100.0%
LINE Friends Corporation Character goods business Korea 100.0% 100.0%
LINE PLAY Corporation Content sales Korea 100.0% 100.0%
LINE Plus Corporation Global marketing Korea 100.0% 100.0%

Software Devel opment and mobile !
HINE s 2712, Lyl payment service S0 pere 100.0% 100.0%
Line Biz+ Taiwan Limited Payment service Talwan 100.0% 100.0%
LINE Taiwan Limited Mobile Service Taiwan 100.0% 100.0%
LINEBIZ PlusLtd.® Payment service Thailand 100.0% 50.0%
LINE Company (Thailand) Limited® e-commerce Thailand 50.0% 50.0%
MixRadio Limited Music distribution United Kingdom of Gret Britain and 100.0% 100.0%
LINE Euro-Americas Corp. Global marketing United States of America 100.0% 100.0%
LINE Vietnam Co., Ltd Online advertisement Vietnam 95.0% 95.0%

(@ Bonsai Garage Corporation was sold to athird party in February 2016.

@ The Company established LMN Corporation in February 2016. LMN Corporation was renamed to LINE Mobile Corporation in June 2016.

& The Group acquired 50.5% of the voting shares of M.T. Burn Inc. in February 2016. Refer to Note 29 Business Combinations for further details.

@ LINE Plusestablished PT. LINE PLUSINDONESIA in January 2016.

® LINE BIZ Plus Ltd. was acquired in February 2015 by LINE Company (Thailand) Limited and LINE BIZ+ PTE. LTD. As of December 31, 2015, while there was a non-
controlling interest held by an unrelated third party in LINE BIZ Plus Ltd., the Group's percentage of ownership was presented as 100.0% due to rounding. On April 25,
2016 LINE BIZ Plus Ltd. issued new shares to athird party, resulting in a decrease of the Group's ownership from 100.0% to 50.0%. As aresult of the transaction, LINE BIZ
Plus Ltd. was renamed to RABBIT-LINE PAY COMPANY LIMITED. Refer to Note 20 Supplemental Cash Flow Information and Note 32 Investments in Associates and

Joint Ventures for further details.

® The Group's ownership in LINE Company (Thailand) Limited is 50.0% but it holds 90.9% of the voting rights. Accordingly, LINE Company (Thailand) Limited isincluded in

the scope of consolidation for the Group's consolidated financial statements.

Ultimate parent company of the Group

The next senior and the ultimate parent company of the Group is NAVER, which isdomiciled in Koreaand listed on the Korean Stock Exchange.

31. Proportion of Equity Interest Held by Non-controlling I nterests

As aresult of the LINE Plus Capital Reduction in August 2014, the equity interest held by the non-controlling interest decreased from 40.0% to 0%. Refer to Note 3 (1)
Significant Accounting Policies for further details.

Country of incorporation December 31,
Name and operation 2014
LINE Plus Korea -
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Notes to Consolidated Financial Statements (continued)
31. Proportion of Equity Interest Held by Non-controlling I nter ests (continued)

The differences between the balances stated below and the non-controlling interest balances noted in the consolidated financial statements are attributable to immaterial non-
controlling interest not presented below.

Lossallocated to material non-controlling interest in the yearsended December 31, 2014:

(In thousands of yen)

Name 2014
LINE Plus (2,092,307)

Summarized financial information related to the subsidiary is provided below. Thisinformation is based on amounts before inter-company eliminations.

Statement of Profit or Loss:

(In thousands of yen)

LINE Plus
2014
Revenues 29,475,352
Lossfor the year (8,839,503)
Total comprehensive lossfor the year (9,547,419)
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LINE Corporation

31. Proportion of Equity Interest Held by Non-controlling I nter ests (continued)

Statement of Cash Flows:

Operating
Investing
Financing
Net increase in cash and cash equivalents

Cash and cash equivalents at the beginning of year

Effect of exchange rate fluctuations on cash and cash equivalents

Cash and cash equivalents at the end of year

32. Investmentsin Associatesand Joint Ventures

(1) Detailsof investmentsin the Group's significant associates and joint ventures are as follows:

Associates
LINE Project Production Partnership

Collab+LINELLC

LINE Bros. Corporation®
Epic Voyage, Inc.

Green Monster, Inc.

LINE MUSIC Corporation®

AUBE, Ltd.®
transcosmos online communicationsinc. )

NPLE GAMES Co., Ltd.®
Y ume no Machi Souzou linkai Co., Ltd.®
Snow Corporation®

Joint ventures
Lantu Games Limited®

RABBIT-LINE PAY COMPANY LIMITED®

(In thousands of yen)

LINE Plus

2014
(5,990,189)
(2,787,069)

9,163,176
385,918
5,722,601
646,162
6,754,681

(In thousands of yen)

Primary December 31, 2015 December 31, 2016

business Country of Percentage Carrying Percentage Carrying

activities incorporation of ownership amount of ownership amount
Animation

production Japan 50.0% - 50.0% -
Investment United States

of America 50.0% 137,579 50.0% 133,284

Mobile

contents Japan 40.0% 0 - -
Mobile

games Japan 30.0% 2,730 30.0% 2,678
Mobile

games Japan 35.0% 42,948 35.0% -
Music

distribution Japan 33.4% 109,501 33.4% 413,427
Job listing Japan 49.0% 287,319 49.0% 339,747
Customer

service Japan - - 40.0% 42,186
Mobile

games Korea - - 14.8% 68,569
Delivery portal

site Japan - - 22.0% 3,973,255
Mobile app Korea - - 25.0% 4,386,865
Mobile Hong Kong

games (China) 50.0% 1,205,749 50.0% 1,024,782
Payment

service Thailand - - 50.0% 2,327,274
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LINE Bros. Corporation ("LINE Bros."), which plans to provide food delivery services viathe LINE platform, was established in May 2014. The Group has a 40.0%
ownership interest in LINE Bros. As the Group does not control nor direct the daily activities of LINE Bros., the Group accounts for its ownership in LINE Bros.
using the equity method. In May 2016, the Group sold all of the shares of LINE Bros. to athird party.

LINE MUSIC Corporation, which mainly plans to provide music distribution services, was established in December 2014. The Group has a 40.0% ownership interest
in LINE MUSIC Corporation. As the Group does not control nor direct the daily activities of LINE MUSIC Corporation, the Group accounts for its ownership in LINE
MUSIC Corporation using the equity method. The Group sold a part of its sharesto third parties during 2015, resulting in the decreasein its ownership to 33.4%.

In February 2015, the Group obtained 49.0% interest in AUBE, Ltd., which provides job listings, announcements and related services online and through mobile
application. As the Group does not control nor direct the daily activities of AUBE, Ltd., the Group accounts for its ownership in AUBE, Ltd. using the equity
method.

In May 2016, the Group acquired a 40.0% interest in a new entity, transcosmos online communications inc., established to provide customer support services to
certain business partners that use the LINE platform.

In August 2016, LINE Naver Game Partnership, a 66.7% owned joint operation of the Group, acquired a 22.2% interest in NPLE GAMES Co., Ltd. As the Group has
significant influence over NPLE GAMES Co., Ltd. through LINE Naver Game Partnership, the Group accounts for its ownership in NPLE GAMES Co., Ltd. using the
equity method.

On September 29, 2016, the Company's board of directors approved an investment in Yume no Machi Souzou linkai Co., Ltd. ("'Yume no Machi Souzou linka"),
which operates a delivery portal site "Demae-Can" and has a share capital of 1,113,300 thousand yen. On October 14, 2016, the Company acquired 11.9% of the
outstanding shares of Yume no Machi Souzou linkai by paying 2,376,000 thousand yen in cash. Additionally, on October 18, 2016, the Company acquired 8.1% of
the outstanding shares of Y ume no Machi Souzou linkai by paying 1,620,000 thousand yen in cash, resulting in the Company owning 22.0%, after reflection of Yume
no Machi Souzou linkai's treasury shares. The acquisition of shares of Yume no Machi Souzou linkai is expected to allow the Company to further develop its online-
to-offline services and its delivery services. The Group determined that it exercises significant influence over Yume no Machi Souzou linkai. Therefore, the Group
accounts for its ownership interest in Y ume no Machi Souzou linkai using the equity method.

On September 29, 2016, the Company's board of directors approved an investment in Snow Corporation, which has a share capital of 1,700,000 thousand K orean won
and is asubsidiary of NAVER, the Group's ultimate parent company. On October 18, 2016, the Company acquired newly issued voting shares of Snow Corporation
by paying 49,999,800 thousand Korean won (4,554,919 thousand yen) in cash, resulting in the Company owning 25.0% of Snow Corporation. Snow Corporation
develops and operates a self-portrait photograph app, which is distributed primarily in Asia. The acquisition of shares of Snow Corporation is expected to allow the
Company to expand its business in Asia and to extend the Company's services to the existing users. The Group determined that it exercises significant influence
over Snow Corporation. Therefore, the Group will account for its ownership interest in Snow Corporation using the equity method.

In December 2015, the Group entered into a joint venture agreement whereby it obtained 50.0% of the ordinary shares of Lantu Games Limited. The joint venture is
involved in the devel opment and management of mobile games. The Group's 50.0% interest in Lantu Games Limited is accounted for using the equity method.

On April 25, 2016, an issuance of new shares to BSS Holdings group, a provider of smart cards for mass transit systems and offline e-payment at retail storesin
Thailand, resulted in a decrease of the Group's ownership of LINE BIZ Plus Ltd. from 100.0% to 50.0%. LINE BIZ Plus Ltd. was accounted for as a joint venture
under the equity method because the Group had joint control of the entity under the shareholders agreement. As aresult of the transaction, LINE BIZ Plus Ltd. was
renamed to RABBIT-LINE PAY COMPANY LIMITED. Refer to Note 20 Supplemental Cash Flow Information for further details.
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Notes to Consolidated Financial Statements (continued)

32. Investmentsin Associatesand Joint Ventures (continued)
(2)  Financial information on the Group's investment in the associates is summarized as follows (continued):

(In thousands of yen)

LINEMUSIC
Corporation
December 31, December 31,
2015 2016
Current assets 943,791 2,141,500
Non-current assets 12,574 42
Current liabilities 628,519 903,737
Equity 327,846 1,237,805
Proportion of the Group's ownership 33.4% 33.4%
Group's share of equity 109,501 413,427
Carrying amount of the interests 109,501 413,427
LINEMUSIC
Corporation
2014 2015 2016
Revenue - 272,731 1,454,384
Lossfor the year from continuing operations (284,419) (347,735) (1,090,042)
Total comprehensivelossfor the year, net of tax (284,419 (347,735) (1,090,042)
Group's share of loss for the year (113,768) (120,883) (364,074)
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Notes to Consolidated Financial Statements (continued)

32. Investmentsin Associatesand Joint Ventures (continued)

(2)  Financial information on the Group's investment in the associates is summarized as follows (continued):

(In thousands of yen)

AUBE, Ltd.
December 31, December 31,
2015 2016
Current assets 670,524 968,407
Current liabilities 84,159 275,045
Equity 586,365 693,362
Proportion of the Group's ownership 49.0% 49.0%
Group's share of equity 287,319 339,747
Carrying amount of theinterests 287,319 339,747
AUBE, Ltd.
2015 2016
Revenue 830,010 3,013,815
(Loss)/profit for the year from continuing operations (13,635) 106,997
Total comprehensive (loss)/profit for the year, net of tax (13,635) 106,997
Group's share of (loss)/profit for the year (6,681) 52,428

(In thousands of yen)
Yume no Machi Souzou

linkai Co., Ltd.
December 31, 2016

Current assets 2,703,030
Non-current assets 6,609,442
Current liabilities 1,536,763
Non-current liabilities 1,933,025
Equity

Attributabl e to the sharehol ders of the parent 5,835,092

Non-controlling interests 7,592
Proportion of the Group's ownership 22.0%
Group's share of equity 1,285,977
Goodwill 2,687,278
Carrying amount of theinterests 3,973,255

Yume no Machi Souzou
linkai Co., Ltd.
2016

Revenue 1,746,463
Lossfor the year from continuing operations (114,780)
Total comprehensive loss for the year, net of tax (114,780)
Group's share of loss for the year (25,296)
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At December 31, 2016, Yume no Machi Souzou linka was the only listed associates and its fair value, which was based on its quoted price at December 31, 2016, was

6,062,820 thousand yen (2,731 yen per share).

Current assets

Non-current assets

Current liabilities

Non-current liabilities

Equity

Proportion of the Group's ownership
Group's share of equity

Goodwill

Carrying amount of the interests

Lossfor the year from continuing operations
Total comprehensivelossfor the year, net of tax
Group's share of lossfor the year
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(In thousands of yen)
Snow Cor poration

December 31, 2016

4,365,119
1,492,930
505,930
640,628
4,711,491
25.0%

1,177,873

3,208,992

4,386,865

Snow Cor poration

2016

(951,562)

(951,562)

(237,891)




LINE Corporation

Notes to Consolidated Financial Statements (continued)

32. Investmentsin Associatesand Joint Ventures (continued)

(3) Theaggregate amount of individually immaterial associates accounted for by the equity-method accounted investee is summarized as follows:

(In thousands of yen)

December 31, December 31,
2015 2016

Current assets 213,434 459,937
Non-current assets 427,176 265,085
Current liabilities 29,574 415,592
Non-current liabilities 170,662 141,047
Equity 440,374 168,383
Group's share of equity 196,620 88,663
I mpai rment (13,363) =

Unrecognized loss® - 115,714
Goodwill = 42,340
Carrying amount of the interests 183,257 246,717

2014 2015 2016

Revenue 45,686 4,859 107,459
Lossfor the year from continuing operations (116,025) (228,225) (544,005)
Other comprehensive income for the year, net of tax 37,090 31,284 1,915
Total comprehensiveloss for the year, net of tax (78,935) (196,941) (542,090)
Unrecognized |oss® = = 115,714
Group's share of loss for the year (35,737) (71,667) (49,501)

@ Since the Company's share of losses in one of these individually immaterial associates exceeded the interest in that associate, the Company has discontinued recognizing
its share of further losses.

The Group had no contingent liabilities or capital commitments relating to its associates as of December 31, 2014, 2015 and 2016.

F-98




(4)  Financial information on the Group's investment in joint ventures are summarized as follows:

(In thousands of yen)

Lantu Games Limited

December 31, December 31,
2015 2016
Current assets®V) 2,411,498 2,093,470
Non-current assets - 3,137
Current liabilities? - 47,042
Equity 2,411,498 2,049,564
Proportion of the Group's ownership 50.0% 50.0%
Group's share of equity 1,205,749 1,024,782
Carrying amount of the interests 1,205,749 1,024,782
Lantu GamesL imited
2015 2016
Depreciation and amortization = (355)
Interest income - 584
Lossfor the year from continuing operations — (254,586)
Total comprehensivelossfor the year, net of tax - (254,586)
Group's share of loss for the year - (127,293)

@ Including cash and cash equivalents of 2,411,498 thousand yen and 1,926,936 thousand yen as of December 31, 2015 and 2016, respectively.

@ Including current financial liabilities excluding trade and other payables and provisions of nil as of December 31, 2015 and 2016.
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The joint venture had no contingent liabilities or capital commitments as at December 31, 2015 and 2016. Lantu Games Limited cannot distribute its profits without the

consent from the two venture partners.

Current assets®

Non-current assets

Current liabilities?

Non-current liabilities®

Equity

Proportion of the Group's ownership
Group's share of equity

Goodwill

Carrying amount of the interests

(In thousands of yen)

RABBIT-LINE PAY
COMPANY LIMITED

December 31, 2016

2,848,347
26,120
145,494
6,850
2,722,123
50.0%

1,361,062

966,212

2,327,274

RABBIT-LINE PAY
COMPANY LIMITED

2016
Revenue 39,311
Depreciation and amortization (3,894)
Interest income 24,747
Lossfor the year from continuing operations (162,707)
Total comprehensiveloss for the year, net of tax (162,707)
Group's share of lossfor the year (81,353)

@ Including cash and cash equivalents of 323,603 thousand yen as of December 31, 2016.
@ Including current financial liabilities excluding trade and other payables and provisions of nil as of December 31, 2016.

@& Including non-current financial liabilities excluding trade and other payables and provisions of nil as of December 31, 2016.

The joint venture had no contingent liabilities or capital commitments as at December 31, 2016. RABBIT-LINE PAY COMPANY LIMITED cannot distribute its profits without
the consent from the venture partners.
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Notes to Consolidated Financial Statements (continued)

33. Interestsin Joint Operation

In July 2015, the Group and NAVER contributed 66.7% and 33.3%, respectively, of the capital in ajoint operation called LINE Naver Game Partnership, which plansto invest in
companies specializing in game contents devel opment and related businesses. The principal place of business of the joint operation is Korea.

34. Subsequent Events
I ssuance of stock option (warrants)

At the annual general meeting of shareholders held on March 30, 2017, and in compliance with Articles 236, 238 and 239 of the Companies Act, the Company resolved to issue
stock options (warrants) to directors of the Company and to authorize the board of directors to determine the subscription requirements. The details of the stock options are as
follows:

Candidates and numbers of candidates Four of the Company’s directors, excluding outside directors and part-time directors

Total number of stock optionsissued A total of 13,125 units (maximum), which will be allocated within one year after the day of this ordinary general meeting
of shareholders

Class of shareto beissued upon exercise of stock ~ Common shares

options

Number of shares to be issued upon exercise of A maximum of 1,312,500 shares will beissued. If it is appropriate to adjust the number of allotted shares because of a

stock options transaction such as a share split or share consolidation, the Company will adjust the number of allotted shares as
necessary to areasonable extent.

Amount of payments for stock options The exercise price will be obtained by multiplying 1.05 by the average closing price in ordinary trading of the Company’s

shares of common shares on the Tokyo Stock Exchange for each day (excluding any day on which no trade is executed)
of the month preceding the month in which the day that the stock options were allotted, and any fraction lessthan 1 yen
arising from such calculation will be rounded up. However, when the exercise price calculated using this method is lower
than the closing price (or closing price of the immediately preceding trading day when there is no closing price) of the
shares of the Company’s common share on the allotment date, the exercise price will be the closing price on the allotment
date of the stock option. If it is appropriate to adjust the exercise price because of atransaction such asamerger, an
issuance of shares for subscription, a share split or share consolidation, the Company will adjust the exercise price as
necessary to areasonable extent.

Exercise period for stock options The exercise period for stock optionswill be from the day exactly one year following the allotment date until the day
exactly ten years after one year after the allotment date.
Conditions for exercise of stock options The recipients of warrants must be in a position of director of the Company or its subsidiaries at the time of exercising

the stock options. However, this condition does not apply in cases of retirement of a director of the Company or its
subsidiaries due to the expiration of his or her term of office, or other cases acknowledged to have avalid reason by the
Company’s board of directors. Other conditions for exercise of stock optionswill be determined at the meeting of the
Company’s board of directors.
Restriction on acquisition of stock options by Acquisition of stock options by transfer will be subject to approval by resolution of the Company’s board of directors.
transfer

Other matters concerning stock options shall be determined at the meeting of the Company’s board of directors, which will be held after the general meeting of shareholders at
March 30, 2017.

Spin-off of camera application business

Through the meeting of the board of directors on February 23, 2017, the Company resolved to and entered into an agreement to transfer the camera application business, which
is operated by awholly owned subsidiary, LINE Plus Corporation, to Snow Corporation, a 25.0% owned associate of the Group, through an absorption-type spin-off
transaction. This transaction aims at promoting growth while consolidating and improving the efficiency of the camera application business. LINE Plus Corporation will acquire
208,455 newly issued common shares of Snow Corporation in exchange for the camera application business, resulting in an increase of the Group’s ownership of Snow
Corporation to 48.6%. Since the transaction is expected to take place on May 1, 2017, the accounting entries for this transaction have not been determined yet.
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LINE Corporation Articles of I ncorporation
Chapter 1. General Rules

(Trade Name)
Article 1. The name of the Company shall be LINE KABUSHIKI KAISHA, and it shall bewrittenin
English as LINE Corporation.

(Purpose)

Article 2. The purpose of the company shall be to engage in the following business activities.

(2) Planning, design, development, operation, provision, and rental of software that utilizes telecommunication networks and electronic technol ogies

(2) All types of information collection and provision services that utilize telecommunication networks and el ectronic technol ogies

(3) Electronic communication business, I nternet phone-calling and other telecommunication-rel ated services

(4) Establishment of an Internet-based shopping mall

(5) Online shopping operations

(6) Planning, development, design, sales, rental, operation and the subcontracting thereof for e-commerce and e-payment services

(7) Planning, drafting, production and management of homepage or internet-based content

(8) Installation, retention, management, rental and leasing of communication devices, computers and other related equi pment

(9) Planning, development and sales of computer systems and software

(20) Export, import, planning, development, and sales of game devices and software

(11) Design, retention, operation and management operations related to all types of information distribution systemsthat utilize electronic technologies

(12) Planning, development, production, sales, rental, retention, management operations and installation support for hardware and software related to telecommunication
systems

(13) Design, manufacturing, sales, retention, management and intermediary of sales of telecommunication devices, information communication devices and other mobile
devices, peripheral devices and computer network systems

(14) Design, development, and sales of computer hardware

(15) Provision of internet connection services

(16) Production, promotion and distribution of movies

(17) Planning, production, sales and rental of products with recorded music and film




(18) Planning, development, manufacturing, production, sales, rental, retention, management, operation and brokering thereof for character-licensed products, game devices,
toys, other play-related products, mobile content and software

(19) Sales of snack foods and drinks, a coholic beverages, clothing, electronic appliances, toys, stationery, cosmetics, watches, jewelry and daily sundries

(20) Event planning and operation

(21) Operation of restaurants, cafes and internet cafes

(22) Publishing business

(23) Planning and production of advertising and ad agency services

(24) Various marketing and research business

(25) Call center operations (outsourced landline calling and reception)

(26) Sales of used products

(27) Operation of cram schools

(28) Worker dispatch services, employment placement services, and research, counseling and training for vocational aptitude and capacity devel opment

(29) Money lending, brokering and underwriting of loans, credit card handling, financial instruments business, bank agency services and other financial services

(30) Issuance, sales, management, operation of e-payment systems for e-money, other e-currencies, and other means of pre-payment and fund transfer operations

(31) Investment in relation to various businesses and the businesses related to company mergers, business alliances, transfer of businesses and securities, mediation and
conciliation

(32) Operationsrelated to damage insurance agency and life insurance solicitation

(33) Management and rental operations for real estate

(34) Following operations commissioned by other companies or organizations
(a) Planning, collection, creation, publishing and management of documents related to management analysis, business planning, statistics management and public relations
(b) Administer affairsrelated to bookkeeping, recording of revenues and expenditures, and settling of accounts
(c) Human resource, labor, benefit programs, education and training services for employees

(35) Management consulting for company management and subcontracting of management

(36) Acquisition, sales, usage licenses and other management operations for copyrights, design rights, trademark rights and industrial property rights

(37) Consulting or export and import operations related to any of the foregoing

(38) All businessesincidental to any of the foregoing

(Location of Head Office)




Article 3. The Company shall have its head office in Shinjuku-ku, Tokyo.

(Organs)

Article 4. In addition to ageneral meeting of shareholders and a Board of Directors, the Company shall have the following organs.
(1) Board of Directors

(2) Auditors

(3) Board of Auditors

(4) Accounting Auditors

(Method for Public Notices)
Article 5. The method of public notices of the Company shall be electronic public notices. However, if the Company is unable to issue an electronic public notice due to an
accident or for any other unavoidable reason, public notices of the Company shall beissued in Nihon Keizai Shimbun.

Chapter 2. Shares

(Total Number of |ssuable Shares)
Article 6. The total number of sharesissuable by the Company shall be 690,000,000.

(Acquisition of Own Shares)
Article 7. Upon resolution by the Board of Directors, the Company shall be able to acquire its own shares via Market Transactions, in accordance with Article 165 Paragraph 2
of the Companies Act.

(Number of Shares Constituting One Unit of Share)
Article 8. The Number of shares constituting one unit of share shall be one hundred (100) shares.

(Rights with Respect to Shares Constituting L ess Than One Unit)

Article 9. A shareholder may not exercise rights with respect to shares constituting less than one unit other than:

(1) Rights specified in each item of Article 189 Paragraph 2 of the Companies Act;

(2) Rights to demand acquisition per Article 166 Paragraph 1 of the Companies Act;

(3) A right to receive an allotment of subscription shares or subscription stock acquisition rightsin accordance with the number of shares held by the shareholder; and
(4) A right to make the demand stipulated in the following article.




(Additional Purchase of Shares Constituting Less Than One Unit)
Article 10. In accordance with the provisions of the Share Handling Regulations, a shareholder holding Company shares constituting less than one unit shall be able to
demand that the Company sell the necessary amount of shares which will, when added together with that shareholder’s existing shares, constitute one unit of share.

(Share Registrar)

Article 11. The Company shall appoint a share registrar.

2. The shareregistrar and its business office shall be determined by resolution of the Board of Directors.

3. Any business related to the shareholders register and the ledger of stock acquisition rights of the Company, shall be entrusted to the transfer agent and shall not be handled
by the Company.

(Share Handling Regulations)
Article 12. Handling and fees related to shares of the Company shall be according to the Share Handling Regul ations established by the Board of Directors.

Chapter 3. General Meeting of Shareholders

(Convaocation)
Article 13. Regular general meetings of shareholders shall be convened within three months of the conclusion of each fiscal year, and extraordinary meetings of shareholders
shall be convened when necessary.

(Record Date for Regular General Meeting of Shareholders)
Article 14. The record date for voting rights at aregular general meeting of shareholders shall be December 31 of every year.

(Convocator and Chairperson)

Article 15. Upon resolution by the Board of Directors, the President and CEO shall convene a general meeting of shareholders and act as the chairperson thereof, unless
otherwise provided by laws and regulations. If that the President and CEO is unable to serve in this position, another Director, determined in accordance with an order of
succession previously determined by resolution of the Board of Directors, shall act in place of the President and CEO.




(Disclosure viathe Internet of Reference Documents for the General Meeting of Shareholders and the Deemed Provision of Information)

Article 16. In accordance with the ordinances of the Ministry of Justice, the Company shall be deemed to have provided shareholders with all necessary information stated or
indicated in reference documents for the general meeting of shareholders, business reports, non-consolidated financial statements and consolidated financial statements, by
disclosing such information viathe Internet.

(Method for Adopting Resolutions)

Article 17. Except as otherwise provided by laws and regulations or by these Articles of Incorporation, all resolutions at general meetings of shareholders shall be passed by a

majority of the votes of the shareholdersin attendance entitled to exercise voting rights.

2. Special Resolutions provided for in Article 309 Paragraph 2 of the Companies Act may only be passed by two-thirds or more of the votes of the shareholders in attendance,
who must hold in the aggregate a majority of the voting rights of shareholders entitled to exercise voting rights.

(Exercise of Voting Rights by Proxy)

Article 18. A shareholder may exercise his/her voting rights by authorizing one other shareholder with voting rights of the Company as his’her proxy.

2. The shareholder or his/her proxy in the preceding paragraph shall submit to the Company a document evidencing that authority of representation at each general meeting of
shareholders.

Chapter 4. Directors and Board of Directors

(Number of Directors)
Article 19. The number of Directors of the Company shall be no less than three and no more than eight.

(Election Method)

Article 20. Resolutions for the election of Directors shall be passed by a mgjority of the votes of shareholders in attendance, who must hold in the aggregate one-third or more
of the total number of voting rights of shareholders entitled to exercise voting rights.

2. Resolutions for the election of Directors shall not be made by cumulative voting.




(Term of Office)

Article 21. The term of office of a Director shall expire upon conclusion of the last regular general meeting of shareholders of the final fiscal year ending within two years after

his or her election.

2. Theterm of office of aDirector elected to fill avacancy or to increase the number of Directors shall be the same as the remaining term of office of the other Directorsin office
at that time.

(Convocator and Chairperson of Board of Directors)

Article 22. The President and CEO shall convene the meeting of the Board of Directors and act as the chairperson thereof, unless otherwise provided by laws and regulations.

If the President and CEO is unable to servein this position, another Director, determined in accordance with an order of succession previously determined by resolution of the

Board of Directors, shall act in place of the President and CEO.

2. Notice of convocation of a meeting of the Board of Directors shall be sent to each Director and Auditor at least three days prior to the meeting. However, in the event of
urgency, such period may be shortened.

3. When the consent of all Directors and Auditors is obtained, a meeting of the Board of Directors may be held without following the above procedures for convening a
meeting.

(Representative Director)
Article 23. The Board of Directors shall appoint a Representative Director viaresolution.

(Executive Directors)
Article 24. The Board of Directors shall appoint by resolution one Chairperson, one President, and may appoint one or more Vice Presidents, Senior Managing Directors, or
Executive Directors from among its members.

(Resolutions of the Board of Directors)

Article 25. Resolutions of the Board of Directors shall be adopted by a majority vote of the Directors in attendance, who must constitute in number more than half the total
number of Directors.

2. When requirements stipulated in Article 370 of the Companies Act are satisfied, resolutions of the Board of Directors shall be deemed to have been adopted.

(Regulations of the Board of Directors)
Article 26. In addition to laws, regulations and these Articles of Incorporation, matters related to the Board of Directors shall be governed by the Regulations of the Board of
Directors established by the Board of Directors.




(Remuneration, Etc.)
Article 27. Remuneration, bonuses and other financial benefits to be received by Directors as consideration for the performance of their duties for the Company

(“Remuneration, Etc.”) shall be decided by aresolution of the general meeting of shareholders.

(Exemption of Director Liability)

Article 28. In accordance with the provisions of Article 426 Paragraph 1 of the Companies Act, the Company may, upon resolution by the Board of Directors, exempt Directors

(including former Directors) from liabilities for damage compensation stipulated in Article 423 Paragraph 1 of the Companies Act.

2. In accordance with the provisions of Article 427 Paragraph 1 of the Companies Act, the Company may enter into agreements with Directors (excluding Executive Directors,
etc.) which limit their liabilities specified by Article 423 Paragraph 1 of the Companies Act. However, the liability limit amount under such agreements shall be the higher of
either a predetermined amount of at least 10 million yen or the minimum liability amount provided for by laws and regulations.

Chapter 5. Auditors and Board of Auditors

(Number of Auditors)
Article 29. The number of Auditors of the Company shall be no more than five.

(Election Method)

Article 30. Resolutions for the election of Auditors shall be passed by a majority of the votes of shareholdersin attendance, who must hold in the aggregate one-third or more
of thetotal number of voting rights of shareholders entitled to exercise voting rights.

2. In accordance with the provisions of Article 329, Paragraph 3 of the Companies Act, the Company may elect Substitute Auditors at a general meeting of shareholdersin
order to prepare for any casein which the number of Auditorsfalls short of the number provided for by laws and regulations.

3. A resolution for the election of a Substitute Auditor described in the previous paragraph shall be effective until the commencement of the regular general meeting of
shareholdersto be held for the last fiscal year ending within four years after the resolution for the el ection, unless that term is shortened by a resolution of ageneral meeting
of shareholders.

(Term of Office)




Article 31. Theterm of office of an Auditor shall expire upon conclusion of the last regular general meeting of shareholders of the final fiscal year ending within four years after

his or her election.

2. The term of office of an Auditor elected to fill avacancy of an Auditor who retires before the expiration of his or her term shall be the same as the remaining term of office of
the retired Auditor whose vacancy he/she has filled. However, in the event that a Substitute Auditor described in the paragraph 2 of the previous Article assumes the
office as an Auditor, the term of office of such Auditor shall not exceed the conclusion of the last regular general meeting of shareholders of the final fiscal year ending
within four years after hisor her election as substitute Auditor.

(Convocation of the Board of Auditors)

Article 32. Notice of convocation of ameeting of the Board of Auditors shall be sent to each Auditor at least three days prior to the meeting. However, in the event of urgency,
such period may be shortened.

2. When the consent of all Auditorsis obtained, ameeting of the Board of Directors may be held without following the above procedures for convening a meeting.

(Full-Time Auditors)
Article 33. The Board of Auditors shall appoint by its resolution one or more Full-time Auditors.

(Regulations of the Board of Auditors)
Article 34. In addition to laws, regulations and these Articles of Incorporation, matters related to the Board of Auditors shall be governed by the Regulations of the Board of
Auditors established by the Board of Auditors.

(Remuneration, Etc.)
Article 35. Remuneration, Etc. for Auditors shall be decided by aresolution of the general meeting of shareholders.

(Exemption of Auditor Liability)

Article 36. In accordance with the provisions of Article 426 Paragraph 1 of the Companies Act, the Company may, upon resolution by the Board of Directors, exempt Auditors

(including former Auditors) from liabilities for damage compensation stipulated in Article 423 Paragraph 1 of the Companies Act.

2. In accordance with the provisions of Article 427 Paragraph 1 of the Companies Act, the Company may enter into agreements with Auditors which limit their liabilities
specified by Article 423 Paragraph 1 of the Companies Act. However, the liability limit amount under such agreements shall be the higher of either a predetermined amount
of at least 10 million yen or the minimum liability amount provided for by laws and regulations.




Chapter 6. Accounting Auditors

(Election Method)
Article 37. Accounting Auditors shall be appointed at a general meeting of shareholders.

(Term of Office)

Article 38. The term of office of an Accounting Auditor shall expire upon conclusion of the last regular general meeting of shareholders held for the business year ending

within 1 year after their election.

2. Unless aresolution to the contrary is adopted by the regular general meeting of shareholders described in the previous paragraph, the Accounting Auditor shall be deemed
to have been reappointed.

Chapter 7. Accounts

(Business Y ear)
Article 39. The business year of the Company shall be one year commencing on January 1 of every year and ending on December 31 of the same year.

(Record Date for Distribution of Dividends from Surplus)
Article 40. The record date for distribution of dividends from surplus shall be December 31 of every year.

(Interim Dividends)
Article 41. The Company shall be able to, by resolution of the Board of Directors, pay interim dividends with June 30 of every year serving asthe record date.

(Statute of Limitations on Dividends)

Article 42. In cases where dividends are paid in cash, the Company shall be relieved from the obligation of paying dividends if such dividends remain unreceived for three
years after the date payment thereof commenced.

2. No interest shall accrue on unpaid dividends.
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Chapter 8. Specia Controlling Shareholders

(Special Controlling Shareholders)
Article 43. Special controlling shareholders stipulated in Article 179 Paragraph 1 of the Companies Act refers to those who hold 98 percent or more of all voting rights granted
by shares of the Company, in accordance with the stipulations of the same paragraph.

Supplementary Provision
Article 1. The change of Article 3. (Location of Head Office) of these Articles of Incorporation shall be effective from April 1, 2017, and this supplementary provision shall be
deleted on April 1, 2017.
Revised September 04, 2000
Revised July 19, 2005
Revised May 30, 2006
Revised September 14, 2006
Revised March 30, 2007
Revised September 16, 2008
Revised January 01, 2012
Revised October 01, 2012
Revised April 01, 2013
Revised April 01, 2014
Revised May 08, 2014
Revised July 28, 2014
Revised June 15, 2015
Revised March 31, 2016
Revised May 20, 2016
Revised March 30, 2017
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Exhibit 1.3
Regulations of the Board of Directors

LINE Corporation
Genera Rules

Article 1 (Purpose)

1. The purpose of these Regulations shall be, with respect to the Board of Directors of the Company, to ensure proper and smooth operations in accordance with laws and
regulations, and the Articles of Incorporation.

2. Except as otherwise provided in laws and regul ations or the Articles of Incorporation, matters concerning the Board of Directors of the Company shall be governed by these
Regulations.

Article 2 (Composition)

1. The Board of Directors shall be composed of all of the Company’s Directors, and a meeting of the Board of Directors shall be effective when a majority of the members are
present.

2. Auditors may be present at a meeting of the Board of Directors and express their opinions.

Article 3 (Types of Meeting of the Board of Directors)
A meeting of the Board of Directors shall, in principle, be held once amonth. However, a meeting of the Board of Directors may be held at any timeif necessary.

Article 4 (Convener and Chairman)

1. The Representative Director, President and CEO shall convene the meetings of the Board of Directors and act as the chairman thereof, unless otherwise provided by laws
and regulations. If the Representative Director, President and CEO is unable to serve in this position, another Director, determined in accordance with an order of succession
previously determined by resolution of the Board of Directors, shall act in place of the Representative Director, President and CEO.

2. Each of the Directors and Auditors may demand convocation of a meeting of the Board of Directors by submitting a document indicating the purpose of the meeting of the
Board of Directorsto the convener.

Article 5 (Process for Convocation)

1. Notice of a meeting of the Board of Directors (indicating the purpose of the meeting) shall be sent to each Director and Auditor at least three days prior to the meeting.
However, in the event of urgency, such period may be shortened.

2. When the consent of all Directors and Auditors is obtained, a meeting of the Board of Directors may be held without following the above procedures for convening a
meeting.

Article 6 (Matters to be Resolved)
1. The Board of Directors shall resolve matters provided for in Exhibit 1.
2. Types of resolutionsin ameeting of the Board of Directors shall be as set forth under one of the following items.
(2) Approva
To approve the contents of a draft without amendment
(2) Approva with amendment
To approve the contents of adraft after partially amending immaterial matters thereof
(3) Supplement
To direct to supplement material matters contained in a draft, and ensure that the draft is brought back before the Board of Directors to resolve at the following
meeting of the Board of Directors
(4) Rejection
To reject the contents of adraft entirely, which prohibits the discussion of the draft again at a meeting of the Board of Directorsin the same business year
3. When emergency measures are necessary, the Representative Director, President and CEO may execute them without a resolution of a meeting of the Board of Directors,
unless to do so would violate laws and regulations or the Articles of Incorporation. In this case, such execution shall be subject to an approval of the Board of Directors at
the following meeting of the Board of Directors.

Article 7 (Matters to be Reported)
1. The Representative Director, President and CEO shall report the profit and loss, status of properties and status of execution of other material business at a meeting of the
Board of Directors.
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2. The chairman and the Representative Director, President and CEO may appoint another Director to give the report provided for in the preceding paragraph.

3. Directors who have been engaged in competitive transactions and transactions with the Company shall report to the Board of Directors on the material facts of such
transaction.

4. In cases where Directors have notified all of the Directors and Auditors of the matters to be reported at a meeting of the Board of Directors, the report provided for in
Paragraphs 1 and 3 shall be unnecessary.

Article 8 (Mattersto be Discussed)
If matters scheduled to be discussed in the following meeting or the meeting thereafter are required to be discussed in advance, the matters may be brought before the Board
of Directors to discuss without aresolution.

Article 9 (Omission of a Resolution of the Board of Directors)
When requirements stipul ated in Article 370 of the Companies Act are satisfied, resolutions of the Board of Directors shall be deemed to have been adopted.

Article 10 (Manifestation of Intention in Writing)

1. A Director or Auditor who cannot be present at a meeting of the Board of Directors due to unavoidable reasons may manifest his/her intention concerning an agenda and a
matter to the person who will be the chairman in writing in advance.

2. When the manifestation of intention described in the preceding paragraph occurs, the chairman shall report such fact and its contents in discussion at a meeting of the
Board of Directors.

Article 11 (Opinion of the Auditors)
Auditorsmay, if necessary, state their opinions concerning matters outside of the matters that are on an agenda of a meeting of the Board of Directors.

Article 12 (Attendance of Persons other than Directors and Auditors)
I1f the Board of Directorsfindsit necessary, it may order persons other than Directors and Auditors to attend a meeting of the Board of Directors and may ask for their report
or opinion.

Article 13 (Resolution of a Meeting of the Board of Directors)

1. A resolution of ameeting of the Board of Directors shall be made by a majority of the Directors present at the meeting where a majority of the Directors are present.

2. If votes are split equally and there is no majority when a resolution is intended to be made under the preceding paragraph, the chairman may defer the resolution and
propose the matter to be resolved again at the following meeting of the Board of Directors.

3. Although Directors each have one voting right, Directors who have a special interest in the business of a meeting of the Board of Directors may not exercise their voting
rights. In this case, the number of voting rights held by such Director shall not be included in the number of voting rights held by Directors present, for the purpose of
determining whether the resolution is adopted or not.

4. The Board of Directors shall respect, to the extent possible, the contents and outcome of discussions of the advisory body, which was established based on Article 18 in a
resolution provided for in Paragraph 1.

Article 14 (Minutes)

1. Minutes shall be prepared with respect to the business of a meeting of the Board of Directors, and the minutes shall be retained at the head office for a period of ten years.

2. The minutes shall state (i) the date and time on which and the place where a meeting of the Board of Directors was held, (ii) the substance of the proceedings of a meeting of
the Board of Directors and the results thereof, (iii) the names of Directors if any who have a special interest in matters required to be resolved, (iv) the name of the chairman
of the meeting, (v) if the meeting was convened by request of persons other than the convener or convened by persons other than the convener, such fact, (vi) the name of
Directors if any who do not agree with the resolution, and other matters provided for in laws and regulations, and the Directors and the Auditors present shall affix their
names and seal s to the minutes.
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3. If it is unnecessary to report to the Board of Directors pursuant to Article 7, Paragraph 4, (i) the contents of matters that were not required to be reported, (ii) the date on
which the matters to be reported at a meeting of the Board of Directors were notified to all of the Directors and Auditors, and (iii) the name of the Director who performed the
duties concerning the preparation of the minutes shall be stated in the minutes.

4. If aresolution of a meeting of the Board of Directors is deemed to have been adopted pursuant to Article 9, (i) the contents of matters which are deemed to have been
resolved at a meeting of the Board of Directors, (ii) the name of the Director who proposed the matter set forthin (i), (iii) the day on which the resolution of the meeting of the
Board of Directors is deemed to have been adopted, and (iv) the name of the Director who performed the duties concerning the preparation of the minutes shall be stated in
the minutes.

Article 15 (Notice to Absentees)
The substance of the proceedings of a meeting of the Board of Directors and the results thereof shall be notified to the Directors and the Auditors who were absent from
such meeting.

Article 16 (Administrative Office of the Board of Directors)

1. The finance and accounting department and the legal department shall act as the administrative office of the Board of Directors.

2. The administrative office shall conduct the holding of meetings of the Board of Directors, the preparation and retention of minutes and other operations concerning the
Board of Directors under the entrustment of the chairman.

Article 17 (Transfer of Authority)
1. The Board of Directors may establish subsidiary conference bodies of the Board of Directors and transfer the authority of the Board of Directors, as provided for in Exhibit 2.
2. Management of conferences and others of subsidiary conference bodies shall be governed by rules separately established.

Article 18 (Advisory Bodies)
The Board of Directors may establish advisory bodies of the Board of Directors and make the advisory bodies conduct necessary discussions, as provided for in Exhibit 3.

Article 19 (Others)
Any matters regarding the management of the Board of Directors which are not provided in laws and regulations, the Articles of Incorporation or these Regulations, shall be
subject to the discussions of ameeting of the Board of Directors and decisions of the chairman.

Article 20 (Madification and Abolition)
The modification or abolition of these Regulations shall be planned by the finance and accounting department and the legal department, and subject to aresolution of a
meeting of the Board of Directors. However, any amendment to a responsible department of the administrative office of the Board of Directors provided for in Article 16, the
section in charge and the like provided for in this Article shall be subject to the approval of the Representative Director, President and CEO.

Supplementary Provisions
These Regulations shall comeinto effect as from August 01, 2016.

Established on June 02, 2005
Revised August 17, 2005
Revised May 30, 2006
Revised April 25, 2007
Revised June 01, 2008
Revised June 01, 2010
Revised April 01, 2013
Revised July 01, 2013
Revised January 15, 2014
Revised March 01, 2014
Revised December 01, 2014
Revised January 27, 2016
Revised August 01, 2016
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<Exhibit 1>
<<Mattersto be Discussed at a Meeting of the Board of Directors>>

1. Matters concerning Management of Business

(1) Determination of basic policy of corporate governance

(2) Determination of basic policy concerning an internal control system
(3) Determination and amendment of abudget for fiscal years of the Group
(4) Other material matters concerning management of business

2. Matters concerning the General Meeting of Shareholders

(1) Convocation of ageneral meeting of shareholders

(2) Determination of the purpose of a general meeting of shareholders (Article 298 of the Companies Act)
(3) Determination of order to act as chairman of ageneral meeting of shareholders

(4) Other matters required for convocation of ageneral meeting of shareholders

3. Matters concerning the Directors and the Board of Directors

(1) Determination of Director candidates

(2) Appointment and removal of Representative Director(s) (Article 362 of the Companies Act)

(3) Appointment and removal of Managerial Directors

(4) Determination of duties to be assumed by each Director

(5) Approval of acompetitive transaction involving a Director (Article 365 of the Companies Act)

(6) Approval of atransaction concerning a conflict of interest involving a Director (Article 365 of the Companies Act)

(7) Allocation of a Director’s compensation as has been resolved by a general meeting of shareholders

(8) Determination of order to act as chairman of the Board of Directors

(9) Execution of agreements for partial exemption from liability of Directors and Auditors, and limited liability agreementsfor Directors and Auditors
(10) Directors assumption of office of corporate officer of another company, an officer of any other organization, and public office (material assumption)
(12) Other material matters concerning Directors and the Board of Directors

4. Matters concerning Settlement of Account

(1) Approval of the consolidated financial statements

(2) Approval of the financial statements and the supplementary statements thereof

(3) Approval of business reports and the supplementary statements thereof

(4) Approval of the quarterly statement of accounts

(5) Approval of theinternal control report

(6) Changes in the accounting period

(7) Determination of and changesin material accounting policy and determination of and changesin material accounting treatment
(8) Other matters concerning settlement of account of the Company

5. Matters concerning Finance and Accounting

(1) Determination concerning disposition of profit or disposition of loss

(2) Determination of interim dividends (Article 454 of the Companies Act)

(3) Determination of policy concerning fund management

(4) Determination of policy of exchange forward contract and risk hedge

(5) Determination of policy concerning appointment of correspondent financial institutions
(6) Matters concerning dividend policy of subsidiaries

(7) Determination of borrowing which exceeds 1 billion yen per case

(8) Offering of corporate bonds which exceeds 1 billion yen per case

(9) Determination of guarantee for obligations which exceeds 1 billion yen per case
(10) Lease feeswhich exceed 1 billion yen per case

(11) Abandonment of inventory assets which exceeds 1 billion yen per case




Regulations of the Board of Directors

LINE Corporation

(12) Donation which exceeds 10 million yen per case

(13) Exemption from obligations which exceeds 100 million yen per case
(24) Establishment of collateral which exceeds 1 billion yen per case
(15) Transactions with materially associated companies

(16) Other material matters concerning finance and accounting

6. Matters concerning Investment, Alliance, and Reorganization

(1) Implementation of investment and lending whose cumulative total investment is expected to exceed 1 billion yen
(2) Transfer and acquisition of material business whose cumulative total investment is expected to exceed 1 billion yen
(3) Implementation of merger, company split, share exchange, and share transfer

(4) Implementation and cancellation of material business alliance

(5) Approval of material new business plan

(6) Determination of withdrawal from existing business whose costs on withdrawal exceed 1 billion yen

(7) Implementation of equipment investment whose cumulative total investment is expected to exceed 1 billion yen

(8) Transfer, acquisition, and licensing of material intellectual property rights

(9) Other matters concerning material investment and corporate reorgani zation

7. Matters concerning Organi zation and Human Resources of the Company

(2) Incorporation and dissolution of anew company and associated company

(2) Election and dismissal of Executive Officers

(3) Determination of duties to be assumed by Executive Officers and determination of their authority

(4) Establishment, modification, and abolition of consultants, advisors, committees, and other material organization

(5) Establishment of branches

(6) Establishment, modification, and abolition of human resources rules such as the wage structure and rules of engagement (material establishment, modification, and
abolition), and other matters concerning material human resources and labor affairs

(7) Other matters concerning material human resources and organization

8. Matters concerning Management of the Group

(1) Approval of proposal for personnel changesin officers of materially associated companies

(2) Matters concerning policy on exercise of voting rightsin associated companies

(3) Consolidated subsidiaries’ implementation of investment and lending which materially affect the consolidated results
(4) Consolidated subsidiaries' transfer and acquisition of business which materially affect the consolidated results
(5) Consolidated subsidiaries commencement of new business which materially affects the consolidated results
(6) Consolidated subsidiaries’ abolition of existing business which materially affects the consolidated results

(7) Consolidated subsidiaries transfer, acquisition, and disposition of material fixed assets

(8) Consolidated subsidiaries’ implementation of merger, company split, share exchange, and share transfer

(9) Share transfer accompanied by changesin consolidated subsidiaries

(10) Establishment and abolition of material overseas bases

(12) Other material matters concerning management of the Group

9. Matters concerning Shares

(2) Issuance of offered shares (Article 199 of the Companies Act)

(2) Changesin the Articles of Incorporation concerning the total number of authorized sharesin accordance with stock split and split ratio (Article 183 of the Companies Act
and Article 184 of the Companies Act)

(3) Allotment of shares without consideration (Article 186 of the Companies Act)

(4) Capitalization of statutory reserves (Article 448 of the Companies Act)
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(5) Issuance of class shares

(6) Issuance of corporate bonds (Article 362 of the Companies Act)

(7) Issuance of corporate bonds with stock acquisition rights (Article 236 of the Companies Act)

(8) Acquisition of treasury shares pursuant to resolution of an annual general meeting of shareholders

(9) Disposition of treasury shares

(10) Cancellation of treasury shares (Article 178 of the Companies Act)

(11) Reduction or abolition of share unit number, and changesin the Articles of Incorporation accompanying it
(12) Issuance of stock acquisition rights

(23) Cancellation of stock acquisition rights

(14) Acquisition of shares of the Company held by subsidiaries

(15) Computerization of notice of ameeting

(16) Compuiterization of exercise of voting rights

(17) Adoption of written voting system

(18) Closing of the shareholder registry or establishment of the record date (Article 124 of the Companies Act)
(19) Selection of or changes in the shareholders registry administrator and its share handling office

(20) Amendment of the Share Handling Regulations

(21) Determination of listing, delisting and changing markets

10. Development of Internal Control System

(1) Development of a system for ensuring that the duties of Directors are executed in compliance with laws and regulations, and the Articles of Incorporation
(2) Development of a system concerning the preservation and management of information regarding execution of the duties of Directors

(3) Development of rules for managing the risk of loss and other systems

(4) Development of a system for ensuring that the duties of Directors are efficiently performed

(5) Development of a system for ensuring that the duties of employees are in compliance with laws and regulations, and the Articles of Incorporation

(6) System for ensuring the appropriateness of the business of the corporate group comprised of the Company, its parent company and subsidiaries

(7) Matters concerning employees who support the execution of the Auditors' duties and are requested by the Auditors

(8) Matters concerning the independence of the employees indicated in the preceding item from the Directors

(9) System for Directors and employees to report to the Board of Auditors or the Auditors, and other systems relating to reporting to the Board of Auditors or the Auditors
(10) Other systems for ensuring that auditing by the Auditorsis conducted in an efficient manner

11. Other Matters concerning Material Business Execution

(2) Establishment, modification, and abolition of basic management rules such as the Board of Directors Regulations (material establishment, modification, and abolition)
(2) Determination of material policy concerning the Company’s brand

(3) Determination of material policy concerning disclosure

(4) Determination of basic policy such asfiling of or response to material lawsuits

(5) Changesin the trade name

(6) Other matters required to be resolved by the Board of Directors, pursuant to laws and regul ations or the Articles of Incorporation

<<Mattersto be Reported to the Board of Directors>>

1. Reports on status of business execution

(1) Monthly status of settlement of account (consolidated)

(2) Quarterly status of settlement of account and a quarterly financial report (consolidated)
(3) Other reports on status of progress concerning material business execution




Regulations of the Board of Directors

LINE Corporation

2. Mattersto be reported concerning the internal control system

(1) Reports on status of operation of theinternal control system

(2) Other mattersto be reported pursuant to theinternal control system

3. Material facts concerning a Director entering into a competitive transaction or self-dealing transaction with the Company

4. Mattersto be reported by the Board of Auditors

5. Other matters that the Board of Directors finds necessary
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<Exhibit 2>
The subsidiary conference bodies of the Board of Directors shall be asfollows.

1. Management conference
(2) Purpose
To support the President and CEO, and the Board of Directors by discussing and determining material matters concerning management of the business based on the basic
management policy determined by the Board of Directors
(2) Date scheduled to be held
Asprovided for by the rules of the management conference
(3) Convener
Asprovided for by the rules of the management conference
(4) Attendees
Asprovided for by the rules of the management conference
(5) Administrative Office
The finance and accounting department and the legal department

2. Investment Strategy Conference
(1) Purpose

To construct a system enabling flexible approval of investment and to establish the internal process relating to investment
(2) Date scheduled to be held

As provided for by the rules of the investment strategy conference
(3) Convener

Asprovided for by the rules of the investment strategy conference
(4) Attendees

Asprovided for by the rules of the investment strategy conference
(5) Administrative Office

The treasury department
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<Exhibit 3>
The advisory bodies of the Board of Directors shall be asfollows.

1. Advisory Committee
(1) Purpose
To discuss and consider material contents of transactions with arelated party or a conflict of interest, including transactions with the parent company, status of operations
of the meeting of the Board of Directors, policy concerning the protection of minority shareholders, or the like
(2) Date scheduled to be held
As provided for by the advisory committee operation rules
(3) Convener
Asprovided for by the advisory committee operation rules
(4) Attendees
All of the Company’s Outside Directors shall be attendees
(5) Administrative Office
The finance and accounting department and the legal department

2. Outside Director Recommendation Committee
(1) Purpose

To hold discussions regarding candidates when el ecting Outside Directors and make a suggestion to the Board of Directors
(2) Date scheduled to be held

As provided for by the Outside Director recommendation committee operation rules
(3) Convener

As provided for by the Outside Director recommendation committee operation rules
(4) Attendees

All of the Company’s Outside Directors and the President and CEO shall be attendees
(5) Administrative Office

The finance and accounting department and the legal department



Exhibit 12.1

Certification by the Principal Executive Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, Takeshi Idezawa, Chief Executive Officer of LINE Corporation (the “ Company”), certify that:

1. | have reviewed this annual report on Form 20-F of the Company;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material respectsthe financial condition,
results of operations and cash flows of the Company as of, and for, the periods presented in this report;

4. The Company’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(¢) and 15d-15(€)) for the Company and have:

(@ Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the Company, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which thisreport is being prepared;

(b) Evaluated the effectiveness of the Company’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(© Disclosed in thisreport any change in the Company’sinternal control over financial reporting that occurred during the period covered by the annual report
that has materially affected, or isreasonably likely to materially affect, the Company’sinternal control over financial reporting; and

5. The Company’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Company’s
auditors and the board of corporate auditors (or persons performing the eguivalent functions):

@ All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the Company’s ability to record, process, summarize and report financia information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Company’sinternal control over financial
reporting.

Date: March 31, 2017
By: /g Takeshi |Idezawa

Name: Takeshi |dezawa
Title: Chief Executive Officer




Exhibit 12.2

Certification by the Principal Financial Officer
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

I, In Joon Hwang, Chief Financia Officer of LINE Corporation (the “ Company”), certify that:

1. | have reviewed this annual report on Form 20-F of the Company;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state a material fact necessary to make the statements made, in
light of the circumstances under which such statements were made, not misleading with respect to the period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial condition,
results of operations and cash flows of the Company as of, and for, the periods presented in this report;

4. The Company’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(¢) and 15d-15(€)) for the Company and have:

(@ Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure that
material information relating to the Company, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which thisreport is being prepared;

(b) Evaluated the effectiveness of the Company’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of the
disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(© Disclosed in thisreport any change in the Company’sinternal control over financial reporting that occurred during the period covered by the annual report
that has materially affected, or isreasonably likely to materially affect, the Company’sinternal control over financial reporting; and

5. The Company’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the Company’s
auditors and the board of corporate auditors (or persons performing the eguivalent functions):

@ All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely to
adversely affect the Company’s ability to record, process, summarize and report financia information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the Company’sinternal control over financial
reporting.

Date: March 31, 2017
By: /s/ In Joon Hwang

Name: In Joon Hwang
Title: Chief Financial Officer




Exhibit 13.1

Certification by the Principal Executive Officer
Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

I, Takeshi Idezawa, Chief Executive Officer of LINE Corporation (the “ Company”), hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

the Company’s annual report on Form 20-F for the fiscal year ended December 31, 2016 (the “Report™) fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company for the periods presented
therein.

Date: March 31, 2017
By: /< Takeshi Idezawa

Name: Takeshi |dezawa
Title: Chief Executive Officer




Exhibit 13.2

Certification by the Principal Financial Officer
Pursuant to Section 906 of the Sar banes-Oxley Act of 2002

I, In Joon Hwang, Chief Financia Officer of LINE Corporation (the“ Company”), hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that to the best of my knowledge:

the Company’s annual report on Form 20-F for the fiscal year ended December 31, 2016 (the “Report”) fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934; and

the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company for the periods presented
therein.

Date: March 31, 2017

By: /s/InJoon Hwang

Name: In Joon Hwang
Title: Chief Financia Officer




