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Key Points DigitalArts@,

In the fiscal year ending March 31, 2024, net sales rose, reflecting an increase in
demand for security, but profit declined due to the costs of developing new products
and hiring additional staff at subsidiaries.

1 In the enterprise section market, both software and consulting net sales
rose significantly, reflecting increasing demand for security measures.

In the public sector market, net sales declined slightly, with net sales for

2 Security Improvements for Local Governments projects and GIGA School
Concept projects more than offset by the absence of sales from public agency
projects recorded in the previous fiscal year.

Net sales increased due to a rise in net sales in the enterprise section market,
which was offset by a decrease in the public sector market.

Operating profit was pushed down mainly by a significant increase in expenses
due to the expansion of DAC'’s business.
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Consolidated Results Highlights OigitalArts.

« In the enterprise section market, the Group attained growth by
winning projects that aimed to meet the need to transition from the
7 2 6 7 "_ castle and moat security model and projects from new clients
mition ven switching from competitors' products. DAC attained new customers,
Contracts 4 y which also contributed to the growth.
(up +223million yen

or +3.2% year on year) « In the public sector market, the Group experienced negative growth

due to a gradual decrease in projects received through special
demand.

- Net sales grew in the enterprise sector market, reflecting sales of
8 3 2 2 I cloud service products, license sales products and sales at DAC.
1 4 mllllon Yen « In the public sector market, net sales declined slightly, with net sales
for Security Improvements for Local Governments projects and GIGA

School Concept projects more than offset by the absence of sales
from large public agency projects recorded in the previous fiscal year.

Net sales
(up +663million yen
or +8.7% year on year)

o + Cost of sales increased mainly due to the expansion of business,
Operating 4 m|II|on yen including an increase in the number of DAC consultants.
pI‘Ofit (-105 million yen « SG&A expenses rose chiefly due to an increase in personnel expenses

or -3.3% year on year) at DAJ and DAC.
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Consolidated Statement of Income OigitalArts.

Net sales grew while expenses rose due to the release of new products

and the expansion of DAC's business. (Milion yen)
First 3 Quarters First 3 Quarters FY March 2024
FY March 2023 FY March 2024 Change YoY Full-Year Forecast
Contracts 7,043 +3.2% -
Net sales 7,658 +8.7% 11,500
Cost of sales 2,651 +24.7% 3,850
Gross profit 5,006 +0.2% 7,650
zigianngs,egseneral and administrative 1,778 +6.4% 2,500
Operating profit 3,228 (3.3%) 5,150
Operating margin 42.2% - 44.8%
Ordinary profit 3,241 (3.4%) 5,150
IF)’;:tfairt‘tattributable to owners of 2,235 (3.3%) 3,550
EBITDA 3,966 (2.9%) -

* Financial Forecast is the consolidated financial forecast announced on May 9, 2023.
* EBITDA = Operating profit + Depreciation + Tax expenses included in operating expenses
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Consolidated Cost of Sales

and Selling, General and Administrative Ex DigitalArts@,

(Million yen)
First 3 Quarters First 3 Quarters .
FY March 2023 FY March 2024 Change YoY Main Factors for Change
Cost of sales 2,651 +655
Increase due to the enhancement of DAJ's™ development
Labor 1,158 +323 workforce (+61M)
It rose with the strengthening of DAC™ consultants (+261M)
Depreciation 629 (5)
Communication 850 +97 Cloud server expenses rose as a result of an increase in licenses for
expenses cloud service products and foreign exchange fluctuations (+97M)
Increase due to the development of new DAJ products (+ 84M)
Other 657 +326 Increase due to the expansion of DAC's business (+242M)
Transfer to other
accounts (644) (87)
Selling, general and
administrative expenses 1'778 +114
Increase in the number of personnel in DAJ™ (+51M)
Personnel expenses 899 +78 Increase in the number of personnel in DAC™2 (+27M)
Advertising expenses 230 (2)
Other 648 +38

*1: DAJ = Digital Arts Inc.
*2: DAC = Digital Arts Consulting Inc.
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Trend in Consolidated Contracts | DigitalArt&

Consolidated contracts totaled 7,267 million yen, up +3.2% year on year.

Trend in Contracts « Contracts for cloud service products declined
m Cloud service products 6.0% due to a decrease in new GIGA School
mEle e Concept project orders from the previous
7,267 (Million yen) fiscal year, although the Group captured the

7,043 (+3.2%) demand for the transition from the castle

and moat security model and received
27.9% projects in the enterprise section market by
adding functions and increasing promotion.

-6.0%

« In the license sales products and other
category, contracts rose 7.2%, reflecting an
increase in contracts at DAC and the

72.1% acquisition of projects from new clients
switching from competitors' products in the
enterprise sector market, offsetting a
downturn after receiving orders for large

2 public agency projects in the previous fiscal

First 3 Quarters First 3 Quarters year in the public sector market.

FY Mar. 2023 FY Mar. 2024
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Trend in Consolidated Contracts

bigitalArt&

The order backlog excluding GIGA School projects increased despite
a reduction of total contracts.

. Sales FY3/2025 onwards (GIGA

Trend in order backlog L ( )
m Sales FY3/2025 onwards (GIGA) m Sales 4Q FY3/2024 (GIGA) Many GIGA School Concept projects are five-year
m Sales FY3/2025 onwards m Sales 4Q FY3/2024

contracts. Over time, more sales are posted. The

. amount of sales to be recorded will drop in FY March
. 2025 and later.

5,945 ‘

5,273

Sales 4Q FY3/2024 (GIGA)

Sales to be recorded in the 4Q period of the fiscal
year under review will rise because the Group has

been continuously gaining nhew GIGA School Concept
projects.

CI- Ik /\25.5%

Contracts are expected to rally sharply following an
increase in projects related to the NEXT GIGA School
Concept that started in FY March 2024.

+10.7% Sales FY3/2025 onwards Sales 4Q FY3/2024

The order backlog is steadily increasing, reflecting
the gradually growing percentage of enterprise
contracts that are for cloud service products. Many
of these are one-year contracts.

+6.9%

+5.8%

End of Dec. End of Dec.
FY Mar. 2023 FY Mar. 2024
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Change in Net Sales | DigitalArt&

Consolidated net sales grew 8.7% year on year, to 8,322 million yen.

Change in Net Sales

m Cloud service products
m License sales products/Others

8,322 (Million yen)
(+8.7%)
7,658
A
36.1% +10.2% 36.5%
!
A
63.9% +7.8% 63.5%

First 3 Quarters First 3 Quarters

FY Mar. 2023 FY Mar. 2024

Net sales of cloud service products
increased 10.2% year on year, reflecting
steady growth in sales in the enterprise
sector market, as well as sales recorded for
new GIGA School Concept projects for
which orders were received before and
during the current fiscal year.

Net sales of license sales products and
other increased 7.8% year on year due to a
rise in DAC's sales, and as described in the
“Trend in Consolidated Contracts” page,
projects from new clients switching from
competitors' products were won in the
enterprise sector market, offsetting a
downturn after receiving orders for large
public agency projects in the previous fiscal
year in the public sector market.
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Supplement) Method of recording sales by product DigitalArt&

<+—— Contract period (n months)+1 month —»

g_g I WENNN . |icense fees make up a large proportion of
Z S T the contract amount. This portion is recorded
32 L [ ] in a lump sum as sales in the month when
: ol ‘ . ' the contract is obtained.
License sales 28 . .
Contracts 3 Amount equivalent to maintenance fee . . .
products is prorated over contract period "n" +  Amount equivalent to maintenance fee is
g}é" 4 recorded on a pro rata basis over the contract
$= period.
8o
T 2
D
o
Y months Y+1 Y+2 .. Y+n Y+n+1
(contract months) months months months months

<«4— Contract period (n months) —»

_ «  Contract amount is recorded as sales on a pro
[ ] rata basis over the contract period (split into
equal monthly amounts).

(@]
23
2 g
o2
Cloud service % 3 bg;ﬁﬁ)’g *  As the contract amount of cloud service
products Contracts gy g Tt products rises, the contract amount that is
3% deferred (order backlog) increases.
2._0
&g I
y O
i —
Net sales
Y months Y+1 Y+2 L. Y+n-1 Y+n
(contract months) months months months months
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Supplement) Relationship between contract amount and

sales by product (one-year contracts) DigitalArt&

For example, the diagrams on the left show the relationships

W License sales products between the contract amount and net sales in license sales

i Cloud service products products and cloud service products with a one-year contract at
the amount of 600 million yen.

. M m Contracts
Trend in

Contracts For license sales products, contracts in the second and
subsequent years are half of those of the first year. For cloud
service products, contracts in the second and subsequent years

YearX  Yearx _  YearX YearX+l Yearx+l  YearX+1 YearX+2 are the same amounts as those in the first year. An increase in
Jan. Feb. Dec. Jan. Feb. Dec. Jan. new contracts for cloud service products will result in a higher
growth rate in coming fiscal years than for license sales products.

First year Second year Third year
Net sales
For license sales products, a high percentage of net sales is
%hat"s?"i in recorded at the time of the contract. For cloud service products,
e ales . . .
net sales are posted in monthly installments. For license sales
5 5 5 5 products, net sales decrease because of a decline in contracts at
ETH L0 B S0 the time of renewal. For cloud service products, net sales are
Year X Year X -+ Year X Year X+1  Year X+1... Year X+1 Year X+2 constant.
Jan. Feb. Dec. Jan. Feb. Dec. Jan.
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Supplement) Relationship between contract amount and

sales by product (multi-year contracts) DigitalArt&

Many projects in the public sector market are multi-year contracts, such
as five-year ones. They have longer periods until renewal.

B License sales products

W Cloud service products For example, the diagrams on the left show the relationships

between the contract amount and net sales in license sales
products and cloud service products with a five-year contract of

600 million yen.
Trend in
Contracts Contracts
For both license sales products and cloud service products,
contract amounts are unchanged at the time of renewal.
Year X Year  Year Year Year . Year Year
X+1 X+4 X+5 X+6 X+9 X+10
Net sales
For license sales products, a high percentage of net sales is
Chanage in 552 552 552 : :
Mot S? | recorded at the time of the contract. For cloud service products,
et sales sales are recorded in monthly installments for a period of five
12 12 12 12

years. This means a wider gap between the contract amount and

1200120y 120pgg120 120 net sales (order backlog).

Year X Year = Year Year Year = Year Year
X+1 X+4 X+5 X+6 X+9 X+10
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Quarterly Trend in Net sales, Operating profit. Jyp P eryS

(Million yen)

m1Q m2Q m3Q m4Q 10.436

Net sales Operating profit Net sales Operating profit Net sales Operating profit Net sales Operating profit Net sales Operating profit
FY March 2020 FY March 2021 FY March 2022 FY March 2023 FY March 2024
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Quarterly Trend in Consolidated Cost of Sales

i Transfer to other accounts

DigitalArt&

(Million yen)
7 Cost of sales
Other 1,450
m Communication expenses 1,340
m Depreciation 1204 1235 1248 i 3325270
m Labor 1,102 i ! '
10 : 21 229
989 r 244220 233 302
%2 e a0t
i 170 ’
793 173556 222
723 - 324
609 622 1 Bhao
R 5 87 17
11 121 2
Communication ‘OE183 175 983
expenses 206
766
Depreciation &
584
27 47 430
349
Labor
1Q 2Q 4Q 2Q 3Q 3Q 3Q

FY March 2021

FY March 2022

FY March 2023

FY March 2024
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Quarterly Trend in Consolidated

Selling, General and Administrative Expenses DigitalArt&

m Personnel expenses
m Advertising expenses

2Q 3Q 4Q 2Q 3Q 1Q 2Q 3Q

FY March 2021 FY March 2022 FY March 2023 FY March 2024

(Million yen)
m other
660 648 646
609 609 .
574 558 578 59
526
501 499 485 487
229
414 204 232
166
161 = 74 79
58
34
302 280 285
b8 262
2Q 3Q
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Consolidated Balance Sheet DigitalArtS@,

The equity ratio increased to 69.8%, reflecting a decrease in total assets

after the acquisition of treasury shares and payment of dividends. (Million yen)
moesase | peoedsr
Current assets 17,631 18,925 17,422 (7.9%) | Treasury share buy-back fund (1,430M)
(Cash and deposits) 16,072 17,018 15,961 (6.2%) | Treasury share buy-back fund (1,430M)
Non-current assets 2,209 2,223 2,294 +3.2%
Total assets 19,840 21,149 19,717 (6.8%)
Income taxes payable (537M)
Current liabilities 6,442 6,924 5,862 (15.3%) Eae;;f)?jedtéﬁ Pfl:‘}i"c‘;v;islgpt:;ﬁjsye”;zr;tdogt?}facr‘;””ts
(122M)
(Advanced received) 5,326 5,187 4,784 (7.8%)
Non-current liabilities 50 50 51 +1.6%
Equity capital 13,314 14,141 13,768 (2.6%) | Dviams paia (1126, rot 43, 162M
Net assets 13,347 14,173 13,803 (2.6%)
Equity ratio 67.1% 66.9% 69.8% -
ROE 17.6% 23.3% 15.5% -
ROA 11.4% 15.1% 10.6% -
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Summary of Non-consolidated Results DigitalArts@,

Net sales grew, but cost of sales and SG&A expenses rose due to development
costs related to the release of new products and an increase in base pay.

(Million yen)

meagtes EEESTCN oo | e

Contracts 5,978 5,714 (4.4%) -

Net sales 6,593 6,769 +2.7% 10,000
Cost of sales 1,769 1,952 +10.4% 2,650
Gross profit 4,824 4,816 (0.2%) 7,350
B L - 1,629 1,734 +6.4% 2,350
Operating profit 3,194 3,081 (3.5%) 5,000
Operating margin 48.5% 45.5% - 50.0%
Ordinary profit 3,202 3,094 (3.4%) 5,000
Profit 2,213 2,142 (3.2%) 3,450

* Financial Forecast is the non-consolidated financial forecast announced on May 9, 2023.
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Material on Consolidated Financial Results
for the First Three Quarters of the Fiscal Year Ending March 31, 2024

LE] Net Sales by Market
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Consolidated Contract Amount by Market OigitalArts.

The contract amount expanded in the enterprise sector market while
it contracted in the public sector market.

Trend in Consolidated Contract
Amount by Market

7,043

First 3 Quarters
FY Mar. 2023

-4.4%

-17.8%

+19.9%

7,267

(+3.2%)

2,394

4,559

First 3 Quarters
FY Mar. 2024

(Million yen)

Public

Enterprise

In the enterprise sector market, the contract
amount was up 755 million yen or 19.9% due to
the acquisition of projects that aimed to meet the
need to transition from the castle and moat
security model and projects from new clients
switching from competitors' products, as well as
new customers gained at DAC.

In the public sector market, the contract amount
declined by 517 million yen or 17.8%, reflecting
the absence of contracts for large public agency
projects and prefectural government security
cloud projects recorded in the previous fiscal year
and a slowdown in growth in the contract amount
of Security Improvements for Local Governments
projects and GIGA School Concept projects.
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Consolidated Net sales by Market OigitalArts.

The contract amount expanded in the enterprise sector market while
it slightly contracted in the public sector market.

Trend in Consolidated Net Sales
by Market
8,322

(+8.7%)

7,658

First 3 Quarters
FY Mar. 2023

-4.4%

-1.7%

+19.2%

First 3 Quarters
FY Mar. 2024

(Million yen)

Public

Enterprise

In the enterprise sector market, net sales
increased 19.2%, or 739 million yen, due to orders
for cloud service products, projects that aimed to
meet the need to transition from the castle and
moat security model, and projects from new
clients that switched from competitors’ products,
as well as new customers gained at DAC.

In the public sector market, net sales declined
1.7%, or 60 million yen. This is chiefly due to the
absence of sales of large public agency projects
and prefectural government security cloud
projects for which orders were received in the
previous fiscal year, which was only partially offset
by the acquisition of Security Improvements for
Local Governments projects and GIGA School
Concept projects.
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Trend in Consolidated Net Sales by Market OigitalArts.

Net sales for the first three quarters gagp OV

hed a record high consumer
reacned a .
6,686
Public
3,482
4,750
4,166 4,141
3,518 3,551
2,747 1,655 1486
2,325 1,247
Enterprise
1,014 3,847
2,031 2,134 2309
1,483
First 3 Q First 3 Q First 3 Q First 3 Q First 3 Q First 3 Q First 3 Q First 3 Q First 3 Q First 3 Q

FY Mar. 2015 FY Mar. 2016 FY Mar. 2017 FY Mar. 2018 FY Mar. 2019 FY Mar. 2020 FY Mar. 2021 FY Mar. 2022 FY Mar. 2023 FY Mar. 2024
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Quarterly Trend in Consolidated Net Sales by Market bigitalArt&

Net sales for the third quarter ilion yven)
were a Fecord high.
2,758
Consumer
2,074
1,919 Public
1,687 1,649
1,514 1,500
6

Enterprise

N

1,37 1,413 785
1,249 738
597 574
o 426
515 A
1,179
' 1,067
a1s - 975 a4 985 971
2Q 3Q  4Q 1Q

1Q  2Q 3Q 4Q 1Q 2Q  3Q
FY March 2020 FY March 2021 FY March 2022 FY March 2023 FY March 2024
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B Usgiaians

m Net Sales by Market

Enterprise Sector




Net Sales in Enterprise Sector Market by Product

DigitalArts@,

Net sales increased more sharply as the Group captured demand for comprehensive security solutions
due to the shift from the castle and moat security model, which has started in earnest, and the
expansion of the scope of targets of protection due to an increasing incidence of diverse cyber attacks.

Trend in Net Sales in Enterprise
Sector Market by Product

4,586 (Million yen)

(+19.2%)
= Oth
ther
3,8_47
‘/7
+46.1%

+0.3% FinalCode
m-FILTER

+ 12.40/6 SeriES
+9.0% i-FILTER

series

First 3 Quarters First 3 Quarters

FY Mar. 2023 FY Mar. 2024

Sales of i-FILTER series were firm as the Group captured
demand for a transition from the castle and moat security
model and demand for a shift from the products being
used to increase safety.

(+169 million yen/+9.0%)

The m-FILTER series captured demand for
countermeasures to address ransomware and the insecure
practice of sending a password-protected zip file and a
password for unzipping it separately by email (commonly
known as PPAP in Japan), as well as demand for e-mail
security solutions in the cloud environment. Sales were
strong.

(+87 million yen/ +12.4%)

The release of new products has enabled the Group to
capture wider ranging demand. Additionally, pipelines
expanded.

DAC made good progress acquiring new clients and
achieved substantial sales growth, reflecting advancing DX
and growing demand for security measures among
enterprises.

(+487 million yen/+46.1%)
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Net Sales Growth and Expansion of DAC on a Non-consolidated Basis

Number of consultants

(Persons)

127

End of FY March End of 3Q FY
2023 March 2024

DAC actively recruited individuals with rich
knowledge and experience in operational reforms
and DX and with a high level of expertise in the
area of technology and cybersecurity.

Security consulting sales*

(Million yen)

1,167

735

First 3 Q
FY Mar. 2023

First 3 Q
FY Mar. 2024

Sales increased significantly after receiving projects
for the comprehensive support of all processes
including the examination, construction and operation
for assisting the enhancement of security through the
application of advanced technologies, as well as
assisting the development of security governance
systems such as the Information system Security
Management and Assessment Program (ISMAP).

28

bigitalArt&

IT strategy consulting sales*

(Million yen)

376

321

First 3 Q
FY Mar. 2023

First 3 Q
FY Mar. 2024

Sales grew steadily as a result of acquisition of
consulting projects regarding the formulation of IT
strategies, operational reforms, enhanced customer
experience (CX) and other matters for establishing
superiority through the positive utilization of digital
technologies.

*DAC's net sales (after consolidated journal adjustments)
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B Usgiaians

m Net Sales by Market

Public Sector




Net Sales of Public Sector Market by Product

| DigitalArts@,

The Group continued to receive new Security Improvements for Local Governments and GIGA School
Concept projects. However, sales were slowing gradually. Meanwhile, the Group started to anticipate
its reception of NEXT GIGA School Concept projects starting in the next fiscal year.

Trend in Net Sales of Public Sector
Market by Product

(Million yen)
3,421
3,482 (-1.7%)
e - ~14.7% ,
-10.6% m-FILTER
series
+1.2% i-FILTER
series

First 3 Quarters
FY Mar. 2023

First 3 Quarters
FY Mar. 2024

Sales of the i-FILTER series grew due to sales
for Security Improvements for Local
Governments projects and GIGA School Concept
projects, which had been recorded since before
the current fiscal year, although the sales were
affected by sales from large public agency
projects for which orders were received in the
previous fiscal year.

(+32 million yen/+1.2%)

Sales of the m-FILTER series experienced
negative growth due to less active procurement
for Security Improvements for Local
Governments than in the previous fiscal year.
(-70 million yen/-10.6%)

The Group has set up a project team for NEXT
GIGA School Concept projects, where GIGA
terminals will be updated beginning from the
next fiscal year onward, and has started to
anticipate the reception of the projects.
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GIGA School Concept | DigitalArt&

Introduction of filtering under the GIGA School Concept*!

Introduction of pay filtering by Boards of Education Share of charged filtering introduced

Not yet —e Competitors —e
introduced, etc. Charged filtering 46%
21% already

introduced

Share of
} i-FILTER
7 9 %

5 4°/o

The percentage of boards
of education that have
introduced charged
filtering increased 4%.

The percentage of boards of education that Of the boards of education that have introduced
have adopted pay filtering reached 79%. charged filtering, 54% have implemented i-FILTER.

*1 : According to our survey of 1,741boards of education (Dec. 2023)
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m Net Sales by Market
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Net Sales of Consumer Sector Market by Product

| DigitalArt&

In the consumer sector market, the demand for paid filtering for mobile

phones and other terminals is declining.

Trend in Net Sales of Consumer
Sector Market by Product

(Million yen)

313

(-4.4%)

327

+15.5% For computers

183

For mobile
terminals, other

A23.1%

130

First 3 Quarters
FY Mar. 2023

First 3 Quarters
FY Mar. 2024

In products for computers, new
contracts remained firm, and net sales
increased with promotions of multiple-
year package products and initiatives for
products for Internet cafes.

(+25 million yen/+15.5%)

With regard to products for mobile
phones and other terminals, revenue
from contract development of products
for mobile terminals for carriers
increased, while new contracts declined,
leading to a decrease in net sales.

(-39 million yen/-23.1%)
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for the First Three Quarters of the Fiscal Year Ending March 31, 2024

[Z} Status of Measures for
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Progress in the Product Roadmap in FY March 2024 | DigitalArtS@,

¢ The functional upgrade to fulfill comprehensive security needs and new product releases,
both of which were due to be done in the current fiscal year, were done.

Respond to
needs for

comprehensive
security

Cmmunication
Business

Oct. and
Mar. Apr. May Jun. Jul. Aug. Sep. later

CASB function of

>
v b g

: Released in |
r’ Apr.3 I

: ‘ ‘ Released in B
: Aug. 16

N S
‘ ‘ ul.4a

| i i " Released in
Nov. 13

“YReleased in
Sep. 7

Vet i-FILTER@Cloud
web  j-FILTER AI chat filter
Mail m-FILTER MailAdviser OWA
File  f-FILTER
authen  StartIn
Chat  Desk

Y Released in i
i Jun. 21 3

35 Copyright © Digital Arts Inc.



Status of measures to be implemented in the fiscal year ending March 31, 202\_! b:gttaIArts@,

Sales of Anti-Virus & Sandbox, launched in the previous fiscal year, were strong. The release of hew products planned
for the current fiscal year was completed. The Group aims to increase sales in the new product lineup.

¢ The contract amount for Security improvements for Local Governments and GIGA School Concept projects continues to
increase cumulatively.

Measures Actions

Improve next-generation SWG functions
4 Upgrade next-generation SWG functions and anti-malware measures

o) by adding the CASB function to i-FILTER@Cloud
g y O Usgrds eesies i deicaing Total sales of Anti-Virus & Sandbox increased to 778 million yen
3 ; - \ .
% g and responding to malware infections from the previous fiscal year's 358 million yen.
=2
§ & € Improve measures against PPAP
20 and wrong email transmission solution Response to the PPAP, wrong email transmissions,
2 § ¢ Develop non-VPN remote access products generative Al, ID management and other issues
e & Encourage the smart utilization of generative Al The release of new products fulfilling security needs planned for
s this fiscal year was completed.
T € Release IDaaS products with original authentication methods i-FILTER@CIoud_
such as authentication using positional data and third-party M-FILTER. £ TILTCR Startln
authentication [ fu%ﬁ'i%n ][ Agiﬁt;?" ] Mail Adviser OWA " "

Security Improvements for Local Governments

€ Expand sales in Security Improvements for Local Governments Total contracts increased from 1,739 million yen in the

previous fiscal year to 2,340 million yen.

M
)
=
o
=
=
=

¢ Increase GIGA School Concept project market share GIGA School Concept

]
Q
[}
3,
N
[y}
=4
o
z and prepare for the next update.

o
S
a
()
0
3
<]
S
n

Total contracts increased from 8,724 million yen in the
previous fiscal year to 9,534 million yen.
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Material on Consolidated Financial Results
for the First Three Quarters of the Fiscal Year Ending March 31, 2024

L5 FY03/24 Initiatives
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E FY03/24 Initiatives

Responding to the ICT Environment




Strategy in Security Products Market DigitalArt&

Expand the product portfolio to promote synergy in terms of

the existing main products’' functions and customer base.

Investment areas o Future core areas (stable areas) Promising - = Market growth rates
High Future promising areas . areas
SASE 20.3% >
: Expand the portfolio
Web it oo
e/ :::;S S to promising areas/
CNAPP  17.9% File and content v SDPIAP investment areas
sharing services v CASB
v FWaas$ and others
Market assessment  11.2% \
(VA) B S—
growth
rate Unified endpoint
t -
"(UEM) tools Current portfolio
Gateway security ek filterigy
¥ Security monitoring tools
¥ FW-, VPN- and UTM-related Mail Security
products (including file
encryption)
Improvement mpiementation of downsizing, Areas for acquisiion gtable areas
Low domain withdrawal and collaboration of stable revenue
_ with other companies —
Low Our advantage High
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Responding to the ICT Environment

Expansion of White Operation bigitalArts@,

Maximize synergy between the existing main products and new products,
centering around White Operation, which is our strength.

What is White Operation?

The products adopt White Operation based on whitelist database, instead of blacklisting, which is a common concept of
security measure. It protects an ICT environment from unknown and/or existing threats irrespective of user's literacy.

Unknown — Websites used for
malicious URLs Existing study and work
malicious URLs

X = ox om0
l J

. FLTER [i-FILTER]
| |'F|LTE Whitelist Database
F 3

Features of White Operation:
v Digital Arts' unique operating
method

v Constructing high coverage
rate/high accuracy DB of

| whitelist
I-FILTER. m-FILTER v Having countermeasures
1 Ver.10 Ver.5 against falsification
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Responding to the ICT Environment

Areas of Focus for This Term bigitalArts@,

Release new products/new functions for Network, Authentication, Terminal/Data and Chat and Online
Conferencing System aiming at providing the total support for the ICT environment.

= Area of focus

ICT environment Solutions for this term
SD-WAN
Network Sending and 't‘_e"‘_"°';'f = IAP | ID-aware proxy (non-VPN)
receiving o, Internetaccess optimization % = ‘ CASB | Visualization and control of cloud services
Internal process email ‘}éi Log 2¢ 2
applications Cloud @ 8338 SWG Cloud proxy
B g x .
Application = SEG Secure email gateway
S
\ ‘ E Cloud FW Network control
| Log collection and -
centralized o
Authentication i management Q
System w é g: Management of IDs on the cloud
L -
Operation .
. monitorin Data storage and sharing
Internal terminals External terminals . -
and data and data M°"'_t°|""9 1 Prevention of loss or leakage of
Detection and 3 confidential data
= ey 5 o Anaiyse s Data Encrypion
Report & . .
o m Mobile device management
Consumer devices g_
@ Chat and Online Conferencing System @] E End-point monitoring and|threat detection
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Responding to the ICT Environment

New Products and New Function Releases DigitalArt&

Add the CASB function, to be one of the main functions in the next-generation SWG plan, and
a new function for visualizing/controlling the status of use of generative Al increasingly in
demand, to i-FILTER as standard features.

Network

Security

i-FILTER @ Cloud.

[ CASB function ] [ AI chat filter ] v The_ Al chat filter is a new function
designed for companies and

organizations willing to proactively use

S generative Al, which is a trendy tool.

D

& - _

o D202 STy s | e | v [ v Aim at creating further projects and

"" e increasing user satisfaction, mainly
FRILTER ® Cloud targeting small and medium enterprises

CASB who cannot afford the high-priced

S DI O) pro_ducts of foreign affiliates due to their
Visualization of usage status and information leakage risk limited budgetS since both the functions

Support for confirmation of users who made  Support for

N At R are provided as standard features.
words/reasons for detection generative Al
Visualize and control the status of use Supporting flexible management/control of
of cloud services access to generative Al by service and by
Enabling flexible and robust account
countermeasures against information

leakage
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Responding to the ICT Environment

New Products and New Function Releases DigitalArts@,

Network » A product to provide pop-ups for email misdelivery supporting the Outlook Web Access (OWA) environment
t - Equipped with the original function to solve PPAP issues, meeting a wide range of needs for security
Security measures in email delivery

Strengthening the brand
of products aimed to m'FILI ER@

prevent email misdelivery i i
MailAdviser OWA

Recipients tab shows a list of all email addresses in POINT
To, Cc and Bcc fields

v" More users choose the Microsoft 365's OWA

Indicating the number of problems in “FILTER. raitacyiser owa ;. i 1 . .
the Recipients, Text and Attached File = g e Sk of erroneous environment as an environment to send and
tabs. : g a . g q .
== e SR AR s ’ receive emails since it works in any terminal
The categories displayed at the Click on the destination address itself L L .
beginning of each domain are to confirm v Providing the original function to solve PPAP
external, mobile,” an internal™. . . g e .
- _ issues in addition to the function to prevent

* In addition to the above categories, L= . A A .

External, "Outside the unit’ and b s = Polnting out what needs to be email misdelivery and allowing easy

"Within the unit" can be added. o EET5™ s o ERRECHE SRS confirmed when a cursor is pointed at introduction

the address

The receiver can instantly be identified.

. L . The mail cannot be sent if any item is v Un|fy the name Of m‘FILTER MailAdViser
Automatically obtain information on each left unconfirmed . o -
gser's_ orgtamtzhation and cgnve_rtfthe ; OWA with the brand m-FILTER MailAdviser

omain into the organization information i q .
S that erroneous addresses can be e o T Wt (for email software) to accelerate project
spotted right away. Files," are confirmed. Creation

» Measures to provide pop-ups for email misdelivery supporting the Outlook Web Access (OWA)
+ Robust measures to prevent email misdelivery and solve PPAP issues
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Responding to the ICT Environment

New Products and New Function Releases DigitalArt&

Release StartIn, a new product featuring the original multifactor authentication
method, in addition to ID management, log management and ID provisioning,
and providing secure authentication when using SaaS

ID management
- Active Directory integration
- Azure Active Directory integration
- Google Workplace integration

Authentication

security

Authentication method

Digital Art - Authentication with positional information
_g .a S . + Third-party authentication
original function . Regular authentication

+ SAML integration

+ One-time password (OTP) authentication
+ Push authentication

+ Smartphone biometric authentication

+ Authentication with clients’ certificates

- IP restriction

Log management

- Access log
- ID linkage log
- Report function

Startin.

ID provisioning

- i-FILTER@Cloud
+ m-FILTER@Cloud
- FinalCode@Cloud
- Desk

v' The Group is continuously enhancing the product based on feedback from users and the market.
v' The Group aims to increase projects by cross-selling to over 12 million existing users of the Company
and proposing product integration to potential new users.

POINT
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Responding to the ICT Environment

New Products and New Function Releases | DigitalArts@,

+ Release f-FILTER, an original solution to file transfer featuring the DLP function
Data + Meeting the needs for measures to prevent information leakage of terminals/data
in the ICT environment

f FILTCR.

security

(i) Check the files taken out (ii) File management after taking out
DLP Determination of File viewing Specify who can
(Data Loss important authority view and download
Prevention) information based on management files

unique definitions
File Scoring whether files .
FILE Judgment can be provided DigitalArts =
externally Original cloud —
storage

Antivirus Virus check for sent ‘
and received files

v' The Group is actively creating projects as solutions to PPAP by linking with m-FILTER.
v' The link to the CASB function of i-FILTER has been strengthened, which will lead to the creation
of network DLP projects.

POINT
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Responding to the ICT Environment

New Products and New Function Releases | DigitalArts@,

o EldE Nohl[[; M ° Desk was released on June 21 (our anniversary of foundation),
Conferencing launching the communication business.
System + Addressing security risks emerging in communication.

Chat and online
I conferencing DeSk®

Chats Enhancement
(for schools) es I(® GIGAXZ—ILER of features

| %ens  Desk Event.

v Listen to voices at education sites and add the usage time restriction and Google Workspace
collaboration functions to GIGA School Edition

v The Group will continue to enhance the product and implement marketing initiatives targeted at
users in education.

POINT
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E FY03/24 Initiatives

Education Business
(GIGA School/School Affairs DX)




e e R W Oy
Performance Forecasts igitalArts.

In the education business, contracts can be expected to increase

due to the special demands for GIGA School Concept and Next-generation
school affairs DX for the five years following the FY March 2025.

/

Increase of our
market share due to
enhanced products

Renewal of the A

existing
GIGA business

Compatible
with
guidelines

\\\\

\

Next-generation school affairs DX Security measures

* Maintenance of information security in the network with the assumption of
access control
» Expanded scope of security support provided by the new product

Budgetsize)

prox ¥,-/—4_;|—4_:|—4_'J| 8 billion,

_)
e

~

ncrease in the introduction
rate of pay filtering due to

NEXT GIGA

1

*Created by the Company based on each press article
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NEXT GIGA

Update Timing for GIGA Terminal

| DigitalArt&

GIGA terminals are being gradually updated due to the NEXT GIGA School
Concept since FY Mar. 2025 and will go into full swing in FY Mar. 2026.

GIGA terminal update timing

FY Mar. 2024

Other (depending on (0.4%)

budgets and other factors)

(6.6%) FY Mar.
2025
From FY Mar.
2028 onwards (8.0%)
(10.8%)

FY Mar.

2027
(22.4%)

FY Mar.
2026
(51.7%)

POINT

v' As for the date of updating GIGA
terminals, approx. 60% of the
education boards will be due for
updating by the end of Mar. 2026.

v In November 2023, the cabinet approved
a draft budget for NEXT GIGA. The
budget includes a GIGA terminal
replacement cost of 264.3 billion yen
(for public schools). The preparations for
terminal replacement are progressing
steadily.

The data were prepared by the Company based on survey data of the Ministry of Education, Culture, Sports, Science and Technology and media reports.

49
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School Affairs DX

Support for Guideline

bigita IArts.

The Ministry of Education, Culture, Sports, Science and Technology calls for the following implementation

as the direction of the next-generation school affairs DX:

* As a regional fiscal measure, financial support of 180.5 billion yen on a single-year basis has always

been provided for computerization of school affairs.

(i) Make it possible to reduce the burden on teaching staff and school
officials working inside and outside the school, as well as on members of

Work the education boards, and support the acceleration and activation of

style communication through active use of the general-purpose cloud tools.

reform
(i) Develop an environment offering connection to the school

affairs/learning systems from anywhere and allow flexible and safe work
styles tailored to the individual needs of teaching staff

(iii) Allow low-cost and real-time integration of data owned by school affairs
system and the learning system.

Data
linking
(iv) Support the sophistication of school management, educational

guidelines and education policies by visualizing various kinds of data in an
integrated way by using the dashboard function.

(v) Allow securing operation continuity even in the event of a large-scale

Resilience frmEe

This can be tackled by utilizing
GIGA terminals and the existing
network environment.

Integration of school
affairs/learning networks

Cloud migration of school
affairs support system of security
is essential
{o]3

i . implementation
Creation of data linkage BTEE: 0L

platform (dashboard) reassuring way.

Cloud migration of school
affairs support system

Source: Created by the Company based on https://www.mext.go.jp/b_menu/shingi/chousa/shotou/175/mext_01385.html

50
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School Affairs DX

Development Schedule DigitalArts@,

Security measures in school affairs DX will start from FY Mar. 2025,
aiming to bring the system into operation in FY Mar. 2026.

& Schedule for introduction/renewal of integrated school affairs support systems

) No plans to
Fiscal year FY Mar. 2026 FY Mar. 2027 FY Mar. 2028 FY Mar. 2029 FY Mar. 2030 introduce, etc.
Number of 317 319 216 380 353 230

municipalities (17.5%) (17.6%) (11.9%) (20.9%) (19.4%) (12.7%)
& Example of schedule for environmental development aimed at the next-generation school affairs DX
System procurement will begin in FY Mar. 2
FY Mar. 2023 | FY Mar. 2024 FY Mar. 2025 FY Mar. 2026 FY Mar. 2027 FY Mar. 2028

Development of model cage

Drafting of the next-gengration school affairs DX guideline (provisional name), etc.

Local governments Consensus formation Procurement contract .
scheduled to Consideration Specific;t\on formulation | System d_ef\gn /construction Next-generation
introduce/renew the system o Budget request Trial operation System operation
in FY Mar. 2026 meeting Steady implementationof transitional initiatives
Local governments Consensus formation Procurement contract .
scheduled to Specification formulation System design/construction Next-generatlon
introduce/renew the system Budget request Trial operation system operation
in FY Mar. 2027 Steady implementation of transitional initiatives

Source: Ministry of Education, Culture, Sports, Science and Technology "Results of a survey on computerization of school affairs (as of September 2022)"
https://www.mext.go.jp/content/20230308-mxt_jogai01-000027984_001.pdf
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Material on Consolidated Financial Results
for the First Three Quarters of the Fiscal Year Ending March 31, 2024

LE Full-Year financial Forecast for
the Fiscal Year Ending March 2024




Forecasts for Fiscal Year Ending March 31, 2024 (Consolidated)

| DigitalArts@,

Expand existing businesses and develop new businesses with the aim of increasing net sales and profit

(Million yen)

FY March 2023 FY March 2024 o
Net sales 10,436 11,500 +1,063 +10.2 %
Cost of sales 3,666 3,850 + 183 +5.0 %
Gross profit 6,769 7,650 +880 +13.0 %
Gross profit margin 64.9% 66.5% - -
Selling, general and
administrative expenses 2’356 2’500 +143 +6.1 %
Operating profit 4,413 5,150 +736 +16.7 %
Operating margin 42.3% 44.8% - -
ordinary profit 4,429 5,150 +720 +16.3 %
Profit attributable to owners
of parent 3,062 3,550 +487 +15.9 %

53
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Forecasts for Fiscal Year Ending March 31, 2024 (Non-consolidated) | DigitalArts

Expand existing businesses and develop new businesses with the aim of increasing net sales and profit

(Million yen)
Full-vear Results [ {SUCae Change % Change

Net sales 8,984 10,000 +1,015 +11.3 %
Cost of sales 2,425 2,650 +224 +9.3 %
Gross profit 6,559 7,350 +790 +12.1 %
Gross profit margin 73.0% 73.5% - -
e 2,163 2,350 +186 +8.6 %
Operating profit 4,395 5,000 +604 +13.7 %
Operating margin 48.9% 50.0% - -
Ordinary profit 4,407 5,000 +592 +13.4 %
Profit 3,048 3,450 +401 +13.2 %
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Status of Consolidated Net Sales OigitalArts.

Consolidated net sales are forecast as follows:

Consolidated Forecast * Net sales that will be carried over to and

(Million yen) posted for the fiscal year in question
16,000 will increase given an increase in the
14.000 number of contracts acquired in
previous fiscal years in connection with
12,000 the GIGA School Concept in the public
10,000 sector market.
8,000  New DAJ contracts are expected to
amount to 9,385 million yen following
6,000 11,500 measures to expand sales of new
4,000 functions and new products for the
enterprise sector market and public
2,000 sector market, together with strategic
0 sales measures.
New contracts Net sales Net sales Deferred Consolidated
during this fiscal DAC*2 carried over contract financial forecast *1 : DAJ = Digital Arts Inc.
yesr DA T st e Z)yf < :g g;g: rgégirt:ele: 22;0315: :.)tli-zgrlgg.cklog of contracts acquired in previous fiscal years

*4 : Sales deferred to subsequent fiscal years (order backlog)
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Status of Consolidated Net Sales OigitalArts.

Consolidated net sales by market are forecast as follows:

Forecast by Market

+7.2%

+13.3%

11,500
(+10.2%)

(Million yen)

Consumer

>
P

b= 5

Results for FY March 2023 Forecast for FY March 2024

In response to corporate needs for total
security solutions, we will enhance the
product lineup in order to attract new
clients.

Net sales that will be carried over to and
posted for the fiscal year in question will
increase given an increase in the number
of contracts acquired in previous fiscal
years in connection with the GIGA School
Concept in the public sector market.

The market share in GIGA School Concept
projects will increase, and Security
Improvements for Local Governments
projects will expand sales.
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Consolidated Cost of Sales

and Selling, General and Administrative Ex DigitalArt&

Labor costs, communication expenses and personnel expenses are expected to

increase after the release of the new products/new functions. (Milion yen)

Results for Forecast for .
FY March 2023 FY March 2024 Change YoY Main Factors for Change
Cost of sales 3,666 3,850 +5.0%
Labor 1,634 1,980 +21.1% Increase in number of DAJ's development personnel.
Depreciation 838 9 10 +8.5°/o Increase in depreciation of software for cloud products.
Communication An increase in cloud server expenses as a result of the
1, 162 1,230 +5.8% expansion of sales of cloud service products and an increase
expenses in the number of licenses.
A decrease in outsourcing expenses following a shift of
Other 895 770 AN14.1% engineering operations outsourced by DAC to internal
operation.
Transfer to other accounts A 865 A1,040 +20.1%
Selling, general and 2 356 2 500 +6.1%
administrative expenses a v '
0 An increase in the number of personnel due to the
Personnel expenses 11 193 113 10 +9.7% recruitment of new graduates.
Advertising expenses 297 310 +4.1% Advertising in newspapers and other media will increase.
0 An increase in travel and transportation expenses as the
Other 865 880 +1.7% COVID-19 pandemic fades.
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Status of Consolidated Cost of Sales OigitalArts.

The increase in DAJ’s development personnel will lead to a rise in labor expenses.
Cloud server expenses (communication expenses) will grow with the expansion of sales
of cloud service products and an increase in the number of licenses.

Status of Consolidated Cost of sales

4,500 + 345 + 71 +67 (Million yen)

4,000 —— ————— ——

|
3,500 A 125 AN 174
3,000

2,500
2,000
1,500
1,000

500

FY March 2023 Labor Depreciation Communication Other Transfer to  FY March 2024
results expenses other accounts forecast
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Status of Consolidated Cost of Sales OigitalArts.

Personnel expenses will surge due to an increase in the number of staff after new graduates employees
joined the Group.

Travel and transportation expenses as well as entertainment expenses (as part of Other) will increase as
the COVID-19 pandemic fades.

Status of Consolidated Selling, General and Administrative Expenses

3,000 (Million yen)
2 500 + 116 + 12 + 14
2,000
1,500
1,000
500
0
FY March 2023 Personnel Advertising Other FY March 2024
results expenses expenses forecast
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Material on Consolidated Financial Results
for the First Three Quarters of the Fiscal Year Ending March 31, 2024

Return to Shareholders for the
Fiscal Year Ending March 31, 2024




Return to Shareholders for the Fiscal Year Ending March 31, 2024 bigitaIArts

We are planning to pay dividends as follows to return a portion of our
earnings to our shareholders.

€ Target payout ratio for fiscal year ending March 31, 2024: 31.6%

4 Annual dividends of surplus forecasted for fiscal year ending March 31, 2024:
80.00 yen per share.

€ We expect to increase the annual dividend by 5.00 yen per share.

Dividend (in yen) per share Consolidated
2Q-end Year-end Annual payout ratio
FY March 2023 35.00 40.00 75.00 34.4%
FY March 2024 40.00
FY March 2024 (forecast) 40.00 80.00 31.6%

Treasury shares will be purchased using a flexible approach, with a focus on returns
to shareholders while taking into consideration trends in business performance and
stock market movements.
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Notes on Descriptions | DigitalArtS@,

Among the descriptions of plans, strategies and financial forecasts in this presentation material, those
that are not historical facts are forward-looking statements.

They reflect judgments made by the management of Digital Arts Inc. on the basis of information currently
available to it. They may be subject to considerable change depending on changes in the environment
and other factors, and the Company does not in any way guarantee the achievement of the projections.
Digital Arts Inc. will disclose any significant changes that occur in the future as appropriate.

With some exceptions, the basic figures in this presentation are rounded down to the nearest million yen.

F=4)L 77—\, DIGITAL ARTS, i-FILTER, i-FILTER Anti-Virus & Sandbox, i-FILTER@Cloud Anti-Virus & Sandbox, i-FILTER@Cloud D775 — hREL/R— hF—E X, info board,
Active Rating System, D-SPA, Anti-Virus & Sandbox for D-SPA, NET FILTER, SP-Cache, White Web, ZBRAIN, L5 > v)LFOF0> 3>, /RO MNER, m-FILTER, m-FILTER
MailFilter, m-FILTER Archive, m-FILTER Anti-Spam, m-FILTER Anti-Virus & Sandbox, m-FILTER@Cloud Anti-Virus & Sandbox, m-FILTER@Cloud D75 — rRE{ELR— M—EX,
m-FILTER File Scan, Mail Detox, m-FILTER EdgeMTA, EdgeMTA, FinalCode, i-7-r )L —, DigitalArts@Cloud, Desk, Desk Event, StartIn, f-FILTER, D775 — bk, D272V,
f-FILTER and other logos and icons related to Digital Arts Inc. and its products are trademarks or registered trademarks of Digital Arts Inc.
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