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[Moderator] 

Hello, everyone. We will now begin the Digital Arts Inc. financial results briefing for the first six 

months of the fiscal year ending March 31, 2025. Allow me to introduce the representatives in 

attendance today. We have Toshio Dogu, Representative Director, President and CEO. And Fumihiko 

Tanizaki, General Manager of the Investor Relations Office. Without further ado, CEO Dogu will start 

by providing a summary of Digital Arts' financial results. 

 

[Dogu] 

Thank you everyone for taking the time out of your busy schedules to join us here today. Today we 

received registrations up to the last minute, and we have an unusually large number of people 

watching compared with regular years. As around one third of you are taking part in a financial 

results briefing or IR coverage of Digital Arts for the first time, I would like to start by giving a brief 

but thorough introduction to the company. I hope this provides you with some insight. 

 

We are now in our 29th year of operation and are looking forward to reaching our 30th anniversary 

next year. We are listed in the Prime Market of the Tokyo Stock Exchange as a Japanese maker of 

security software. 

Company Profile

Copyright © Digital Arts Inc. 2*1: The number of users of i-FILTER Ver. 10, m -FILTER Ver. 5, i-FILTER@Cloud and m-FILTER@Cloud as of September 2024 (internal research)

Digital Arts Inc.Company Name

June 1995Date of
Establishment

September 2002Listed on

Planning, Development and Sale of Internet
Security SoftwareService

14F Otemachi First Square West Tower,
1-5-1 Otemachi, Chiyoda-ku, TokyoHead Office

Tokyo Stock Exchange Prime Market
(Securities Code: 2326)Stock Market

Consolidated: 292 (As of March 31, 2024)
Number of
Employees

Hokkaido Sales Office/ Tohoku Sales Office /
Chubu Sales Office/ Kansai Sales Office/
Chushikoku Sales Office/ Kyushu Sales Office

Sales Offices

For Internet Convenience,
Safety and Security

Domestic
software
developer

13.39 million
active users*1

High
profitability



3 

 

 

One of our unique characteristics is our products and services in the area of web and email 
security. In particular we offer protection against web and email-based attacks from external 
sources, prevent the leakage of information files that are important to users, and since last year 
have also been operating IDaaS (individual certification service). This fiscal year we have developed 
software to strengthen firewalls and authentication in addition to our existing products, and have 
been working with the aim of becoming a fully-domestic comprehensive security software provider 
by enhancing our product lineup during this period. 
 
 
 
 

Product Lineup
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Web
Enabling users to securely connect to websites
without security concerns

Endpoint
Web Security

Secure proxy
appliance

E-mail
Enabling users to securely send and receive email
without security concerns

[For email software]
[For Microsoft365 software]

File

File encryption solution DLP / File transfer solution NEW

Measures to provide pop-ups for email misdelivery NEW

Automatically protecting files from the moment
of creation and allowing users to delete them
after transfer

Supporting secure file transfers
without leaking critical information

AAAAAAAAAAAAAAAAA
AAAAAAAAAAA

IDaaS

Equipped with multi-factor
authentication to ensure
the secure management of
IDs for cloud services

NEW

Malicious website -filtering
software for home use
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Now I would like to move on to our financial results for the first half of the fiscal year ending March 
31, 2025. 
In the first six months, sales fell in line with our expectations. Profit did not grow in line with sales, 
and declined year on year due to increased costs. i-FILTER achieved significant growth and 
boosted sales primarily in the enterprise sector market, while net sales also increased in the public 
sector market through security improvements for local governments and next-generation school 
affairs DX projects. On the other hand, the sale of Digital Arts Consulting (DAC) has led to a decline 
in the cost of sales. In addition, sales from cloud services accounted for a slightly higher percentage 
of total sales than forecast, leading to higher data center communications expenses. Although this 
was in line with plans, there was a rise in personnel and recruitment expenses. As a result, 
expenses grew in line with sales, leading to a decline in operating profit. 

Key Points
Excluding the impact of the transfer of the shares of a consolidated subsidiary at the end of the
previous fiscal year, propelled by the growth of the enterprise sector market,the Group achieved the
planned growth of net sales the first six months of the fiscal year ending March 31, 2025.
Operating profit decreased because the increase in the cost of sales was not offset by the increase
in net sales.

Copyright © Digital Arts Inc. 4

The exclusion of DAC from consolidation meant declines in the consolidated cost
of sales and DAC personnel expenses.
The cost of sales increased, reflecting a rise in data center communication
expenses due to an increase in the number of cloud product users. Consequently,
operating profit decreased because the increase in the cost of sales was not offset
by the increase in net sales.

Revenue

Net sales grew through major growth in i-FILTER, which captured needs for a
variety of security measures. (Excluding DAC*1)

Enterprise
sector market

Net sales grew following the acquisition of Security Improvements for Local
Governments projects, which remained in demand, and Next-Generation School
Affairs DX projects, for which full-scale procurement began this year.

Public
sector market

*1: DAC: Digital Arts Consulting (a consolidated subsidiary in which shares were transferred at the end of the previous fiscal year)
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Looking at the highlights of our consolidated results, contracts amounted to 4,516 million yen, with 

net sales of 4,838 million yen and an operating profit of 2,052 million yen. The year-on-year figures 

shown on the left are inclusive of DAC, which was sold at the end of the previous fiscal year. The 

text shown in orange below these figures illustrates the year-on-year changes excluding DAC, 

indicating a 13.8% year-on-year increase in contracts, and a 6.2% year-on-year increase in net 

sales. Primarily for contracts, as stated on the right the first six months of the year saw notably high 

sale growth from i-FILTER. This reflects an expanded range of services associated with i-FILTER 

including optional products and feature enhancements. As a result, i-FILTER achieved strong 

growth alongside these expanded offerings. In addition, in connection with the end of support (EOS) 

of competing security products, where other companies announced they would fully migrate to 

cloud-based services and eliminate on-premise versions of their products, in the first half we 

continued to see a considerably large number of customers who wished to continue using on-

premise versions of products switch from those providers to Digital Arts. This was one of the 

factors driving strong growth in sales of i-FILTER. 

Operating profit fell 135 million yen year on year, as I will explain in greater detail in a moment. With 

data center communications expenses increasing and cloud service products accounting for a 

higher percentage of total sales, contracts achieved double-digit growth, but since a certain 

percentage of sales from cloud service products is deferred, net sales only rose 6.2%, which was 

insufficient to offset the 135 million yen decline in operating profit. 
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This is our consolidated statement of income, which I will talk about now. 
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This is the breakdown of consolidated contracts. Here we have the breakdown of license service 

products (on-premise) and cloud service products. In the first half, we saw a shift to cloud products 

particularly in the public sector market, which explains the percentage of cloud service products 

jumping 33% compared with the previous year.  
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This slide shows the trend in the order backlog. While the full monetary amounts of contracts are 

recognized at the time of order receipt, sales are deferred depending on the contractual period, part 

of which is recorded as sales in the future. This slide shows how much of sales deferred in the past 

remain to be recorded as sales in the future. Each item is as stated. The gray part in particular 

relates to GIGA. GIGA School Concept projects were not recorded as sales at the time of order 

receipt, so the amounts to be recorded as sales from the next fiscal period and beyond are shown. 

The amount as of the end of the first half of this year has declined 39% compared with the amount 

as of the end of the first half of FY2023. However, starting this fiscal year the second phase of the 

GIGA School Concept has started, so the gray portion is expected to increase from this fiscal year 

onward, particularly in the next fiscal year. 

 



9 

 

 

This slide shows consolidated net sales. As some parts of contracts for cloud service products are 

deferred, there are differences in the growth of contracts and net sales. 
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These three slides explain our approach to deferred sales, which significantly impacts the recording 

of sales for cloud service products in particular. 
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This is the trend in consolidated net sales and operating profit. 
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This slide deals with costs. We have received questions over the past couple of days about why 
operating profit has not surpassed the previous year's level despite net sales having grown. I would 
like to explain this in a little detail. The cost of sales is mainly incurred during the development 
process. Digital Arts develops all of its products in-house. Those development expenses and the 
communications expenses for operating our cloud services are recorded as the cost of sales. 
Selling, general and administrative expenses are the expenses incurred by non-development 
departments including sales, marketing and administrative departments. 
Labor expenses under the cost of sales refers to personnel costs for development. The 410 million 
yen year-on-year decline for labor is explained by the elimination of personnel costs for DAC 
compared with the previous fiscal year, resulting in a decline of around 500 million yen (498 million 
yen) in just the first six months. Looking only at Digital Arts, the difference over the first half of the 
year is an increase of 92 million yen. 
Another reason operating profit did not surpass the levels seen in the previous fiscal year was 
communication expenses. Costs under this category rose 152 million yen year on year. The effects 
of foreign exchange rates account for 34 million yen of this increase. In addition, in selling, general 
and administrative expenses, personnel expenses have decreased by 42 million yen due to the sale 
of DAC, but on a non-consolidated basis, personnel expenses at Digital Arts have increased by 43 
million yen.  
As a result, looking at the first half of the year overall, personnel expenses at Digital Arts on a non-
consolidated basis increased by 135 million yen (with labor expenses increasing 92 million yen and 
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personnel expenses rising 43 million yen). In addition, with data center expenses increasing 151 
million yen, the total increase is around 280 million yen, indicating that expenses have increased on 
a non-consolidated basis compared with the previous fiscal year. Of course, at the beginning of this 
fiscal year we announced our strategy of making strong investments in personnel alongside 
business investments, and if anything, we had expected to incur slightly higher costs, but these 
increases fall within our plans.  
 
 

 

This slide shows the quarterly trend in the consolidated cost of sales. 
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This is the change in consolidated selling, general and administrative expenses. 
 
 

 

This is the consolidated balance sheet. One item of news is the 500 million yen in repurchases of 
our own stock that we announced following the release of our first quarter financial results. We 
managed to make these purchases within the period as planned. As a result, the equity ratio has 
increased to 74.3%. There are no major developments affecting other items in particular. 
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A question we fielded from many investors is what will happen in the second half of the year with 

data center expenses and the proportion of cloud-related business on the rise. This slide explains 

that. As stated here, as cloud service product sales increase as a proportion of total sales, net sales 

rise, because the prices we offer are higher for cloud editions (cloud service products) than for on-

premise editions (license sales products). In particular, as sales will continue to grow at a fast pace, 

cloud service products will grow as a percentage of all products, and this is a positive in terms of 

net sales. However, data center expenses also increase alongside that sales growth. As I will 

explain in a moment, rather than data center expenses from the second half of the year increasing 

in proportion to customer growth, by exercising a little ingenuity on the development side we have 

worked to curb data center expenses to some extent. Therefore for the full year, data center 

expenses will not change, and instead remain in line with expectations. 
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This is a summary of Digital Arts' non-consolidated results, and is essentially the same as what we 

have discussed from the perspective of excluding DAC.  
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In this section we will look at results in each market. Consolidated contracts amounted to 4,516 

million yen. Breaking down the 13.8% overall increase, we achieved a 12.1% increase in enterprise 

sales, and a 17.9% increase for the public sector. Particularly with regard to the enterprise sector 

market, we have received a great deal of feedback from you asking how we intend to grow this 

area. For our part, since last year we have been expanding our product lineup to better align what 

we offer with customer needs. Particularly in the first six months of this year, we will that we have 

been effectively aligning with those customer needs. In the second half of the year, we will fully 

utilizing the personnel that were added in the first half and further grow our business for the 

enterprise sector market. I also believe we have made progress laying those foundations in line with 

our plans. As a result, we will aim for a little higher growth in the second half of the year in an effort 

to achieve our planned performance. In the public sector market, GIGA school projects will fully roll 

out in the next fiscal year, and we have continued to enjoy strong performance in security 

improvements for local governments and next-generation school affairs DX projects. This gives us 

confidence in continued growth in the second half of the year. 
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This is the trend in consolidated net sales for the first six months. For this fiscal year, the 
expression "excluding DAC" unavoidably appears often, but as you can see, when the grey portion 
is removed, net sales is at a record high. 
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This shows sales by product for the enterprise sector market. As I mentioned at the beginning, i-
FILTER achieved growth of 20%, mainly through sales to the enterprise sector market, and this 
drove an unprecedented expansion. One point is that we have achieved significant growth with 
Anti-Virus & Sandbox, which was released the year before last, which naturally drove growth with i-
FILTER as well. Steady progress has been achieved in line with a strategy we have continued since 
last year. The part that corresponds to the m-FILTER series has declined slightly by 3.1%, but we 
had a major project last year and when that is included with the comparison, it results in a relative 
decline. As there has been an increasing demand for set sales that include m-FILTER, Anti-Virus & 
Sandbox and the f-FILTER optional product, the 3.1% decline is still solely based on a comparison 
that includes the major project that was undertaken in the previous fiscal year. We have also 
achieved steady growth with m-FILTER. f-FILTER, one of the products that falls under FinalCode 
and other products, has only just gone on sale, but we perceive a very strong demand for it, and we 
believe sales will increase a little more over the full year. 
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This shows sales by product for the public sector market. In terms of demand from the public 
sector in the first half of the year, security improvements for local governments and next-generation 
school affairs DX performed well and contracts increased 17.9%. However, as cloud service 
products accounted for a high percentage of total sales (involving a larger amount of deferred sales 
recognition), net sales only increased 1.0%. Additionally, we also received orders for major projects 
from the public sector, so although there are slight upward and downward movements in the 
figures year over year, this kind of special demand means we expect strong performance to 
continue. 
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Here we have products for the consumer sector market. One of the products for households with 

children is i-Filter, which can be purchased as a bundle for a mobile phone carrier, PC, and so on. 

Over the past few years we have not been able to focus much on the consumer sector, but we have 

been making progress in product development with the aim of strengthening our presence in this 

sector. 
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There are no major changes to our strategies over the first six months of the year and this fiscal 

year in general. To date, we have focused on this web filtering and mail security area (bottom right 

of the diagram) as our main businesses. This is a stable area where we enjoy a market share of 

over 50% and have established name recognition and visibility, but looking to the future, growth is 

not particularly high. Moreover, as you can see from the security incidents that occur on a daily 

basis, the current situation in the world is that anyone could be victim to an attack at any time. Our 

goal is to not only cover this area of stability (bottom right), but to develop a slightly broader range 

of solutions in-house in the orange area, so that we can provide comprehensive and safe internet 

security independently. Since last year we have been pursuing development in areas that are 

particularly promising (top right of the diagram). As a result, personnel expenses have accounted 

for an increasing portion of the cost of sales. As I just mentioned, we have already completed some 

of the products in these promising areas, and we have improved business performance by selling 

them as a set with our main products. Therefore, if we manage to complete the development of the 

products in these promising areas within the current fiscal year, we believe that even greater growth 

will be possible in the next fiscal year.
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"White Operation" is a characteristic of our products. White Operation refers to the environment 
provided by Digital Arts that has been verified to be safe for web and email use, within which 
customers can use the Internet in a secure way. The diagram on this slide is expressed as a dome-
like structure. Other security providers, by contrast, work on a blacklist basis. Typical security 
measures involving someone falling victim to an attack, and security providers applying patches in 
response so that others who have not been affected can avoid it. We work on a different basis. We 
create an environment in which customers are only allowed to view websites or receive and view 
email messages that we assure are safe. The unique feature of this approach is that we have 
customers operate in a secure world that we have created where it doesn't matter what new 
attacks emerge externally, because whatever happens our customers are unaffected. Just the other 
day we placed an advertisement in the Nikkei Shimbun newspaper, where we highlighted the fact 
that when over 13.39 million users, we have maintained a record of 0 cases of malware incidents 
for seven straight years. If you think about it, it's only natural. As we do business within an 
environment that we have determined to be secure, creating a world that remains secure 
regardless of what occurs outside it. That is the unique quality that forms the basis for the products 
we provide.  
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I touched on this a little earlier, but a major topic in the public sector market is the GIGA School 
concept. Phase 1 of the GIGA School Concept began in 2019, and was a policy to put one device in 
the hands of every elementary and junior high school student at the expense of the national 
government. The budget from the national government allocated 461 billion yen up to 2023 for this 
effort. Over this period (phase 1 of the GIGA School Concept from 2019 to 2023), we did business 
worth more than 10 billion yen. Phase 2 of the GIGA School Concept started this fiscal year. Under 
Phase 2, PCs and devices are to be replace once every five years in general, and this once-every-
five-years cycle starts from this year. As a result, this fiscal year and the next, 266.1 billion yen has 
already been earmarked in the budget. When those who purchased devices under Phase 1 of the 
GIGA School Concept replace a device, the security, software used and OS will be reviewed. This is 
the GIGA School Concept. 
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In Phase 1 of the GIGA School Concept, we maintained a 53% market share with i-FILTER. 
Naturally we are conducting activities to maintain this share and then gaining those who have not 
yet used our software as new customers. 
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This fiscal year 8% of all schools have entered Phase 2 of the GIGA School Concept, and we have 
made steady progress in earning their business. In the next fiscal year 52% of schools will replace 
their devices. We are already engaged in activities to get those already using i-FILTER to update it, 
and newly provide i-FILTER to the individuals and local governments still not using it. We are 
making steady progress in sales activities or providing quotations to boards of education, toward 
the goal of reaching 60% of boards of education for the device replacement by the next fiscal year. 
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School affairs DX is the effort to digitally transform schools. The Japanese government has also 
allocated 180 billion yen in funding in a single year for this. 
 

 

Since last year we have also developed various products to address these School affairs DX efforts. 
As a result, our products are able to cover a considerable range of school affairs DX activities. 
 



29 

 

 

The budget for School affairs DX will be distributed over a five-year period. 
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This is the result of measures implemented in the first half of the year. f-FILTER is a product in 
much greater demand than we had anticipated. A particularly common request is for integration m-
FILTER to address the PPAP issue and other difficulties when sending files over email, by instead 
transferring or sending files over the cloud. We have also improved the features offered through f-
FILTER on a standalone basis, supporting the transfer of large files and also allowing them to be 
archived, in other words a file storage function. We have implemented measures to increase sales 
unique prices by having customers purchase f-FILTER as a standalone product equipped with a 
wide range of functionally rather than as an optional extra. We have improved its functionality to 
achieve this, and in the second half we will focus on generating customer demand for f-FILTER as 
a standalone product. 
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This slide describes the security improvements for local governments, the developments underway 

in the public sector market which I mentioned earlier.  
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Half of our sales are from the public sector. Products used in the public sector, particularly cloud 
services used by the government, must meet the requirements of the ISMAP standard. Naturally i-
FILTER and m-FILTER were among the very first in the industry to be registered when the ISMAP 
standards were introduced. We are looking to accelerate sales in the public sector market by 
acquiring ISMAP registration for products developed last year as well.  
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This slide describes the characteristics of the GIGA School Concept that will accelerate next year. 
New functions were added in the first half of the year. 
 
 

 

This slide also explains about the GIGA School Concept. 
 



34 

 

 

Although we have grown our market share in the GIGA School Concept, but overall, 20% of board of 
education have yet to introduce filtering equipped with adequate functionality. 47% of the market 
share is held by competitors who comprise around 10 companies. We have ascertained the 
situation at each board of education, and plan to approach each board of education using a 
competitor's products or not using a filtering solution, with the aim of reaching 100% market share. 
We have already begun making approaches to these potential customers. 
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There are no changes to our full-year financial forecast. Explanations are given on the right for each 

of the cost items.  
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Regarding communication expenses and the prospects for server charges, as I mentioned earlier, 
we are on track to achieve the figures in our full-year forecast. We expect to incur over 500 million 
yen more than previously in personnel recruitment expenses. Investors often express concern to us 
after reading the Japan Company Handbook about whether the salaries at Digital Arts are too low 
and whether our employees will quit. Naturally we have increased salaries compared with the 
previous fiscal year and are also increasing hiring to strengthen our workforce. Those activities have 
allowed us to pursue a number of initiatives, such as increasing the number of products we offer. 
As we are always told, when a company is growing, it should make investments in proportion to its 
scale, including in how it uses cash. This is something I realized during the first half of this year as 
a manager, and in the second half of the year we will continue to make investments that reflect that 
approach, while still remaining within the bounds of our established plans. 
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On the topic of shareholder returns, we plan to increase dividends for the 11th straight fiscal period. 

In addition, we carried out one purchase of treasury shares in the first half of the year, we will take 

a flexible approach going forward while monitoring trends in the share price and other factors. 

 

That concludes this presentation. Thank you for your time and attention. 

 


