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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, | would like to start by giving a brief

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

Qmpany Profile DigitalArts.

For Internet Convenience, Domestic 13.39 million High

software

Jerrelorn active users” profitability

Safety and Security

Company NameDigital Arts Inc.

Date of Tokyo Stock Exchange Prime Market
) June 1995 k Mark
Establishment Stock Market (Securities Code: 2326)
Li 2002
isted on September 200 Number of Consolidated: 292 (As of March 31, 2024)
. Employees
Service Planning, Development and Sale of Internet
Security Software Hokkaido Sales Office/ Tohoku Sales Office /
. 14F Otemachi First Square West Tower, Sales Offices  Chubu Sales Office/ Kansai Sales Office/
Head Office 1-5-1 Otemachi, Chiyoda-ku, Tokyo Chushikoku Sales Office/ Kyushu Sales Office

*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) Copyright © Digital Arts Inc 2

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.



Product Lineup DigitalArts.

Web E-mail
Enabling users to securely connect to websites Enabling users to securely send and receive email
without security concerns without security concerns
i-FITE FIUTE -FILTER. M-FILTER @ Cloud
i-FILTER.  i-FILTER @ Cloud mM-FILTER @
Endpoint Secure proxy Malicious website -filtering : _ il mi i
Web Security appliance software for home Use Measures to provide pop-ups for email m\sdehvery'@
[For email software] == -
i'F"—TER I)'SPA i'jﬁ’)llg_ [For Microsoft365 software] mM!Z!!j.v‘/Is-eFR
I50Y—- & I59F
File IDaa$S @
File encryption solution DLP / File transfer solution @ Equipped with multi-factor
Automatically protecting files from the moment authentication to ensure
X N Supporting secure file transfers the secure management of
f t d all to delete th : B e .
th;yret?:a‘g;lfsr allowing users to delete them without leaking critical information IDs for cloud services
FINALCEDE FTILTER S
' tartin.

FINALCEDE @ Cloud,

Copyright © Digital Arts Inc, 8]

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 1DaaS (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.



Key Points DigitalArts.

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.
Enterprise Net sales grew through major growth in i-FILTER, which captured needs for a
sector market variety of security measures. Exciuding DAC)
Publi Net sales grew following the acquisition of Security Improvements for Local
ublic

Governments projects, which remained in demand, and Next-Generation School
Affairs DX projects, for which full-scale procurement began this year.

The exclusion of DAC from consolidation meant declines in the consolidated cost
of sales and DAC personnel expenses.

sector market

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.

*1: DAC: Digital Arts Consulting (a consolidated subsidiary in which shares were transferred at the end of the previous figear)

Revenue

Copyright © Digital Arts Inc. 4

Now | 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.
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Consolidated Results Highlights OigitalArts.
—
The i-FILTER business grew sharply, mainly due to the acquisition of
4 5 1 6 Enterprise projects related to the transition to cloud security products and projects
million yen sector market related to customers switching products due to the end of support (EOS) of
Contracts ? v competitors' security products.
:;gg QIH‘?: t:: g‘r. :‘f'g;‘;ﬁg:v e Public Performance was steady with the acquisition of Security Improvements for
© o - Hesne At sector market Local Governments projects and Next-Generation School Affairs DX projects.
Enterprise Sales saw robust growth, reflecting sales from strong orders for cloud service
4 83 8 . SR ] products and from license sales products.
y million yen i i
Net Sales Sales were up following the posting of sales from Security Improvements for
—725 millien yen or —13.0% YoY Public Local Governments projects and Next-Generation School Affairs DX projects,
+283 millien yen or +6.2% YoY “Excluding DAC sector market as well as from GIGA School Concept projects received in preceding fiscal
years.
Cost of Data center communication expenses increased due to an increase in the
Sales number of cloud product users.
Upem_ins 2 0 5 2 e Effarts were made to strengthen sales promations with an eye toward the
Profit 7 million yen SG&A full-scale implementation of the GIGA School Concept program in the next
~135 million yen or —6.2% Yo expenses T’Ls:;;year. Even so, the increase in SG&A expenses was within the projected
Overall Operating profit decreased because the increase in the cost of sales was not
offset by the increase in net sales.
Special The transfer of all shares in Digital Arts Consulting (DAC), a consolidated subsidiary, held by the
Notes Company at the end of the previous fiscal year has an impact of lowering contracts and net sales by

around 1,008 million yen respectively for the current fiscal year.

. | Copyright © Digital Arts Inc. T
“1: DAC: Digital Arts Consulting (s consolidated subsidisry in which shares were transferred st the end of the previous fiscs! year) yrigd .

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 | 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.

5
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Consolidated Statement of Income

DigitatArts.

While the contract amount increased more than planned on the back of strong enterprise and public sector market
conditions, the increase in net sales remained in line with the plan, reflecting slow progress in the posting of net sales
attributable to the greater-than-planned growth of the percentage of sales that are cloud product sales =cudinznac’

Operating profit decreased because the increase in data center communication expenses was not offset by the increase

in net sales. The cloud product percentage being higher than expected was a factor in this.

First 6 Months First 6 Months
FY March 2024 FY March 2025

Change YoY

(million yen)
FY March 2025 Full-Year

Forecast -

Contracts 4,976 [3,968] 4516 | —9.2% [+13.8%] -
*Tha figure in square brackets [ ] represents the result excluding DAC.

Net sales _ 5,563 [4,554] 4,838 —13.0% [+6.2%] 10,720
*+The figurs in squars brackets [ ] represants the result excluding DAC.

Cost of sales 2,128 1,482 —30.3% 2,850
Gross profit 3,435 3,355 —-2.3% 7,870
Selling, general and administrative 1,246 1,302 4 4.5% 2,730
expenses

Operating profit 2,188 2,052 —6.2% 5,140
Operating margin (%) 30.3% 42.4% - 47.9%
Ordinary profit 2,201 2,053 —6.7% 5,140
Profit attributable to owners 1,521 1,417 _6.8% 3,540
of parent

EBITDA® 2,670 2,559 —4.1% -

*1: DAC: Digitsl Arts Consulting {s cansolidsted subsidiary in which shares were transferrad at ths snd of the pravious fiscsl ysar)
*2: Finencisl Foracast is the consclidsted financisl forecast snnounced an May 8, 2024.
*#3: EBITDA = Opersting profit + Depreciation + Tax expenses included in opersting expenses

This is our consolidated statement of income, which | will talk about now.

Copyright @ Digital Arts Inc
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Trend in Consolidated Contracts DigitalArts.

Consolidated contracts totaled 4,516 million yen, up 13.8% year on year. cawmoscs

Cloud service products

@ Sales of Cloud-based i-FILTER and m-FILTER remained
strong to meet demand related to cloud security needs in

Trend in Consolidated Contracts

(million yen)

m License sales products/Others  m Cloud service products = DAC

4,976 4,516 the enterprise sector market.
1,008 e ® A greater-than-planned increase was recorded due to the

acquisition of projects in the public sector market, including
large projects with the goal of addressing needs related to

1.963 the Next-Generation School Affairs DX program.

1,476 436%

3712%
- . . B License service products/Others

Projects were received by fulfilling needs related to a switch
to the Company's on-premises products following the end of
support (EOS) of competitors' security products in the
enterprise sector market.

In the public sector market, projects continued to be
acquired in relation to Security Improvements for Local

FY Mar. 2024 FY Mar. 2025 .
first 6 months first 6 moths Governments projects.
*1: DAC: Digital Arts Consulting {a consolidated subsidiary in which shares were transferred at the end of the previous fiscal year) Copyright @ Digital Arts Inc 9

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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Trend in Order Backlog DigitalArts.

Excluding GIGA School Concept projects, sales from which will be posted for the
next and subsequent fiscal years, order backlog steadily increased.

Trend in order backlog

Sales from the next fiscal year (GIGA)

(million yen)
« Salss from the naxt yasr (GIGA} + Sales for the 30-40 FY Mar 2025 (GIGA) ® Many GIGA School Concept projects have ﬁ\{efyear terms. Ove'r time, sales
Sales from the next fiscal yaar Sales for 30-4Q FY Mar. 2025 were posted from more and more of the projects won in the first phase of
e ’ b o GIGA School Concept. That resulted in a decrease in the amount of sales to
5,745 5338 be posted for the next and subsequent fiscal years.
'

® Meanwhile, the acquisition of projects in the second phase of GIGA School
Concept gathered pace and contracts are expected to increase further.

2511 -39.2% 1527
Sales for the 3Q-4Q FY Mar. 2025 (GIGA)

® Sales in the 3Q-4Q period of the fiscal year under review will rise
because the Group has been continuously gaining new GIGA School
= Concept projects.

[

S
-
b
¥

1.260 1,616 Sales from the next fiscal year Sales for 3Q-4Q FY Mar. 2025
® The order backlog significantly increased, reflecting the growing
1104 percentage of cloud service products in a range of projects other
3 than GIGA School Concept projects.

End of Sep. 2023 End of Sep. 2024

Copyright © Digital Arts Inc 10

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.
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Change in Consolidated Net Sales DigitalArts.

Consolidated net sales grew 6.2% year on year, to 4,838 million yven. cawsoscy

. Cloud service products
{million yen)

Change in Consolidated Net Sales

u License sales products/Others = Cloud service Products = DAC ® Sales of cloud-based |-FILTER and m-FILTER remained
5563 strong in response to demand related to cloud security
v 4.838 needs in the enterprise sector market.
1,008 [ +62% | ® Sales were up following the posting of sales from Security
Improvements for Local Governments projects and Next-

Generation School Affairs DX projects, as well as from GIGA
School Concept projects received in preceding fiscal years in
+106% 2,235 the public sector market.

46.2%
License sales products/Others

® Projects were received by fulfilling needs related to a switch
to the Company's on-premises products following the EOS
of cgmpetitors’ security products in the enterprise sector
market.

® Projects continued to be acquired in relation to Security
Improvements for Local Governments projects in the public
FY Mer. 2024 FY Mar. 2025 sector market,
first 6 months first & months

#1: DAC: Disital Arts Consulting {e consolidated subsidiary in which shares were transferred ot the end of the previous fiscal year} Copyright ® Digital Arts Inc. 11

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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supplement  Method of recording sales by product DigitalArts.

el License sales products Cloud service products

Contract period {n months) ————

«——— Contract period {n months) +1 month ———

L i ] ]
am Amount aquivelant to
e Orde maintenance fas is prorstsd — —
FEn over contract period "n”
1 backiog
2z | o
e — 3o
-Ey Order
iz
|_ L¥$Y backog
og g
=5 igg
£2 —
g —
|_ |_ Net sales
f months Y+1 Y42 ... Yn Y4n+1 Y months ¥+1 Y42 ... Yinl Y+n
(Contract months) months months months months (Contract months) months months months months
® License fees make up a large proportion of the contract #® Contract amount is recorded as sales on a pro rata basis over
amount. This portion is recorded in a lump sum as sales in the the contract peried (split into equal monthly amounts).

month when the contract is obtained. ® As the contract amount of cloud service products rises, the

® Amount equivalent to maintenance fee is recorded on a pro contract amount that is deferred (order backlog) increases.
rata basis over the contract period.
Copyright © Digital Arts Inc 12

ot Relationship between contract amount and sales by product
ﬂ:plement (one-year contracts) vig.l'fafArlS,

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 one-year
contract at the amount of 600 million yen.

— I Chmnge i et S

= License service products = Cloud service products ™50 | = License service products = Cloud service products

EN | 50 |
245
H EN; EN | 50 P 50 3
Year ¥ Year X YearX Year K+1 Year K+1 Year K+l Year K2 Yeard Year ko Yaard YesrX+1 YesrX+1 .. YesrX+1 | YearX:2
Jan Fab sc. n Fs " Dec Jan Jan. Feb. Dec. Jan. Fab. Dee
First year Second year Third year First year Second year Thard year
For license sales products, contracts in the second and For license sales products, a high percentage of net sales is
subsequent years are half of those of the first year. For cloud recorded at the time of the contract. For cloud service products,
service products, contracts in the second and subsequent years net sales are posted in monthly installments. For license sales
are the same amounts as those in the first year. An increase in products, net sales decrease because of a decline in contracts at
new contracts for cloud service products will result in a higher the time of renewal. For cloud service products, net sales are
growth rate in coming fiscal years than for license sales products. constant.

Copyright € Digital Arts Inc. 13
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o Relationship between contract amount and sales by product

Supplement (multi-year contracts) 'DigifafArls,

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

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.

el Trend in Contracts Change in Net Sales —

= License service preducts = Cloud service producis

= License service products = Cloud service products

BE. B, B, B,

Year Year Yesr Year Yoar Year
Yesr X - Year e Yesr Yesr Year Year Yaar
X+1 K+l %+5 X+5 X+a X+10 Year X Hel el A6 Xef - Xeg X410
For both license sales products and cloud service products, For license sales products, a high percentage of net sales is
contract amounts are unchanged at the time of renewal. recorded at the time of the contract. For cloud service products,

sales are recorded in monthly installments for a period of five
years. This means a wider gap between the contract amount and

net sales (order backlog).
Copyright © Digital ArtsInc. 14

These three slides explain our approach to deferred sales, which significantly impacts the recording

of sales for cloud service products in particular.

11
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Trend in Consolidated Net sales, Operating profit DigitalArts
n1Q =20Q =3Q =4Q mDAC" (million yen)
11,512
10,436 I 552
[ 384 25371
9,051 2303
287
535
6,825 357
— 218 248 a
2316

I
556 2,838
381 4,413 4,427
1185 LD 2603

HERN ]

1855
4,126
25 1
sl 2977 1101 1304
i = | e
1004 m 452 E 2
1510 263 318
= = = =
124 2067 22734
1289 = o
[ 55 | =
Net sales Opetaing profit Net sales Opetaing profit Net sales Opetaing profit Net sales Opetaing profit Net sales | Opetaing profit
FY Mar. 2021 FY Mar, 2022 FY Mar. 2023 FY Mar. 2024 FY Mar. 2025
*1: DAC: Digital Arts Consulting (s consolidated subsidiary in which shares wers transferred at the end of the pravious fiscal year) Copyright @ Digital Arts Inc. 15

This is the trend in consolidated net sales and operating profit.
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01 Consolidated Cost of Sales
__and Selling, General and Administrative Expenses OigitalArts

While the consolidated cost of sales and DAC’s”personnel expenses decreased, communication

expenses increased at the data center due to the higher-than-planned growth of the percentage of

cloud service products. (million yen)
First 6 Months  First 6 Months

FY¥ March 2024 | FY March zozs | CHanEe YeX Main Factors for Change
Cost of sales 2,128 1,482 —645
Increase due to the enhancement of DA's development workforce (+92M)
Labor 923 513 410 impact of exclusion of DAC from consolidated (Approx. -498M)
Depreciation 411 434 +22
i i Data center communication expenses increased due to an increase in the
Communication 602 755 +152  number of cloud product use
expenses Mate: Including an increase gyg tq i forsign exchange rates (+340).
_ Increase due to the development of new DA products (+15M)
Others 651 365 285 jmpact of exclusion of DAC from consolidated (Approx. -300M)
Transfer to other
—461 —586 —-125
accounts
Selling, general and
ng. gent 1,246 1,302 +56
administrative expenses
_ Increase in DA’s personnel expenses (+43M)
Personnel expenses 614 610 4 mpact of exclusion of DAC from consolidated (Approx. -42M)
. Increased due to the implementation of sales promotions (+10M) and the
Advertlsmg expenses 160 198 +38 provision of trial versions of cloud service products (+16M}

Others 471 493 +22  DA's Hiring expenses (+27M)

Copyright @ Digital Arts Inc. 16

*#1: DAC: Digitsl Arts Consulting (s consolidsted subsidiary in which shares wars transfarrad at ths snd of ths pravious fisesl year

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. | 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

13



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.

01
Quarterly Trend in Consolidated Cost of Sales OigitalArts.
—
w Labor m Depresiation m Communication expenses Others Cost of Sales Transfar to cther accounts (million yen)
1,527
1,450
1,340 =0
1,204 1,235 1,248 - E.
23
1,102 239 721 228 e 1,084
02
989 228 220 o84

N
E]

946 921 247 201 .
839 170 = 28
153 e =5 258
31
225
242 <88
212
1178

2Q
FY Mar. 2025

3Q
FY Mar. 2023

B

20 1a 20 3Q aq ‘

FY Mar. 2024

FY Mar. 2022

Copyright © Digital Arts Inc. 17

This slide shows the quarterly trend in the consolidated cost of sales.

14



01 Quarterly Trend in Consolidated Selling, General and
__Administrative Expenses OigitalArts.

= Personnel exrenses = Advertising expenses = Others .
(million yen)

660 669
609 609 597 608
574 58 578
526 o
487 238
244
214
101 - 229 = 224
59 204
-
‘

£
g
&

s 296
3Q 1Q 2Q 3Q 20 3Q 1Q 2Q
FY Mar. 2022 FY Mar. 2023 FY Mar. 2024 FY Mer. 2025

Copyright @ Digital Arts Inc. 18

This is the change in consolidated selling, general and administrative expenses.

01
Consolidated Balance Sheet OigitalArts.

The repurchase of our own stock that was announced on June 12, 2024 was completed as scheduled.
(total acquisition price of 499 million yen). The equity ratio was up 3.3 percentage points from the
end of the previous fiscal year, to 74.3%.

{millicn yen)
e s B M factors o hanes
Current assets 18,637 20,183 19,667 —3.1%  Cash and deposits (-156M)}, accounts receivable (-343M)
(Cash and deposit) 16,259 18,339 18,183 —0.9%  Fund for treasury share purchases (-500M)
Non-current assets 2,259 2,334 2,449 +4.9%
Total assets 20,896 22,518 22,016 —2.2%
Current liabilities 6,582 6,467 5,694 —13.5% Income taxes payable (-676M)
(Advanced received) 5,172 4,418 4,357 —1.4% Decreased linked to the progress in the recording of sales.
Non-current liabilities 50 52 51 -0.5%
Equity capital 14,229 15,986 16,358 +2.3% [reasuny shar buy-backl- 49200, Dividends paid
Net assets 14,262 15,998 16,370 +2.3%
Equity ratio 68.1% 71.0% 74.3% -
ROE 10.7% 29.1% 8.8% -
ROA 71.2% 20.1% 6.4% -

Copyright @ Digital Arts Inc. 19

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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Operating Profit Forecast OigitalArts

As of the end of the first six months, the rate of progress in contract amount and net sales exceeded the
plan, but the rate of progress in operating profit fell short of the plan. Operating profit was lower planned
due to a deviation in the timing of the posting of sales due to larger-than-expected orders for cloud service
products. If the progress in the contract amount and net sales continues in line with the forecast in the
second half, full-year consolidated operating profit is expected to be in line with the plan, partly reflecting
the accumulation of sales of cloud products, for which orders were received in the first six months.

[Rate of progress in the first six months compared to full-year lidated fi ial results f and ch from the plan]

Vs. plan +2.4%

Progress

Contracts 4,516 million yen e 13.8% Full-Year forecast : 10,300 million yen

Vs. plan +0.1%

Net sales 4838 millonyen TS 45 g0 : Full-Year forecast : 10,720 million yen

Vs. plan —1.1%

Operating _ P ]
2,052 million yen rc":tr:“ 39.9% Full-Year forecast : 5,140 million yen
profit
Progressrate g% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0% 70.0% 80.0% 90.0% 100.0%

Copyright © Digital Arts Inc. 20

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 | 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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02
Summary of Non-consolidated Results DigitalArts

While the contract amount increased more than planned due to the strong enterprise and public
sector market conditions, the increase in net sales remained in line with the plan, reflecting slow
progress in the posting of net sales which is attributable to the greater-than-planned growth of the
percentage of sales that are cloud product sales. Operating profit decreased not offset by the
increase in net sales because the cost of sales increased, reflecting a rise in data center
communication expenses due to an increase in the number of cloud product users.

{million yen)

First 6 months First 6 Months Change Yo¥ FY March 2025 .

FY March 2024 FY March 2025 Full-Year Forecast
Contracts 3,962 4,511 +13.9% -
Net sales 4,548 4,833 +6.2% 10,710
Cost of sales 1,244 1,481 +19.1% 2,850
Gross profit 3,304 3,351 +1.4% 7,860
gjm?ngi;stgr;ﬁzileiggnses 1133 1,296 +14.4% 2,710
Operating profit 2,171 2,055 —5.3% 5,150
Operating margin a47.7% 42.5% - 48.1%
Ordinary profit 2,183 2,057 —5.8% 5,150
Profit 1,512 1,421 —6.0% 3,550

*1: Financisl Forscast is the non-consclidsted financial forscsst announced on May 8, 2024. Copyright © Digital Arts Inc. 22

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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Consolidated Contract Amount by Market DigitalArts.

The positive growth of the contract amount was achieved in both the enterprise
sector market and the public sector market. ooy

Trend in Consolidated Contract Amount by Market

= Enterprise  ® Public = Consumer = DAC ® Sales of [-FILTER and its optional products remained strong,
reflecting the efforts to fulfill needs related to the transition to
4,976 4,516 cloud security and needs related to the switch to the Company's
products due to the EOS of (termination of support for)
competitors' security products. As a result, an increase of 237

)
=]
N

-4.6% million yen. (+12.1%) was recorded. (Eciudine DAc)
212
2110 a
L1790 Public sector market

® Steady progress was made in the acquisition of Security
Improvement for Local Governments projects and other
projects including large projects aimed at addressing
needs related to the Next-Generation School Affairs DX
1,966 H2.1% 2203 program. With projects for the GIGA School initiative being
acquired as expected, an increase of 320 million yen
(+17.9%) was achieved.

FY Mar. 2024 FY Mar. 2025
first 6 months first 6 months
*1: DAC: Digital Arts Consulting {s consolidated subsidiary in which shares wera transferred st the end of the previous fiscal year Copyright © Digital Arts Inc. 24

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. | 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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Trend in Consolidated Net Sales by Market DigitalArts
Net sales for the first six months reached a record high. ceuwnscicn sogg  (millonven
) 5,084
= Enterprise = Public = Consumer = DAC 1.“ 4.838
4,552 m I 202 Consumer
I 211
g =-
. 229
3,101 Public
2387
2,764 2,764 301 |
2,420 2,468 s s oo
1.935 — 174 179
! 970 1049
— 170 922 1108
PPie]l  Enterpri
1766 1872 e *
1419 153
1010 1149
FY Mer. 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 FY Mar. 2025
first 6 months first 6 months first & months first 6 months first 6 months first 6 months first 6 months first 6 months first 6 months first 6 months
*1: DAC: Digital Arts Consulting (s consclidated subsidiary in which shares ware transferrad at the end of the previous fiscal year) Copyright @ Digital Arts Inc. 26

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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Enterpri : oo
wcomatet  Net Sales in Market by Product DigitalArts

Net sales achieved enormous growth, reflecting a major leap in the i-FILTER series following
the acquisition of projects for shifting to cloud security and for shifting from competitors’
products, as well as strong sales of options. =cuwsoicy

Trend in Net Sales in Enterprise Sector Market by Product i-FILTER series

(million yen) ® The results reflected the strong sales of Anti-Virus & Sandbox, an
wi-FILTER series = m-FILTER series = FinalCode/Other products = DAC optional product, as well as successful efforts to respond to needs
for cloud-based secure web gateways for small and medium-sized
3,014 companies and needs for a switch to the Company's on-premises
products due to the EQS of competitors' on-premises products. In
2273 addition, the acquisition of large projects contributed to the high
1,008 ' growth (+279 million yen/+20.9%).
+

I

e 134 ® Sales contracted (by -16 million yen / -3.1%) due to the impact of
the large project acquired in the previous year, despite the brisk

-31% acquisition of new projects following the high evaluation of gur

products' comprehensive functions that fulfill multiple email security
needs, such as endpoint protection to defeat ransomware attacks and
cloud-based email security products, due to the popularization of

1337 1,616 cloud-based email services including Exchange Online.
+20.9%
® Regarding f-FILTER, a new product, steady progress was made in the
EY Mar. 2024 FY Mar. 2025 acquisition of new projec@ due to efflorts to sell the pr’fnl:luct with m-FILTER
first six months first six months as a set from the perspective of solutions to the PPAP” issue.

#1- DAC: Digitsl Arts Consulting (a consolidatsd subsidiary in which sharss wars transfsred st the snd of the pravious fiscal year)

Copyright © Digital Arts Inc 29

*2: & file transfer practice in which the fils is converted into @ password-protected zip fils before sending end the pessword is sent in & separste e-mail messazs.

This shows sales by product for the enterprise sector market. As | 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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Public

Sector market
—

Net Sales Market by Product

DigilaIArts

While the contract amount increased significantly (+17.9%) due to the acquisition of projects for
the Security Improvements for Local Governments and Next-Generation School Affairs programs

increase in cloud service-related orders.

Trend in Net Sales in Public Sector Market by Product

{million yen)

= [i-FILTER] series  » [m-FILTER] series  m FinalCode/Other products

2 361

2 337 ki
1,896 2% 1,853
FY Mar. 2024 FY Mar. 2025

first 6 months first 6 months

Steady progress was made in the acquisition of projects for the
Security Improvements for Local Governments program,
projects including \aﬁe projects aimed at addressing Next-
Generation School Affairs dX needs and GIGA School Concept

rojects. However, sales were not posted as expected due to
arger-than- expected orders for cloud service products,
resulting i |n a slight contract\on |n sales of i-FILTER series
products (-42 million yen/-2.2

Sales of m-FILTER series products grew sharply (+71 million

YEHI’+1? .7%), reflecting the brisk acquisition of large projects
inked to the Security Improvements for Local Governments

Bogram and strong sales for Next-Generation School Affairs
X projects.

An order for a Iarﬁe project (a contract amount of
approximately 280 million yen) was received following the
proposal of the combined use of f-FILTER, which is a new
product, j-FILTER and m-FILTER, which are mainstay products
for the Next Generation School Affair DX project. Goin %
forward, we will apply this good example of a proposal for
combined usage in other projects.

Copyright © Digital Arts Inc 30

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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Consumer

Sector market

Net Sales Market by Product

Digifa.'Arls,

In the consumer sector market, net sales did not increase as expected due to the sense of
plateauing with respect to demand for filtering measures. The Group will facilitate the
strengthening of products and expand target customers, aiming to tap into new demand.

Trend in Net Sales in Consumer Sector Market by Product

(million yen)
= for mobile terminals, others = for computers
211 202
-4.2%
+3.1% 110
104 -11.8%
FY Mar. 2024 FY Mar. 2025

first 6 months first 6 months

Net sales of products for computers rose (by +3
multiple-year package products and taking
initiatives for products for Internet cafes.

Net sales of products for mobile terminals and
others declined (by -12 million yen or -11.8%),
reflecting a slowdown in new contracts obtained.

Regarding products for personal computers and
s, given the sense of a plateauing of
Itering measures for children, the
Group will strengthen its products, while also
securing new revenue sources through the
expansion of target customers.

Copyright © Digital Arts Inc 31

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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Product Strategy .
an:fs:res S:a't:cgy Product Strategy DJngafArls,

In view of the rate of growth of the product market and our advantages, we will increase
solutions in promising areas and investment areas to maximize synergy with our mainstay

solutions.
Investment areas Promising areas @I - variet growth rates
XDR Future promising aress Future core areas (stsble aress)
SASE
ol won -
NDR - Web access security

SWG

ZINA

fulnesability Authentication CASE

aszezzment (VA) Increase in the number of

solutions in promising areas

1Daas FliaaS and Others

Mmo.F jeylep

and investment areas
Unified endpoint.
management Web
(UEM) toolz filtering
Our main solutions
.. - Mail
ateway securd .
Sacarity merstring ools Security
FPW/VPN/UTAM related products. {inchading file encryption]
Improvement areas
Implementation of downsizing, Stable areas

withdrawal and collaboration with other companies Areas for acquisition of stable revenue

Our advantage Hig
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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 | 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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Product Strat . .
and Sales Strateey  Carry out upselling and cross-selling OigitalArts

We will promote cross-selling and upselling for White Operation customers.

Enhanced anti-infection protection to protect against
threats from the internet and from email

FTILTER. FINALCEDE PPAP [ Anti-malwarc R

countermeasures, measures

/

File transfer and file encryption

m-FILTER
& Ant-Virus & Sandbox _ Anti-Vinus & Sandibas

AN

White

Multi-factor authentication and ID = Threat Detecting attacks from the
single sign-on (S50) management 0 pe ratl 0 n detection internet and email to issue
. alerts and reports
Startin clients
i-FILTER. M-FILTER.

i-FILTER @ Cloud. mM-FILTER @ Cloud.

Copyright @ Digital Arts Inc. 34

"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 O 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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seermanet s Phase 2 of the GIGA School Concept OigitalArts

The implementation of Phase 2 of the GIGA School Concept was planned for the
five-year period starting in FY2024.

[ GIGA School Concept operated by the Ministry of Education, Culture, Sports, Science and Technology ]

EDEZD XD IZDECD XD AT XTI AT Ty

Phase 1 of the GIGA School Concept Phase 2 of the GIGA School Concept — NEXT GIGA
‘Cabinet decision already made
regarding the budget for device
Bqu_et lqi.lnlimmllq) until 2025
461.0 billion yen Budget (-2025) It is expected that support will be

Support for the provision of 266.1 billion yen provided under the same

devices for school-aged . y framework in and after 2025.

children — Achievement of Deployment of Organized replacement Budget scheme

an environment in which GIGA School supporters of the devices for each ~

) Ministry of

every school-aged child school-aged over a Educstion, Culture, Prefectural Gty

has a device period of around five m_‘ri-"'l - ('Sweﬂmnlu sndation) = town
years . § village

Grenting expenses to Granfing subsidies

crasts a foundation
Development of an

Construction of school Joint procurement

+ ks at all school emergency online Timing of the on & prefacture. by-
networks at afl schools learning environment Replacement of prefecture basis
Devices

*1 Oy for raplacamant of GIGA School Cenceps Devices
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Source: The data were praparcd by the Comaany based on data of the Ministry of Education. Culture, Snorts. Scisnca and Technology 3nd media repor. Copyright @ Digital Arts Inc.

| 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.

25



04

sco et she  Phase 2 of the GIGA School Concept Digitalarts

We will work proactively to ensure the renewal of existing contracts as well as receive
new contracts to increase our market share.

[ Our share of the GIGA School Concept market |

Phase share of GIGA School Concept Phase 2 of GIGA School Concept — Next GIGA

. The filtening market is expected to
Earning the £row under the GIGA Schoal Concept.

B The shift from fras filtering to chargad filtaring
market’s trust

will seslarste.

Share
of
i-FILTER

53«

BIEYS JO)IEL INO JO BSEBIIL|

The renewal of

existing contracts
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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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' Phase 2 of the GIGA School Concept

Increase in Public

Sector Market Share  — Timing of the Replacement of GIGA School Concept Devices - Digitaiarts

The GIGA School Concept device replacement will start in the fiscal year ending March 31,
2025 and will be fully implemented in the fiscal year ending March 31, 2026.

[ GIGA device replacement timing ]
POINT
% of device replaced

0% 50% 100%
As for the date of replacing GIGA

devices, approx. 60% of the education
W boards will be due for replacement by
the end of FY March 2026.

FY March 2026 “ The guidelines for device procurement in

phase 2 of the GIGA School Concept

presented by the Ministry of Education,
FY March 2027 Culture, Sports, Science and Technology
stipulate that the procured devices must
have a web filtering function. It is
FY March 2028 11% anticipated that procurement of web
anwards filtering will be faster than in phase 1.
Others
*Depaending on ths budgatf
and other factors
Source : The data were prepared by the Company based on data of the Ministry of Education, Culture, Sports. Science and Technology and media reporis. Copyright @ Digital Arts Inc. 37

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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seiotaieise  Next-Generation School Affairs DX Oigitalarts

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

Make it possible to reduce the burden on teaching staff and school This can be tackled by utilizing
officials working inside and outside the school, as well as on members GIGA devices and the existing
of the education boards, and support the acceleration and activation of .
‘S‘Irt‘;;k communication through active use of the general-purpose cloud tools Qatwork environment
ic

reform Develop an environment offering connection to the school I /|ntcgration of school )\

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

—
e g
-
3£
- =
<
-

L o33
Allow low-cost and real-time integration of data owned by school /C|o|.!d migration of school 3 ¢'=° Il
affairs system and the learning system \affmrs support system oo b
Data 5=k
linkin; 3 o @
E SU%p(‘)'lt the sgpl:jsﬁca!tion olf_ s_chot(’nl rr!analge_ment, Eeduci.t‘uzjnalf /Crcation of Data chaining ‘2 ; ;
guidelines and e ucation policies by visualizing various kinds o * infrastructure (dashboard) )
data in an integrated way by using the dashboard function \ =< @

]
8 3
@@
Allow securing operation continuity even in the event of a large- */C:Ioud migration of school g 3
Resilience scale disaster foairs support system E
J &=
oy the Compary based o hitps: e ment g0,/ 175/ meas_ 01385 hemi Copyright © Digital Arts Inc. 38

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.

04
Increase in Public

sector Muketshare INitiative for Next-Generation School Affairs DX  Oigitalars

Our products are applicable in many different areas to ensure security. We will proactively
advertise the value of our products.

Overview di of ity in school affairs DX Security support map with our products I -scove of supports
Internet public cloud Internet public 5.0.“1 FINALCEDE
Schoal
§ Affairs
system
I

ok Tacmr
themtens

Startin.

Single sign-on

Teachingztaffz ™ 13 A Lo Schoolchildren and s _______________ Schoolchildren and
terminals students’ terminals e students’ terminals
|| ° e
ot ll encryption sncryption _ Encryption of Data
e — - encryption communication path e cnicryption
m m i i m s
T 1 a
(S — Sl o Sohookaon ot FINALCEDE

= [
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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.
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Increase in Public

Sector Market Share School Affairs DX

Schedule for Development of Next-Generation

DigitalArl‘s.

Procurement of products is expected to start in the fiscal year ending March 31,
2025 with a view toward the operation of a school affairs support system.

[School Affairs DX development schedule]

Percent of development achieved

% 50% 100%
FY March 2025 1%

FY March 2026 18%

FY March 2027 m
FY March 2028 m
FY March 2029 m
No plans to m
introduce

POINT

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

The Ministry of Education, Culture, Sports,
Science and Technology's document, School
Affairs DX under the GIGA School Concept,
stresses the importance of security
measures by presenting some case studies.
For school affairs that involve the personal
information of school-aged children, it is
necessary to apply stronger measures than
the measures used for GIGA School Concept
devices.

Soures © The data wers preparad by the Company besad on data of the Minietry of Education, Culturs, Sports, Scisnce and Teshnolagy end medis reparte. Copyright © Digital Arts Inc.

The budget for School affairs DX will be distributed over a five-year period.

29
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Functions Upgrade [f-FILTER]

'DigifafArls.

New Functions released in July

Large-size storage / file storage period adjustment functions

Examples of requests for I-FILTER

We hope that f-FILTER will support
large files of over 100 MB, since they
cannot be sent by e-mail.

D

Customer A

For security reasons, we want to limit
the file access period to several days.
(A period shorter than 30 days is
desirable.)

bo,

Customer B

e

Customer C

We hope that, for audit purposes, files
can be stored for a longer period than
30 days, such as five to seven years.

Enhancement of features

The uploadable file size is increased to 20 GB
and an option is provided that allows users to
choose from different levels of storage
capacity according to their needs.

The software is modified to provide a
standard function that allows users to set the
file access period within a range from one
day to 30 days.

An option is provided that allows users to
configure the file storage period to one year,
three years, five years, seven years and
others.
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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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s Toughening of Security for Local Government: Compliance
___with New Guidelines OigitalArts.

The a model, defined as a method for connecting directly to cloud services from LGWAN-connected business

the Company's solutions, and acquisition of certification under the Information system Security Management
and Assessment Program (ISMAP") is significant for implementing the measures. It is likely that the situation will
be advantageous to the Company.

Japanese Government Cloud o : N 5 -
and the Basic Resident Registration Network | Specific cloud service | Municipal information security cloud

" File transfer to and from
Authentication H Iranafer to and f

Startin ||| FTILTCR

ion of smail and filss Maasur

managamant of email archivas

m-FILTER. m-FILTER
|

ion and

n callgboratioa with
GPSHAT

. Neutralized

2 N

o System using National Identification ~ communication _

@ Number (My Number) LGWAN-connected system <———— Internet-connected system
12}

[=] S it i P N

S W FINALCRBDE FINALCBDE File transfer g =

3 =

: ooos oo s

= Terminals handling individual numbers Terminals connected to LGWAN Terminals connected to the Internet
w

*1: Security assessment system for government information systems Copyright ® Digital Arts Inc. 43

This slide describes the security improvements for local governments, the developments underway

in the public sector market which | mentioned earlier.
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Digital Arts' Solutions: Status of ISMAP" Registration OigitalArts
Web Security Mail Security
Enabling users to SCCU“:_IY connect to websites Enabling users to securely send and receive email
without security concerns
i-FILTER. M-FILTER.  m-FILTER @ Cloud. &5
i'F“—TER(@/C’OUd i Ar miwosoitzes  [II-IFILTER. R

supportad Version] MailAdviser

File Encryption Secure file transfer IDaaS

Equipped with multi-factor

File encryption solution i i
ryp! DLP / File transfer solution 4} o re. e to ensure the
Automatically protecting files from the moment of creation 4oy Supporting secure fils transfers secure management of IDs for
and allowing users to delete them after transfer ith ISMAR without leaking critical information cloud services
FINALCEDE  FinALCEDE@ Cloud.
cipe@C f TILTCR. tartin.

*1: Security assessment system for government information systems Copyright © Digital Arts Inc. 44

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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New Function for GIGA School Concept 1 DigitalArts

New functions released in April

Visualizing what websites schoolchildren and students view and how often

CASE1 CASEZ CASE 3 CASE4
Number of those q A
using terminals in Terminal use ratio Duration of use by Rlal:kl_ngtof t"'"e{
iohtti by school online service slots in terms of
;Ir:tlate nighttime y ratio of use

Meeting one of the conditions for subsidies for terminal replacement costs, monitoring the state of
operation of terminals for fulfillment of the minimum standard for specifications.
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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.
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New Function for GIGA School Concept 2 DigitalArts

A major update in April [DEPE 2]
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Itis a portal website that put together online learning videos.

It supports search by grade or by subject and indication of videos in
the order of popularity. It can be used by schoolchildren and students
for home learning and for educational materials in school classes.

POINT

@ For previews and reviews of school classes ises m”_ \E =Y
What is learned at school can be previewed and reviewed !
at any time and anywherel

BRTLTURE
® For educational materials in school classes

mzﬁ
Videos can be used as education materials for a more b L!ﬂ

intuitive understanding! sy
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This slide also explains about the GIGA School Concept.
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GIGA School Concept OigitalArts

Advertise the superiority of i-FILTER to boards of education that have yet to introduce

larger market share

Introduction of filtering under the GIGA School Conceptll

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

Mot yet introduced. etc. Competitars

0% 47%
Charged filtering
already introduced
80% )
The percentage of boards of education that _Of the boards of education that have
have adopted pay filtering reached 80%. introduced charged filtering, 53% have

implemented i-FILTER.

*1: According to our survey of 1.741boards of educstion (Sep. 2024) I
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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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Forecasts for Fiscal Year Ending March 31, 2025 (Consolidated) DigitalArts.

DAC's sales of 2.3 billion yen and expenses of 2.2 billion yen, which were included in the financial results of the previous
fiscal year, are excluded from consolidated earnings forecasts for the current fiscal year. Therefore, DA's growth in sales
is expected to result in significant improvements in the gross profit and operating profit margins. Meanwhile, profit
attributable to owners of parent of the previous financial results included extraordinary income of approximately 1.9
billion yen due to the transfer of shares in DAC..

(million yen)
FY March FY March
2024 Full-Year 2025 Full-Year Change % Change Main Factors for Change
Results Forecasts
DAC's sales, which were of 2.3 billion yen in the previous fiscal year, are excluded
Net sales 11,512 10,720 =792 —6.9% fom lidation, starting from the current fiscal year.
For the above reason, DAC's cost of sales, which was 1.9 billion yen in the
Cost of sales 4,583 2,850 —1,733 —37.8% previous fiscal year, is excluded from consolidation, starting from the current
fiscal year.
Gross profit 6,928 71,870 4941 +13.6%
Gross prnfit point 60.2% 73.4% ~ n L:ing;;‘r-wed significantly due to the deconsclidation of DAC whose cost of sales ratio is
For the above reason, DAC's selling, general and administrative expenses, which were
SG&A 2,500 2730 229 49,90, 200 million yen in the previous fiscal year. are excluded from consalidation. starting
4 ' + <€/ from the current fiscal year.
Approximately 330 million yen are expected to be invested in human resources.
Operating profit 4,427 5,140 +712  +16.1%
Operating margin 38.5% 47.9% - - Improved significantly due to the deconsolidation of DAC
Ordinary profit 4,443 5,140 4696 +15.7%
Profit Thy ious fiscal year's profit reflects extraordi i f imatel|
: _ _ e previous fiscal year's profit re extraordinary income of approximately
attributable to 4’377 3’540 837 19.1% 1.9 billion yen due to the transfer of shares in DAC.
owners of parent

*“1: DAC: Digital Arts Consulting (s cansolidstsd subsidiary in which sharss wers transfsrrsd st the snd of the pravious fiscal yssr)
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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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o Consolidated Cost of Sales
__and Selling, General and Administrative Expenses

The cost of sales is expected to improve significantly because DAC’s" cost of sales in the previous
fiscal year is excluded from consolidation. Selling, general and administrative expenses are expected
to rise mainly due to the increased investment in human resources.

DigifalArts.

(million yen)
FY March 2025
FY March 2024 .
Full-Year Results Full-Year Change % Change
Forecasts
Cost of Sales 4,583 2,850 —37.8% Impact of the deconsalidation of DAC
Labor 2,038 1,071 —47.4%
Depreciation 839 852 +1.6%

I P An increase in cloud server expenses gg a.result.of the expansion of
Communication 1,204 1,390 +6.6%  sales of cloud service products and an increase in the number of
expenses licenses.

Others 1,384 642 —53.6%
Transfer to other
accounts —982 —1,107 +12.7%
SG&A 2,500 2,730 +9.2%
p | o Investments in human resources including the hiring of new graduates.
ersonnel expenses 1,275 1457 +14.3% strengthening of employment activities and incentive plans
Advertising expenses 313 320 +2.0%
Others 911 952 +4.5%

+1: DAC: Digital Arts Cansulting (a consclidated subsidiary in which shares wars trancfarred st the and of the pravious fiscal yesr] Copyright @ Digital Arts Inc 53

Regarding communication expenses and the prospects for server charges, as | 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 | 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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Return to Shareholders for the Fiscal Year Ending March 31, 2025 DigitalArts.

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, 2025: 33.0%

® Annual dividends of surplus forecasted for fiscal year ending March 31, 2025: 85.00 yen per share.

® We expect to increase the annual dividend by 5.00 yen per share. (planned to increase for 11
consecutive years)

_ Consolidated payout
 20ed | Vewrend | Awmual | ratio

FY March 2024 40.00 40.00 80.00 36.5%"

FY March 2025 40.00

FY March 2025 (forecast) 45.00 85.00 33.0%

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.

B Reference [Total payout ratio] {million yen)
Al t of t
Dividends paid rr;:ou:k :cq:fi:::ry Total return Total payout ratio
FY March 2024 (results) 1,105 1,429 2,534 82.6%"
FY March 2025 (forecast) 1,158 500" 1,658 46.9%

*1 Exgluding 1.930 millian ven & a gain on sale of the stock of consolidated subsidiary Digital Arts Consulting Inc. L
*2 Announced on Juns 12, 2024 Copyright @ Digital Arts Inc 57

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.
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