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Presentation

Tsukushi: Hello, everyone. My name is Toshiya Tsukushi, Executive Vice President and CFO. Thank you for
participating in the presentation of our financial results for Q2 of the fiscal year ending March 2023.

| would now like to quickly explain our financial results for Q2.

Business Highlight for the First Half of FY2022 « Digrtar Hearts Hipas,

m The Enterprise Business, our focus business,
| ‘Net sales | continued to grow at a high rate of about YoY
1.6 times, backed by the acceleration of DX.

¥17, 562 o The Entertainment Business also achieved a
double-digit growth due to strong sales for
(YoY130.1%) console games.

m 1H progressed 49.5% of full-year target,
exceeded company forecasts.

m The Enterprise Business generated stable
profits while implementing business
foundation investments.

The Entertainment Business achieved a
double-digit profit growth due to the sales
increase and a high gross margin.

1H progressed 42.0% of full-year target, in
line with company forecasts, including the
impact of strategic investments.

m Both the Enterprise and the Entertainment
Business achieved a double-digit growth of
EBITDA, excluding the impact of amortization

-]

Both Businesses Achieved
Significant
Increases in Sales

BnermBRacenmes |
Operating income |

A8 "

(YoY100.9%)

New Record High

Profits
in the First Half

Significant growth

in EBITDA
due in part to M&A

¥1,920 mn

of goodwill.

EBITDA of existing businesses excluding the
impact of newly consolidated subsidiaries

YoY117.7%
( ) was 108.4% YoY, showing steady cash flow

expansion.
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Here are the highlights for the H1 performance of the current fiscal year.

Net sales were JPY17,562 million, 130.1% of the year-before level, and both the enterprise business and the
entertainment business were able to achieve significant YoY increases in sales. The enterprise business, our
focus business, continued to grow at a high rate, approximately 1.6 times that of the year-earlier level, driven
by the acceleration of digital transformation. The entertainment business also achieved double-digit YoY
growth in sales due to strong sales in the debugging business for consoles. Progress against the full-year plan
for sales, announced at the beginning of the year, was 49.5% in H1, slightly exceeding the Company’s plan.

Operating income was JPY1,382 million, or 100.9% of the year-before level. It was a record high for H1 of a
fiscal year. The enterprise business generated stable profits while implementing business foundation
investments.



The entertainment business achieved double-digit profit growth due to the sales increase and a high gross
margin. Progress against the announced plan for operating income was 42%, which is almost in line with the
plan, although slightly less than the progress rate in sales.

EBITDA was JPY1,920 million, a significant increase with 117.7% of the year-before result, partly due to the
effect of M&As. On an EBITDA basis, both the enterprise and entertainment businesses achieved double-digit
YoY revenue growth, and EBITDA from existing businesses, excluding the impact of newly consolidated
subsidiaries, was 108.4% of the year-before level, showing steady cash flow expansion.

Summary of Financial Results by Segment « Dicirar Hearts Hings.

(JPY mn) 1H FY2021 1H FY2022 YoY Change
Net sales 13,498 17,562 130.1%
Enterprise 4,863 7,614 156.6%
Entertainment 8,635 10,020 116.0%
Adjustments — -72 =
Operating income 1,370 1,382 100.9%
Enterprise 232 114 49.2%
Entertainment 1,906 2,192 115.0%
Adjustments -768 -924 =
EBITDA 1,632 1,920 117.7%
Enterprise 376 443 117.8%
Entertainment 2,009 2,379 118.4%
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Here is a summary of the financial results by segment.

We will present the segment-by-segment results in more detail later, so we will skip this page for now.



Developing a Business Foundation

fOI‘ Future GI‘OWth «DIGITAL HearTts HLDGs.

For AGEST, as the new Enterprise Business core company, improving the brand
awareness, developing new working environment, and strengthening human
resources.

Succeeded
Quality Assessment business
From Sobal Corporation

New core subsidiary of the
Enterprise Business, AGEST, Inc.

Branding for engineers

SSobal

Creating an environment for engineers

Cnehior ¥ including new office and the educational

"Tech Blog" Bt
Developer %

institution, and totally new system environment

» Approximately 130 test
engineers

» Strengthen expertise in testing of

Productiuity ~OJES major manufacturers' products

R ol Q ﬂ @ and business systems
Seminars and lectures < =
for engineers ¢ ﬁ 'm
AGEST AGEST New office for =
Testing Lab. Academy engineers Eqmty finance proceeded

¥0.8 billion =1

Integration of three domestic Details of finance

subsidiaries into AGEST, Inc.

ancy

ANET Corporation

Total transaction size (plan) 4.2 billion yen
(Approximate amount after payment of
expenses)*2

Full reinforcement of human
resources from sales, recruiting,
and operating members of AGEST
2 L LogiGear by hiring from outside and internal Te"°"  July 20, 2022 to July 19, 2024

Red Team Technologies Co., Ltd. LOGIGEAR JAPAN CORPORATION new aSSIgnlng'
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*1 As of October 31, 2022

*2 Transaction size amounts (plan) may increase or decrease if the
exercise price is revised or if the acquisition rights are not exercised during
the period.

In H1, to ensure further growth of the enterprise business, which had steadily been extending sales, we were
building a business foundation to support medium-term growth with considerable will and speed.

On AGEST, Inc., the new Enterprise Business core company, we were concentrating management resources,
improving the brand awareness, developing a new working environment, and strengthening human resources.

We integrated three domestic subsidiaries, including ANET, into AGEST. In addition, AGEST took over the
quality assessment business from Sobal Corporation, and approximately 130 test engineers have joined AGEST
from Sobal. In order to promote such business transfers and M&As, we have completed procurement of
JPY800 million in equity financing as of the end of October this year.



SGA Expenses as Growth Investment in 1H

and Expected Effects for Enterprise Business ¥/ Dicinar Hearrs Hinos

Strategically invest in growth of Enterprise Business
Build a basement for future business expansion by increasing human resources
and strengthening the operational structure

Improve organizational Improve the environment
AG E S I strength for engineers

i ) (Personnel expenses) (Offices rent and others)
Investment in the first half +0. 20 bn ven +0.05 bn ven
YoY +0 = 3 2 bn yen Strengthen Branding System infrastructure
(+0.56 bn yen /full year®) (Sales and Recruiting) (System-related expenses)
*Increase in SG&A expenses excluding spot expenses + 0 = 04 bn ven + 0 - 04 bn ven
/Expected Effect Simulation: Profit improvement by increase in QA Solution Customers e
»  After this investment, aiming to increase the number of QA solution customers (sales growth) by more than 30%
and cover the cost. (break even point = +20%)
»  With strengthening the recruitment of engineers, aiming to achieve OP margin 7-8% as the second half of this year,
and annual OP margin over 10% in the mid term period.
FY2022 Simulation
Plan @ @ ©)
Number of Customers Company 830 166 249 415
Rate of increase % 20% 30% 50%
Impact of increased sales Millions of yen 1,992 2,988 4,980
Impact of increased profits  Millions of yen 598 896 1,494
K *Assumption: Average annual sales per customer = JPY12mn, Marginal profit ratio = 30% /
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Now, let me explain what specific items and how much money were spent on this growth investment.

First, we spent JPY200 million to reinforce personnel to strengthen the organization, mainly engineers, JPY50
million to improve the environment for engineers, mainly rents for offices, and JPY40 million for sales and
recruiting to strengthen branding.

In addition, we invested about JPY40 million to renovate our system infrastructure, with the aim of increasing
the productivity of our engineers. Even excluding one-time expenses, this strengthening of the business
foundation boosted full-year SG&A expenses by around JPY500 million to JPY600 million.

So how would we view this expected effect? After these investments, we aim to increase the number of QA
solution customers by more than 30%. For the current fiscal year, we plan to have some 830 customer
companies for the QA solution business. Considering the increase in gross profit from the increase in sales, it
will be possible to simply cover such investments with the amount of gross profit by increasing the number of
customers by approximately 20%.

However, considering the amount of noncurrent assets of the enterprise business, we are naturally aiming for
a further increase in sales of 30% or more, based on the foundation strengthened by these business
investments. We expect sales to continue to grow in H2, and if sales are achieved as initially planned, we
believe that we will be able to achieve an operating margin of 7% for the enterprise business in H2, and that
we can expect a level of more than 10% for the medium term.



Summary of Business Results for

the Six Months Ended September 30, 2022 ¥/ Dot Heaws Hipos.

Significant increase in sales due to the growth of existing businesses and the
impact of M&As. Operating income increased and EBITDA grew significantly,
despite aggressive investment for growth.

(JPY mn) 1H FY2021 1H FY2022 YoY Change
Net sales 13,498 17,562 4,063 130.1%

9,562 12,376 2,814 129.4%
70.8% 70.5% -0.4 points
3,936 5,185 1,248 131.7%
m 2,566 3,802 1,236 148.2%

Operating income 1,370 1,382 12 100.9%

Operating income ¥ .
10.2% 7.9% 2.3 points
1,431 1,527 95 106.7%

Profit attributable to 917 950 32 103.5%

owners of parent

EBITDA 1,632 1,920 288 117.7%
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Here is the final consolidated statement of income.

As | mentioned at the beginning, we achieved YoY growth in all of sales, which were 130% of the year-before
level, operating income, which was 100.9%, and EBITDA, which was 117.7%.



Analysis of Changes in EBITDA

«DIGITAL HearTts HLDGs.

While aggressively investing in the Enterprise Business for its developing
business basement and future growth, EBITDA grew by 117.7% YoY due to
the growth of existing businesses and the positive impact of M&As.

Increase in SG&A to strengthen business
basement and invest for future growth
*Reallocate human resources
eRestructure organization with new offices
eDevelop new IT systems for its recrganization
eStrengthen recruiting and marketing/branding

Foreign Exchange Fluctuations

Improve gross

margin of
Domestic
debugging

+53

Growth in
gross profit
from increased
sales

+375

Improve
gross margin
+83
Growth in
gross profit
from increased Impact of
sales newly
consolidated
+320 subsidiary
EBITDA
1,632

Impact of
newly
consolidated
subsidiary

L +1

Increase
in SG&A

Enterprise business

~—

Entertainment Business

(JPY mn)

Increase in
company-wide
common cost
and others

EBITDA

1,920

)

1H FY2021
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This is a waterfall analysis of YoY changes in EBITDA.

1H FY2022
7

In the enterprise business, EBITDA grew significantly to 117.7% of the prior-year level due to the growth of
existing businesses and the effects of M&As, while strengthening the business basement and aggressively
investing in growth.

In the enterprise business, as shown in the graph, SG&A expenses increased due to the investment in business
infrastructure and overall business expansion, as explained earlier. SG&A expenses for overseas operations
increased in Japanese yen terms due to exchange rate fluctuations caused by the recent depreciation of the
yen. However, EBITDA increased in the enterprise business, taking into account the increase in profits due to

higher sales and the impact of the newly consolidated subsidiaries.

In the entertainment business, EBITDA increased significantly due to the considerable effect of increased sales,
and the Company as a whole was also able to increase EBITDA solidly.



Trend in Net Sales and Operating Income

«DIGITAL HearTts HLDGs.

Both net sales and operating income made good progress as planned in 1H.
Aiming to achieve record highs in net sales and profits as a full year.

Net sales
(JPY mn)

40,000

35,000

30,000

25,000

20,000

15,000

10,000

5,000

Q4
mQs
mQ2
mQl

19,254

4,861

1,605

363

464

475
302 |
Net Operating

sales income
FY2018

21,138

5,460

1,394

327
547

328

| 189 §
Net Operating
sales income

FY2019

22,669

6,355

655

i 158 §
Net Operating
sales income

FY2020
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This is the trend in sales and operating income from the past.

29,178

7,932

EEE]

636

Net 6peratin<_:]
sales income
FY2021

sales income
FY2022

Operating
income
(IPY mn)

7,000

6,300

5,600

4,900

4,200

3,500

2,800

2,100

1,400

700

As you can see, sales have been growing steadily and operating income has also been expanding smoothly,
and we are aiming to achieve record highs in sales and operating income for a full year for the current fiscal

year.



Consolidated Balance Sheets « Digitar Hearts Hings.

Q4 FY2021 Q2 FY2022
(IPY mn) (As of March 31, 2022) (As of September 30, 2022) YoY Change

Total assets 17,565 20,688

Accumulated other comprehensive income 228 774 546
Subscription rights to shares — 10 10

Non-controlling interests 572 638 66
Total liabilities and net assets 17,565 20,688 3,122

10,392 12,182 1,790

Cash and deposits 5,208 6,850 1,641
Property, plant and equipment 693 1,077 383
Intangible assets 5,094 5,750 655
Goodwill 4,763 5,301 538
Investments and other assets 1,384 1,678 293
Total liabilities 9,989 11,485 1,496
Current liabilities 9,679 11,330 1,650
Short-term loans 5,421 7,106 1,685
Noncurrent liabilities 309 154 -154
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Here are the consolidated balance sheets.

Total assets increased by about JPY3 billion from the end of the previous fiscal year, mainly due to an increase
in cash and deposits. At the end of the previous fiscal year, we were operating a little tighter manner, so we
have increased the cash and deposits portion a little. In addition, property, plant and equipment has increased
due to an increase in goodwill after M&As and investments in offices and other facilities.



Consolidated Statements of Cash Flows « Dicitat Hearts HLpGs.

(JPY mn) 1H FY2021 1H FY2022 YoY Change

Net cash provided by operating
activities 1,703 1,430 -273

(*Cash flows before income taxes paid) 2,053 1,843 -209

Net cash used in investing activities -1,682 -1,496 185

Net cash provided by (used in) 316 1.488 1.171
I 4

financing activities

Effect of exchange rate change on cash and
cash equivalents 21 254 232
Net increase in cash and cash equivalents 359 1,676 1,317
Cash and cash equivalents at the beginning

Cash and cash equivalents at the end of

period 5,400 6,850 1,449
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Here are the consolidated statements of cash flows.

Net cash provided by operating activities was slightly smaller YoY due to investments in infrastructure, but
net cash provided by financing activities increased significantly YoY as a result of fundraising and borrowings.



Changes in Sub-segments «DIGITAL Hearts Hrpas.

Sub-segments in FY2022 are amended to reflect changes made to the services
of the Enterprise Business.

mFY2021 and earlier m From FY2022 "The changes are underlined
Reportable segments Main Services Reportable segments Main Services Main Operating Companies
Enterprise Business Enterprise Business
System testing
. Vulnerability diagnosis AGEST, Inc.
2 System testing . B
System testing QA solution System development LogiGear group

Vulnerability diagnosis

Introduction of ERP and CRM CEGB Co., Ltd.
Penetration test

System development
Introduction of ERP and CRM
Penetration test

Security monitoring

IT support

IT engineer platform service

Security monitoring
IT services and others IT support
IT engineer platform service

AGEST, Inc.
identity Inc.

] |

IT service /Security

Entertainment Business Entertainment Business

Domestic debugging Debugging —» Bl Domestic debugging  Debugging DIGITAL HEARTS Co., Ltd.
Translation / LQA Translation / LQA DIGITAL HEARTS Co., Ltd.

Game software development Game software development DIGITAL HEARTS CROSS grou

Global and others & ~—» I Global and others £ 9groue
Customer support Customer support FLAME Hearts Co., Ltd.
Marketing support, etc. Marketing support, etc. Aetas, Inc.

(Reason for Change)

- Through cross-selling initiatives, increasing in the number of projects providing "one-stop” service including development,
testing, and security services.
- Aggressive M&As have led to an expansion in our range of solutions and group synergy improvement.
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| will now explain the financial results by segment and the earnings forecast for the full year.
First are changes in sub-segments.

Starting from the beginning of the current fiscal year, we reclassified the sub-segments, mainly in the
enterprise business. In the area of system testing in the enterprise business, the number of projects in which
development, testing, security, and other services are provided on a one-stop basis is increasing due to the
strengthening of cross-selling. The segmentation has been changed to reflect the situation that management
is looking at sales and profits of the development, testing, and security businesses as a single entity.

10



(JPY mn)

Net sales

Enterprise
Entertainment
Adjustments

Operating income

Enterprise
Entertainment
Adjustments

EBITDA

Enterprise
Entertainment

Summary of Financial Results by Segment DiGitaL HearTs Hings.

1H FY2021 1H FY2022 YoY Change
13,498 17,562 130.1%
4,863 7,614 156.6%
8,635 10,020 116.0%
— _72 —
1,370 1,382 100.9%
232 114 49.29%
1,906 2,192 115.0%
-768 -924 o
1,632 1,920 117.7%
376 443 117.8%
2,009 2,379 118.4%
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Here is a summary of the financial results by segment.

Sales in the enterprise and entertainment business segments grew steadily, and operating income in the
enterprise business fell below the year-before level, partly due to the investment in business infrastructure in
H1 as | explained earlier. However, operating income in the entertainment business achieved double-digit
growth. On the other hand, EBITDA increased significantly YoY in each of the business segments.

11



«DIGITAL HearTts HLDGs.

Financial Result of Enterprise Business

® High sales growth YoY 156.6% due to continuous double-digit growth in
existing businesses and the effects of M&As conducted last year.

® Achieved EBITDA increase by YoY 117.8%, while development business
basement and aggressive investment in growth led by AGEST, Inc., a core
subsidiary of the Enterprise Business.

m Profitability is expected to improve in the second half due to sales
growth from seasonal factors and the effects of strategic investments.

(JPY mn) 1H FY2021 1H FY2022 YoY Change

Net sales 4,863 7,614 156.6%
QA solution 2,967 4,583 154.5%
IT services and others 1,895 3,030 159.9%

Segment income 232 114 49.2%
EBITDA 376 443  117.8%
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First, | will explain the enterprise business.

The business enjoyed high sales growth of nearly 1.6 times the year-before result due to continuous double-
digit growth in existing businesses and the effects of M&As conducted last year. In particular, we aggressively
developed our business basement and invested in growth, especially in AGEST, our core subsidiary.
Nevertheless, we were able to grow EBITDA to 117.8% of the prior-year level. The enterprise business has an
imbalanced revenue structure with the heavier weight in H2, so company-wide profitability is expected to
improve in H2 due to sales growth from the seasonal factors and the effects of strategic investments.

12



Key KPIs of Enterprise Business  Dicrrat Hearrs Hivas

Enterprise (= » Net sales and gross profit remained steady, partly due to the contribution of M&As.
» SGRA expenses increased from Q4 FY2021 due to an increase in the number of
consolidated subsidiary and acceleration of investment for the development of business

Performance Trends basement and the future growth.
g x : o, [ CEGB »Sobal
(PY mn) EEmNet sales identity e dws - (Suesazsen nrauan smzaen-
ames Gross margin typa comgany spift)
 SGE&A
6,000 | _gmGross margin ratio o5 19 27.8% 26.7% 27.99% [ 30-0%
— > —o—
27.0% 4,025 25.0%
4,000 2289
2,833 3,074
2:029 L 20.0%
2,000
I547 60 15.0%
o | . 10.0%
Q1
FY2021
QA solution _
. Sales ratio of
Number of clients . i ST AL U
Cith 6rderses Annual sales per client (= Number of engineers Advanced testing and
WIth oraers (1) Next-generation QA
FY2022 Q2 FY2022 Q2 FY2022 Q2 FY2022 Q2
650 companies ¥12 mn 1,026 people 34.3%
FY2022 Q4 Target FY2022 Q4 Target FY2022 Q4 Target FY2022 Q4 Target
830 companies ¥12 mn 1,100 people 45.0%
Copyright® 2022 DIGITAL HEARTS HOLDINGS Co., Ltd. All Rights Reserved. . \umber of dients with orders * and " Annual sales per dlient” are 15

calculated from the results of the latest 12 months, excluding new
subsidiaries with less than 12 months business records as our group.

Here are the key KPIs for the Enterprise Business.

As you can see, sales and gross profit remained steady, partly due to the contribution of three to four M&A
deals we had conducted in each of the past years. SG&A expenses swelled a little as we have been accelerating
investment for the development of business basement since Q4 of the previous year. However, we expect
business growth that can sufficiently offset this increase in the expenses.

Below are the KPIs for the QA solution business. The number of clients increased to 650 companies as of the
end of Q2, against the medium-term target of 830 companies. On the other hand, annual sales per client,
which are simply the average sales amount per client in the past 12 months, already reached the medium-
term target of JPY12 million as of the end of Q2.

The number of engineers was 1,026 at the end of Q2, close to the medium-term target of 1,100. The sales
ratio of advanced testing and next-generation QA services as part of the advanced testing business was 34.3%,
slightly lower than in Q1, but this was partly due to the fact that overall sales expanded. With the sales amount
of the advanced testing and next-generation QA services increasing from Q1, the sales ratio approached the
medium-term target of 45%.

13



Enterprise Business - QA solution division

«DIG]TAL HearTts HLDGs.

B Expand transaction volume per client by strengthening cross-selling of security
testing and test automation, based on manual testing services.

B Promote the enhancement of test engineers through the succession of QA
businesses of Sobal Corporation and the expansion of services, such as mutation

testing, utilizing specialized knowledge.

® CEGB Co., Ltd., acquired through M&A, contributed from Q1 FY2022. Sales grew
YoY 129.1% even after excluding the consolidation benefits of CEGB Co., Ltd.

B Gross margin ratio improved in Q2 against Q1 due to the improvement of the

engineer utilization rate and others.

Quarterly sales

Net sales and Gross margin ratio

(3PY mn)
8,000

7,000 -

6,000
5,000
4,000

3,000

2,000 -

1,000
0

5,157

1,127

FY2020

6,861

YoY

. 154%

1,572

FY2021

2,481

FY2022

m Q4
= Q3

Q2
= Q1

(3PY mn)
3,000

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

500

0

Copyright© 2022 DIGITAL HEARTS HOLDINGS Co., Ltd. All Rights Reserved.

Here is the QA solution division of the Enterprise Business.

mm Net sales ~ 45.0%
2,481

2,121 2,102 L 40.0%

—e—Gross margin ratio

~ 35.0%

- 30.0%

+ 25.0%

FY2021 FY2022
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The division saw expansion of its transaction volume per client as cross-selling was going quite well. As |
mentioned earlier, the number of engineers increased after the succession of the QA businesses from Sobal
Corporation. The business also expanded the testing services, such as mutation testing, utilizing specialized
knowledge, which led to a steady increase in the unit price per client.

In addition, CEGB, Co., Ltd., which was acquired through M&A in the current fiscal year, also contributed to
the performance. Even excluding the effect of this consolidation, sales grew to 129.1% of the year-before
result. In addition, the gross margin ratio improved in Q2 against Q1 to 35.3% due to the improvement of the
engineer utilization rate and others.

14



Enterprise Business - IT services and others division  Dicitar Hearts Hinas.

m The SES businesses grew steadily, as the number of engineers registered at
identity Inc. reached to 23,000 people.

m Steady expansion of security monitoring services by steadily capturing
increasing demand against the backdrop of expansion of remote work, etc.

Quarterly sales Quarterly sales by service
(JPY mn) (IPY mn) 2 i
5,000 2,000 m Security monitoring/others
BaEs 1,543
1,432 1,486 ’
4,000 1,500 1,260 1,301
3,000 1,000
634
2,000 mQ4 500
3
1,260 we
1,000 - Q2 0 = 14 [
mQl Q1 Q2 Q3 Q4 Q1 Q2
o | o34 ‘ |
FY2020 FY2021 FY2022 Fr2021 FY2022
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Next is the IT services and others division of the enterprise business segment.

Sales here also increased significantly YoY to 160% of the year-before level. As the division consolidated
identity Inc., an engineer dispatching company, the sales growth effect emerged in Q2 of the previous fiscal
year. The identity businesses grew steadily as the number of registered engineers reached 23,000 people. The
security monitoring services also saw steady expansion, capturing increasing demand due to the recent trend
toward remote work.

15



Financial Results of Entertainment Business « DiGitar Hearts Hings.

® Achieve double-digit growth in both the Domestic debugging and the
Global and others, by steadily capturing growing demand against the
backdrop of the booming console game market and accelerated overseas
expansion of game content.

B Generate record-high segment income for 1H, with maintaining a high
profit margin of 21.9%, due to the sales expansion and gross margin
improvement in Domestic debugging division.

(JPY mn) 1H FY2021 1H FY2022 YoY Change

Net sales

Domestic debugging
Global and others

EBITDA 2,009 2,379 118.4%
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Next, | will explain the entertainment business.

The console game market has been extremely strong, and game companies have been aggressively promoting
overseas expansion. Against this backdrop, the business achieved double-digit growth in both domestic
debugging and global and others. The profit margin remained high at 21.9%, due to sales expansion and gross
margin improvement in the domestic debugging division.

16



Entertainment Business - 39'."?““ debugging
Ivision

«DIGITAL HearTts HLDGs.

® High sales growth in the Domestic debugging driven by around YoY 1.5 times
expansion of service for game consoles with increase in developments of new
game titles.

® Remain gross margin ratio at a high level of over 32%, reflecting the efforts
to improve operational efficiency and the impact of higher sales.

®  Aiming to further increase market shares as a leading gaming Debugging
company and improve unit prices in response to rising personnel costs.

Quarterly sales

Net sales and Gross margin ratio

(3PY mn) (JPY MN) e Net sales
16,000 4,000 o= Gross margin ratio [ 40.0%
4 3,334 3,561
14,000 YoY 3,149 3,011 ‘
o e A2 sgoo; | 293 HEs0 | 3s.00
12,000 - 116+ ’ ’ ;
10,000 [
2,000 . 30.0%
8,000 -
6,000 il
; 3561 wQ3 1000 | 25.00%
4,000 ‘
Q2 |
2,000 - f
. ol 0 - 20.0%
0 ; _ | 1 Q@ Q2 @ o | @1 e |
FY2020 FY2021 FY2022 FY2021 FY2022 I
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As | explained earlier, the development of new domestic console game titles has been very active, and sales
increased 1.5 times over the year-before level, driving the growth of the domestic debugging division.

The efforts to improve operational efficiency have completely been established, the gross margin remained
high above 32% for a long time. As a leading game debugging company, we will continue to strive to further
increase our market share. At the same time, since labor costs have tended to rise recently, we will aim to
increase our unit price and other items in response to this trend and maintain and improve profitability.

17



«DIG]TAL HearTts HLDGs.

Entertainment Business - Global and others division

® Double-digit sales growth in each service of Global, Creative, and Media by
securing cross-border and global projects against a backdrop of favorable
market conditions.

m  Aim for expanding our business in the Asian area and for creating new
service value, by the synergies with the DIGITAL HEARTS CROSS Group
acquired last year and the initiatives with alliance partners such as
GameWith, Inc.

Quarterly sales Quarterly sales by service
(3PY mn) (32\88“") Media and others
7,000 : 4
/ m Creative
6,000 5,563 2,000 m Global Teag
YoY 1536 1,522 1,484
5,000 1,600 : 1,366
117 1,137
4,000 - 1,200
3,000 mQ4 800
siat 1,640 ®Q3 B
Q2

1,000 - 0 |

=Q1 \ Q1 Q2 Q3 Q4 Q1 Q2

0 ‘ :
FY2020 FY2021 FY2022 ‘ FY2021 FY2022
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On the other hand, in the global and others division of the entertainment business, each service of global,
creative, and media marked double-digit growth against a backdrop of aggressive overseas expansion by each
client company.

In addition, we aim for expanding our business in the Asian area and for creating new service value, by the
synergies with the DIGITAL HEARTS CROSS Group acquired last year and the initiatives with alliance partners
such as GameWith, Inc., which became our partnerin H1.
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FY2022 Consolidated Financial Forecast Dicitar Hearts Hrpas.

B Aim for record-high net sales and operating income while accelerating
investment for future growth.
B The Enterprise Business will keep driving the growth of the group.

Full-year FY2021 Full-year FY2022
(PY mn) (Actual) (Forecast)

Net sales 29,178 35,500 121.7%

Entertainment 17,687 20,125 113.8%

YoY Change

Operating income 2,701 3,290 121.8%
gg';g“g fee 9.3% 9.3% +0.Opoints

Ordinary income 2,778 3,290 118.4%

Profit attributable to

owners of parent 1,780 2,250 126.4%

EBITDA 3,430 4,240 123.6%
Copyright® 2022 DIGITAL HEARTS HOLDINGS Co., Ltd. All Rights Reserved. 21

This is the full-year consolidated financial forecast for FY2022.

We will continue to aim for record-high sales and operating income, while accelerating our investment for
future growth, especially in the enterprise business.
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The interim dividends are 10.5 yen, an increase of 3.0 yen from FY2021.

Dividends Forecast of FY2022

«DIGITAL HearTts HLDGs.

The annual dividends are expected to be 21.0 yen, an increase of 6.0 yen from
FY2021, as a record high increase.

Basic Policy to Return Profits to Shareholders

While securing sufficient internal reserves to invest in business growth and strengthen our
management structure, stable dividends to shareholders with a payout ratio of 20% as the

minimum target

(yen)
24.0

20.0

16.0

12.0

8.0

4.0

0.0
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mmm Interim dividends mmm Year-end dividends —e—Dividend payout ratio

21.0

Dividend
Payout ratio | —

20.2%

Dividend
Payout ratio

18.2%

FY2018 FY2019 FY2020 FY2021 FY2022

(Forecast)

Finally, | would like to explain the dividends forecast.

100.0%

- 90.0%

- 80.0%

70.0%

60.0%

- 50.0%

- 40.0%

30.0%

20.0%

- 10.0%

0.0%

22

For the current fiscal year, we forecast annual dividends of JPY21 per share, a record full-year figure. As the
H1 performance remained favorable in comparison with the annual plan, the Board of Directors has decided
to pay interim dividends of JPY10.5 per share, an increase of JPY3 from the year-before result.

This concludes my explanation.

Next, President Ninomiya will explain our growth strategy and its progress.
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Our Growth Strategy

With stable growth of high profitable Entertainment Business,
rapidly expand the Enterprise Business while utilizing M&A as well.

» Continue M&A aimed at expanding the pool of engineers
and improving technological capabilities, such as test
automation tools.

Organic growth : Enterprise Business

> Pursue advanced quality technologies and improve QA (*) expertise.

> Provide testing service in accordance with global standards. \N‘.“
e
Organic growth : Entertainment Business “S‘_d\“a
> Generate stable profits by leveraging our large domestic S
market share. ¥ 50 . 0 bn
> Accelerate businesses expansion in global services. (Target)

¥29.1mn

rganic Growth

HO&d

Enterprise Entertainment

¥17.3 bn

Tllustrative consolidated net sales

FY2017 FY2021 FY2023

* The illustrative consolidated net sales above is not a forecast of us and we do not promise it as described above.
*  QA---Quality Assurance
Copyright© 2022 DIGITAL HEARTS HOLDINGS Co., Ltd. All Rights Reserved. 24

«DIG]TAL HearTts HLDGs.

Ninomiya: This is Yasumasa Ninomiya, President and CEO. Thank you for joining us today. | would like to talk

about our growth strategy.

First of all, as a general view, we own an entertainment business that has an overwhelming share of the
domestic market. Based on the stable growth of our entertainment business, we are aiming to rapidly expand
our enterprise business, which we started in the fiscal year ended March 2018, our second founding period,
and have been working on since then. By adding M&A to the above, we will greatly accelerate the expansion,
and we are now aiming to achieve JPY50 billion in sales in the fiscal year ending March 2024 and growth

beyond that.
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Environment surrounding Enterprise Business « DiGitaL Hearts Hings.

With the acceleration of Digital Transformation and technological evolution,
demand for software testing is growing rapidly and requiring higher expertise.

Changes in utilization

CASE
Smart City
Metaverse
Al

Software application
(73 + IoT equipment
+ Core business IT system + X-Tech-related IT system
+ Web system
+ Built-in software system

Development Methods Development Methods
Waterfall model Agile model

Evolving requirements |

> Providing suitable testing services
to ever-evolving technology

» Comprehensive testing including » Test consulting in the early stage of
non-functional aspects such as cybersecurity the development life cycle (shift-left testing)

> Verifying that the system operates as > Improving the efficiency of test processes
planned in the final process of development by test automation or use of impact analysis tools
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This is the environment surrounding this rapidly expanding Enterprise Business.

First of all, the development of digital transformation and technological evolution are occurring at an
extremely fast pace. In this context, there is a large number of advanced and complex systems, ranging from
the so-called core business systems and web systems that utilize conventional technologies to more advanced
loT devices, X-tech systems, and beyond them, CASE and Smart City systems.

In terms of development methods, not only the traditional waterfall development model, but also the agile
development methodology is being adopted. Therefore, we believe that testing needs themselves will
continue to expand significantly in the future.

On the other hand, we believe that the requirements for testing companies will change dramatically as a result
of this growing complexity. As stated here, conventional testing is to verify that the system operates as
planned according to the specifications in the final process of development. During this process, there are the
requirements for comprehensive testing including non-functional aspects such as cybersecurity. In the future,
we will be required to further increase the speed and further improve the quality of our testing.

What is happening here is what is called "shift-left testing," which is test consulting in the early stage of
the development life cycle. Shift-left testing requires eliminating defects and improving quality not in the final
process, but as early as possible in the preliminary stage of development, and then promptly operating the
system after the release. In addition, new technologies and testing methods that are compatible with the new
needs are also required, and we believe that the market is becoming more specialized.

22



Vision of Enterprise Business  Dicrrat Hearrs Hivas

By utilizing leading-edge quality technologies and developing
next-generation QA human capital, to become a service provider
of optimum QA solutions at a high level to diversifying needs.

SAVE the DIGITAL WORLD

Support the innovation of clients’ business with a rich user experience

Provide quality assurance service in areas such as CASE and Smart City,

’ with testing methods not developed yet in the market.
Generation

QA
Support optimization of the testing process by utilizing technology

Contribute to improving the quality of software including non-
functional aspects such as security or the efficiency of testing
processes using automation tools.

Assist the testing process from a third-party p
perspective =
Offer outsourcing services to support clients with 44

insufficient experiences and resources for software testing.

Test Outsourcing
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In this changing environment, in order to achieve our corporate philosophy to save the digital world, we are
working to catch up with these new needs and provide optimum QA solutions by utilizing leading-edge quality
technologies and developing next-generation QA human resources.
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Value Provided in Response to "Shift Left” ¥ Dicrrar Hearts Hias,

With getting more complex, sophisticated, and diverse needs for software testing
and bigger trend of in-house software development by end-user companies,
AGEST started “Shift Left” QA solution.

A
Shift Left

Quality “Shift Left” Conventional type
improvement QA Solution QA service

Development Quality Shortening 5 :
S & e
C 3

AGEST Providing Total QA Solutions from Development to Post-Release Response

“Shift Left” QA Solution Conventional type QA services
View of software development engineers View of end users
Overall optimization to consider the impact to Partial optimization of the testing process before
development process including post-release launching or during updates
Coding optimization by source code analysis Check operation according to specifications

Comprehensive knowledge ranging from
development to testing
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Much enough test engineer resource

In this context, we continued to expand and evolve the value we offer in our enterprise business over H1 of
the current fiscal year.

Conventional QA testing, as | mentioned earlier, is shown in blue boxes here, which is the testing phase in the
final development process, checking the operation according to the specifications. We are strengthening our
efforts, of course, from the design stage, but especially in the stage of development and build.

In this stage, it will be necessary to analyze and verify the source code and others, with the knowledge of
development engineers and from their perspective. By doing so, it is possible to prevent products from
redoing development and delaying the release of products, and to create more advanced, higher quality
products.
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New Service Model of “Shift Left” QA Solution ¥ Dicrrar Hearts Hias,

Provide a total solution of high-value-added “Shift Left” QA solution and high-
efficient conventional QA services.

'3,\€] =y & Providing Total QA Solutions from Development to Post-Release Response
- Deve \ Software &

|
lopment : ; |
o iy Updating/ Repeating test
i and build Testing . P p/ Repeating I
[ i
| “Shift Left” QA Solution I
I High added value + high efficiency Low cost + high quality [
5 . : » Improving the efficiency of the manual testing process by reflecting total |
| > Next-generation QA engineers and test optimization from the development process
engineers participate directly in projects : ST . I
> iR > Test automation tools to match each client’s product or service
Quality improvement of products from : : 4 i
| Falor e RS e S » Implementation of cyber security measures with considering post-release |
i b g Rt » Flexibility of testing execution leveraging abundant game debugging testers
Next generation QA engineer Test engineer Test engineer Test performer Automation tool I
[ e o o P e © © o6 o © o o #
| e T+19700097+ %+ & !
I De elqpme ; Quality Shortening est process Test Cybe_r !
efficiency improvement the term efficiency automation Security 1
I f th i . -
e Conventional type QA service
_______ S, e R e P N A AR A A o sl

Next generation QA engineer | :
(¥1,000K per man/month) i Low cost Ouﬁﬁlgf&“g

Test engineer > Efficiently and flexibly provide a large number of test operators

ot | 1 +RERRRERREDRRDEE

w 1
I
Test operator 1
(¥500K to ¥600K per man/month)
L — e i g e L o I e = —
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We are offering a new service model in this stage.

What is called the conventional QA service model, which | mentioned earlier, is described as low cost here. It
is a model where you have a test designer, and through a lot of people, you test the product in the final
process. What we are doing now is to further brush up on this conventional type of QA testing to improve
efficiency, and at the same time, to provide total QA solutions from the upstream development stage,
including the conventional QA testing services. We are aiming for this shift left QA solution.

Therefore, as we state in the shift left QA solution, our structure is that next-generation QA engineers and
test engineers participate directly in projects and support quality improvement of products from the
development engineer’s perspective. Unlike in the conventional QA services, this will result in a very high unit
price for the next generation QA engineers. As they are full-stack engineers who naturally possess
development expertise, we can therefore charge our clients high fees for dispatching them.

In addition, we will also add test engineers to the team to conduct conventional testing as well. At the same
time, by joining the upstream development stage, we will be able to quickly provide test automation and non-
functional security services. We are promoting this type of service model.
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Case: “Shift Left” QA Solution «D!GITAL HearTts Hrpas.

m Case: A major entertainment content company

Client needs

» New software development project, requiring unprecedented levels of development
speed and software testing quality.

» Improvement of the product quality through software testing, in addition to cost
reduction by outsourcing.

» Establishment of an internal testing model by an in-house development team, not
relying on System Integrator companies.

> Establishment of a post-release testing operation system efficiently responding to

AGEST continuous updates

“Shift Left” QA Solution Conventional type QA services

» A next-generation QA engineer with expertise in both developing : S :
and testing supports to set goals for service quality and to > Ach!eve cost reductions in sof’cw_are testing such as acceptance
review the development process from testing view. testing through appropriate testing for upstream development.

» Support testing design, unit testing, and component testing » Standardize and reduce waste processes such as redoing of
from a software developer's view, in addition to acceptance development after testing as a result of involvement in client’s
testing and operational testing. development team.

» Conduct a Mutation Testing in addition to ordinary unit testing to » Optimize the test automation process by joining from the
improve the accuracy of verification. upstream of development process.

» Support for establishment of in-house quality assurance » Implement usability testing and cyber security testing.

operation including post-release testing.

\/ The first service case of Mutation testing among domestic major QA companies»)

Mutation testing is a method of randomly adding error codes to a program in order to check unit testing

processes appropriately done or not.
*Qur research
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This is an example of a major entertainment content company.

Excuse me, but | will not mention the name of the company because it is still before the release. This company
used to employ a QA vendor since previously. They were a test vendor company that provides the
conventional type QA services. However, the client company naturally needs to be competitive in the future,
so they need to speed up their development, and at the same time, they need high QA standards.

In addition, by launching their software product fast, additional development will occur more and more after
the release. Thus, they need to establish a QA implementation system after the release of the product.

What we proposed was to provide next-generation QA engineers with knowledge of both development and
QA, and to propose a review of the development process itself, and to provide support in the areas of unit
testing and component testing, i.e., testing that examines codes traditionally conducted by development
engineers.

In addition, we are probably the first in Japan to introduce a new method called mutation testing. This is a
form of unit and code testing in which error codes are intentionally planted to increase the accuracy of unit
testing. This initiative is designed to reduce the number of defects in the latter stage of development.

In addition, there is the establishment of a QA system after the release. The test automation process
contributes to this post-release testing. By proposing this type of service, we are promoting an approach that
is different from the services that the client had received in the past. We believe that this need will continue
to grow very rapidly.
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Building a Business Basement for Medium- to

Long-term Growth «DIGITAL HearTts Hrpgs.

In 1H, completed the development of PP&T (People, Processes, and Technologies)
as the Enterprise Business basement for sustainable future growth.

Reinforce engineer human resources Pursuit advanced quality technologies and
to improve the quality of software development of sustainable training model
> Next-generation QA engineers and \ / » AGEST Testing Lab. to develop testing
test engineers with expertise in People technigues in new areas such as Al
testing techniques testing.
> Test operator teams with high » AGEST Academy as in-house training
efficiency and flexibility curriculum for producing next-
generation QA engineers.

> Unique model of recruitment and
M&A to continuously reinforce

human capital Process Technology

Standardize i lyi ith |v | # . £
andardize in complying wi v a Expand technology-oriented services

international standards

> Standardized quality of test services > High quality of testing service by
by complying with "ISO/IEC/IEEE utilizing global, state-of-the-art test
29119" automation tools

> Developing standards as best practice » Improvement of efficiency by
by combining international standards utilizing tools such as impact
with front-line knowledge analysis and CI/CD
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In order to build this value and continue to provide it, we were building a business basement during H1.

We have an internal term called PP&T, the business basement that we have set forth. PP&T refers to “people,
process, and technologies”. We believe that we will be able to further expand the value we provide by firmly
establishing these three elements.

| will discuss them in more detail later, but first, let's look at the people. This is to expand next-generation QA
engineers and test engineers with expertise not only in the conventional QA testing model, but also in the
methodology held by the developer. During H1, with the aim of reinforcing these human resources, we
conducted recruitment and built a new M&A model. In addition, we are building a training model that pursue
the ever-evolving technologies and continue to produce the human resources needed to sustain the
expansion .

As | discuss it later, we have established a laboratory called AGEST Testing Lab. This allows us to continue to
research new testing technologies. In addition, we have established AGEST Academy as the in-house training
curriculum for producing next-generation QA engineers.

Next, regarding the process of PP&T, in many cases, each testing company conducts its testing based on its
own standards. We are not looking for that kind of quality, so we have standardized the quality of test services
by complying with ISO/IEC/IEEE 29119, the international standard that allows any engineers to provide a
certain quality.
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Furthermore, in terms of expanding technology-based services, we aim to provide high quality, state-of-the-
art automation tools on a global basis, tailored to the needs of our clients. We completed this structure in H1
of the current fiscal year.

Experts Supporting the Enterprise Business / Dicrrar Hearts Hrpes.

Establish PP&T as the Enterprise Business platform
by bringing together experts from the frontline of the software testing industry.

People Process

o>

Mr. Yohei Takagi
o\ Y The first Japanese [ISO/IEC/IEEE
g . 29119 Training Trainer].
Dr. Juichi Takahashi Mr. Rex Black Executive Officer of AGEST, Inc.,

A pioneer in software testing in Japan. Weorldwide authority on software our subsidiary.

Holds a PhD in software testing and has testing with many published works.

published many works. Former president of the ISTQB. Dr. Stuart Reid

Director and CTSO of AGEST, Inc., our

subsidiary The founder of the ISTQB. The T I

convener of ISO Software Testing h g y
% p Working Group 26, which has ec no 0
published software testing standard,
-~ "ISO /IEC/IEEE 29119."
: g | ?
Dr. Hironori Washizaki_ ¢
l__ect Le_l;,_th_e_un_' sity of Professor, Mr. Hung Nguyen
Electro-Communications =~ WASEDA University Unlver5|ty of Nagasaki ’ Worldwide authority on
Researcher of Al products and Researcher in agile development.  Researcher in Securi software testing. The co-
President of NPO %STER 9 P Testing. ty M‘M author of the bible for test
(Association of Software Test A former CTO in DMM.com LLC.  engineers. Founder of our
Engineering). Worked on expanding and subsidiary LOGIGEAR
training the company’s CORPORATION.
engineers for seven years.
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In order to establish PP&T as the enterprise business platform, we have assembled a group of experts who
share our approach to testing and who are from the frontline of the software testing industry on a global scale.

Dr. Juichi Takahashi, CTSO, or chief test solution officer, of AGEST, our subsidiary, is one of the leading test
engineers in Japan, is the driving force behind our education and research.

To support this, we have succeeded in getting a curriculum from Mr. Rex Black, who was the president of the
ISTQB, the International Software Testing Qualifications Board.

At the same time, in the education and process-related area, we are getting help from Dr. Stuart Reid, who
was the founder of the ISTQB, and acted as chair of ISO Software Testing Working Group 26, which has
published software testing standard, ISO/IEC/IEEE 29119. From Dr. Reid, we have succeeded in obtaining the
ISO 29119 process and educational curriculum.

Regarding the Process, Mr. Yohei Takagi, Executive Officer of AGEST, is playing a central role in expanding
education and research.

In addition, regarding the Technology, we need to use the best global tools. We have a subsidiary company,
LOGIGEAR CORPORATION, located in Silicon Valley. Mr. Hung Nguyen, representative of LogiGear, has been
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at the forefront of test automation for more than 20 years. Mr. Nguyen and our CTO, Mr. Kazutaka Jokura,

are working together to acquire cutting-edge technologies.

In addition, research on new techniques is also necessary, so together with the University of Electro-
Communications, Waseda University, and University of Nagasaki, we are researching correct testing
techniques for products using Al, agile testing techniques, and security techniques that conduct analysis at
the code level. We are building a system to make this into curricula for the academies and to link them to our

services.

People: Engineer Human Capital Model

Our unique human capital model of engineers, with testing engineer group
including next-generation QA engineers, supporting the improvement of clients’

software quality, and with test operating teams with high efficiency and flexibility.

m Structure of Engineer Human Capital

Next-generation QA engineer
The highest-class QA engineer with knowledge of both software
development and testing to contribute to client’s service quality
improvement for all from development to post-release.

L1 _Dwisllofltdchnbloagyl 1 |
. VIR (=2 ety oiest* vh i et A
Test engineer

Specialists of software testing from planning and
designing in conventional QA services to test automation w

and security services.
Testing plan Testing design
Gyber Securty

T w
Test operator ® O ® O w [ ] i

® O o o
Testers who efficiently and flexibly
implement software testing with designed
testing processes.
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In line with this, we have drawn up our own human capital model.

«DIGITAL HearTts HrpGs.

This is based on an idea that fostering full-stack engineers, who are considered being next-generation QA
engineers, will be important. With these next-generation QA engineers at the top, we will have a thick layer

of test engineers who conduct conventional testing as well as functional and non-functional testing.

In

addition, there is a group of test operators who efficiently and flexibly implement software testing. We have
defined these three layers of human resources as our image of human capital structure, and we will work to

strengthen these layers.
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People: Enhancement of Engineer Human «D ; ;
Cap|ta| IGITAL HEARTS HLDGS.

Enhancing human capital of engineers and test operators sustaining
the Enterprise Business through recruitment, M&As, and internal training,
aiming for sustainable growth.

Recruiting and headhunting -Ir.r-house
training system
> Improve recognition through branding activities > © AGEST Academy
(PR, owned media, seminars, etc.)

» Enhance AGEST recruiting team J ). ( NeXX generatlon
> Strengthen collaboration with agents “ | i Q englneer
n M&As including business successions ' ”“‘*-m-”
» Acquire software testing and/or development o o
s AIYY T
companies tﬂ[ ,31 | Test engineer
» Acquire SES firms with engineers | R

> Succeed QA division from development company

H Hiring inexperienced personnel and training

> AGEST Academy elementary level curriculum S Sh M e Test operator
» Recruit candidates with no engineer experience
> Shift in-house game testers from the ‘YT Y

Entertainment Business w T T
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This model of enhancement is divided into three main parts.

First, we are promoting recruiting and headhunting for immediate mid-career talent by strengthening our
branding.

Second, | will explain this later, but through M&As, we will strengthen our engineers by acquiring testing
companies or SES companies.

Thirdly, this is nurturing human resources. We have a talent pool in the entertainment business, so we are
looking for in-house testers in a career change from that pool. In addition, we have not done much potential
hiring until now. We have not done this much, partly because we did not want to lower the level of our services.
However, now that the number of senior engineers has increased, we would like to hire potential employees,
including inexperienced ones, in order to scale up the relevant human resources in the future.

Our goal is to build a system that these three layers will lead to sustainable growth through in-house training.



People: Strengthen Recruitment and
Retention through Spin-off of AGEST

«DIG]TAL HearTts HLDGs.

The spin-off of AGEST in April 2022 clarifies the unique corporate culture of both
businesses and progress improvement of market recognition, recruitment, and

retention of human resources.

AGEST

Recruitment

Recognition

Actively participating
of CTSO in seminars To open new specialized
recruiting sites for engineers

in November

aoesT

r RIS A5
S EATAETE?

o MR ATA T e
o

vz
WRCEATIE K

e WIEQAE
Tidabashi tech center ) ﬂ!fd/«—wul
opened for engineers

s

;
| "Tech Blog" opened in
AGEST website
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Entertainment Business

«DIGITAL HEeARTS

Strengthen recruitment of
game testers in collaboration with
GameWith, Inc.

v

YenTrd, %

HWELELAE Introduce a new personnel
sErLER! system specializing in game
ETED J industry professionals

Increase employees’
motivation

Renewed website with
a focus on "games”
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Specifically, the first one is to strengthen recruitment in the People.

We spun off AGEST in April this year. DIGITAL HEARTS HOLDINGS tended to be recognized as an
entertainment-oriented company. However, this spin-off of AGEST has allowed us to brand ourselves as a
tech company. As the CTSO actively participated in seminars and the Tech Blog was opened on the AGEST
website, the market is finally beginning to recognize us as a tech company.

As a result, while we used to have difficulty in recruiting employees through referrals and through media, the
situation greatly improved in H1 of the current fiscal year.

In addition, although this may have been an effect as a byproduct, separating the entertainment business has

increased employees’ motivation and there is growing awareness of providing a higher level of entertainment
services. As a result, we believe that the business was able to steadily increase sales in H1.
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People: Acquire Engineers through M&A « Dicitar Hearts Hrpas.

By utilizing our solid cash flow and strong financial base, promote recruitment of
engineers through aggressive M&A and business succession.

m Case examples

Software development Software Testing Engineer SES .
gorm e Major software developer
company (Mid-size) Company company (Mid-size)
- = Improvement of B e Focus on its software
O S‘,JCCQSS’O,H, QA technology and s ] development business
needs of its founder

needs of its founder

business growth as its areas of strength
* 5 o ®

-'1"'7 i M
‘ INle
| b

L UL
|

e W | N | L ' = bt 11
Development engineer Test engineer Diverse IT personnel Test Engineer
ﬁ Share ﬁ Share Transfer human g:gég:; B of Business
transfer transfer resources QA division alliance

> Acquisition of highly experienced engineers

AGEST » Opportunity to change in assignment to our customers

> Education and workplace environments specializing in QA solutions

Our advantage Engineering benefits

*Quick expansion of human capital «Opportunity to acquire QA expertise
sAcquisition of highly skilled engineers «Improvement of career paths and salary levels
sIncrease unit price of engineers sIncrease in motivation
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Next is the M&A strategy.

We have been involved in a variety of M&A activities, and | believe we have established a model for M&A.
First, at mid-sized software development companies, we can obtain development engineers, and from there,
according to our model, they will change their career to next-generation QA engineers through our
educational curriculum.

We are also strengthening our approach to software companies and SES companies. On the far right, there is
the succession of the QA division of a major software development company. | think this was the biggest
factor in H1. As a matter of course, major software developers have their QA divisions. However, since their
core businesses are development and SI, each development company focuses its investment on the
development division.

Meanwhile, the QA unit needs increasingly complex and sophisticated technologies, and growth cannot be
envisioned without a well-developed education curriculum and a career path to these technologies. As our
needs of these areas matched those of Sobal, and we took over the QA business from Sobal to expand our
growth.

As a result, we were able to expand human capital in such a short period of time. At the same time, from

Sobal's point of view, they came to be able to improve engineers’ career paths and raise their salary levels.
We will continue to strengthen these efforts.
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People: Build a Model to Train Next-generation

QA Engineers «DlGlTAL Hearts Hipgs.
Established AGEST Academy in April 2022, an educational institution for
systematically learning advanced technologies.

Promoting the development of next-generation QA engineers by combining
research at Testing Lab. with frontline on-site knowledge.

AGEST Academy with knewledge of global standards, Enhance human capital such as
research institutions, and frentline experiences. next-generation QA enginasrs

Knowledge of experts, including worldwide
authorities on software testing

Special training curriculum to develop
next-generation QA engineers

Educational institution

AGEST Testing Lab., researching latest
software testing methods AGEST Academy

Updating to latest test techniques

Experience and knowledge from the
frontline including customer trends.

Utilizing various testing methods to
meet changing needs
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Thirdly, we will build a model to train next-generation QA engineers.

As | mentioned earlier, we have gathered a group of experts, including world-class authorities. By H1 of the
current fiscal year, we have generally developed a curriculum and begun education. At the same time, AGEST
Testing Lab. is updating various cutting-edge technologies, including new testing techniques, such as the
mutation testing | mentioned earlier.

In addition, since we are engaged in a maximum of nearly 3,000 projects a year, we will inject the knowledge
we have cultivated through these projects into AGEST Academy, our educational institution, and through the
special training curriculum there we will develop next-generation QA engineers. We believe that this will allow
us to sustainably enhance our human capital.
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(Reference) AGEST Academy Curriculum ' Dicirar Hearrs Hipes

A curriculum to train next-generation QA engineers in addition to supports
for the basic knowledge and ISTQB qualifications.
Contents

Testing methods Software Development and others

Case, Smart City, Al,
Next-generation QA Leading-edge QA technology corporate management, —
accounting and industry knowledge

Qualification

Curriculum

Agile knowledge

Agile testing Knowiledge of TDD/BDD/ADD Team management Certified scram master
Advanced QA technology .?.:2‘?&2::?:::;2221{ (P{:j:cczor::an:cg:wi;:‘tmmm Project Management Professional
Testing methods &i’g‘;’/ﬁm devepmen: g?j;;’;?g;g{iﬁfg/os — System Architect (IPA)
Basic Lv.3 Zﬁx&m"& PMBOK) Introduction to Programming ISTQB TM /IVEC Lv.5
Basic Lv.2 igmﬁoguﬁﬁymmﬁgis - 1STQB TA/ IVEC Lv.3-4
Basic Lv.1 ol tocs B ol = ISTQB FL/IVEC Lv.1-2

Basis of testing techniques

Commenced sales of AGEST Academy elementary education programs to clients

Provided to a major telecommunication company and a electronic component trading firm
as part of new graduate training and basic training programs for mid-career recruitment

Copyright® 2022 DIGITAL HEARTS HOLDINGS Co., Ltd. All Rights Reserved. 39

For your reference, we will show you what kind of education is done in the elementary course of the AGEST
Academy Curriculum.

All employees will do this, and from there, they will gain additional expertise. As they have to acquire expertise
in quality and testing techniques and aim to be full-stack engineers, the curriculum will inject the knowledge
about development or the industry in order to offer solutions that are available only from to our Company.

As is shown in the topic below, the AGEST Academy's educational curriculum has been well received and
external sales of its elementary education programs have already begun to several client companies. Reacting
to the good reputation, as we announced yesterday, we plan to launch the external sales program in a full-
fledged way.
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People: Reinforcement of Engineer Human
Capital

Increase in the number of next-generation QA engineers and test engineers to
drive the growth, by strengthening branding and marketing, recruiting initiatives,
M&As, and in-house training, mainly at AGEST, Inc.

m Increase in Engineer Human Capital

As of March 31, 2022 As of September 30, 2022

>

(Candidates for Vall-of-tdeHnoejogy———1—
next-generation QA engineers) i | Bt ey | ]

. As of March 31, 2022 As of September 30, 2022
Number of test engineers 2 8 ) 4 9

As of March 31, 2022 As of September 30, 2022

153 » 308

TILITTIITY
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Test operator

«DIG]TAL HearTts HLDGs.

As a result, in H1, we increased the number of next-generation QA engineers, who are quite high-level

engineers, from eight at the end of March to 14 at the end of September.

Furthermore, through this academy, we have been developing our engineers, and the number of candidates
for next-generation QA engineers increased from 28 at the end of the previous fiscal year to 49, and the
number of test engineers as the base nearly doubled the end-March figure. We are gaining confidence that

our efforts have been shown by the numbers.
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Process: Standardization in Compliance

with International Standards «D'G”"‘L s Hrbis,

Standardize the quality of QA services in accordance with the international
standard for software testing [ISO/IEC/IEEE 29119].

From Good Practice to Best Practiqe
with our unlque now-how

QA service quality in compliance with
the global standarc

ISO/IEC/IEEE 29119 AGEST X

ISO/IEC/IEEE 29119

The world's first testing standard, designed el
to be used m.any. form of so are testing Experience and knowledge Good practices that
by any organization, as a gl°bal standard. from over 3,000 testing condenses the knowledge

projects per year of global experts

KQ,?. P erson Yohei Takagi (Executive Officer, Head of QA Division of AGEST, Inc.)

As the first Japanese [ISO/IEC/IEEE 29119 Training Trainer], he led the
introduction and training of our group ISO/IEC/IEEE 29119.

IS0 29119 Certified Tester, and the first fully qualified senior test technician
(test manager, test analyst, technical test analyst) at ISTQB.

v
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Next, the process of PP&T.

In this process, Mr. Takagi, as | mentioned earlier, is leading the standardization in compliance with ISO 29119.
In addition, we would also like to customize our services by leveraging our unique knowledge and experience

to provide best practices.
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Technology: Expansion of Technology-
Oriented Services

Expand technology-oriented services to support the efficient and precise

testing through the development of unique tools and the collaboration with

alliance partners.

«DIGITAL HearTts Hrpgs.

Test automation tools Other tools

Our group original Our group original Our group original

V TestArchitect KI“J \nsw

For a variety of software YO e

For Oracle For Oracle
(only for load testing)

C Autify “v-:mabl
For a variety of software For a variety of software
WORKSFT.
. For SAP .
Selenium appium
For the Web For mobile apps
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Our group original

Impact analysis tool for Oracle

MAMBO MERGE

For Salesforce
Document creation tool

2 Panaya

Impact analysis tool for SAP
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Regarding tools in the Technology, we are unique in that we have our own in-house test automation tools.
We have our original test automation tools like TestArchitect, which we have been talking about for some
time, and other unique ERP related tools of test automation and load diagnostic tool, for Oracle. Since we

need to use the world’s most advanced tools, we have formed collaboration with our alliance partners.

These Autify and mabl are said to be the best tools in the world. We are now working as a strategic partner
with each of them. There are actually cases where client companies that want to implement mabl or Autify
ask us to help them to introduce the tools. We believe that this is also a positive byproduct of the alliances.

There is also another tool for impact analysis for Oracle and others. This tool seeks a very high grade of
efficiency. So, we can provide the best solutions for our clients by using this impact analysis tool and other

tools.
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M&A Strategy as a Growth Driver ' Dicirar Hearrs Hipes

Accelerate the business growth by M&As aimed at acquiring engineers and
technical capabilities.

Obtain engineer Strengthen technical
human resources capabilities and know-how

D ——————

Acquired approximately . Acquired know-how and original tools of
400 test engineers Longeor test automation

% Acquired around X Acquired Oracle test know-how and
= 20 test engineers dws proprietary test automation tools

ke

c 1 Acquired imatel —
»->0Da 13‘3';;:33&’22:: ey & Acquired SAP know-how

(Succession through Absorption-type Company Split)

. . Acquired a pool of engineers, 3
|d entlty more than 7,000 freclances - Acquired Salesforce know-how

Resolution of the equity finance (Stock acquisition rights)

Purposes
I. Waiting funds for future M&A
II. Repayment of existing M&A bank loans

- III. Expenses for R&D initiatives and recruitment
*Procurement amount as of October 31, 2022: approx. ¥0.8 billion and training of engineers

Exercise pe,riod: Ju|y 20, 2022 to July 19' 2024 *Transaction size amounts (plan) may increass or decraase if the exercise price is
revised or if the acquisition rights are not exercised during the period.

Transaction size (plan) Approx. ¥4.2 billion
{Approximate amount after payment of expenses)*
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Moreover, the M&A strategy will become even more important as a growth driver.

We have already conducted M&As with several companies in the past. Basically, we seek to quickly acquire
engineering personnel and strengthen our technical capabilities and expertise. We intend to concentrate on
these two points in our M&A activities.

In the past, we have acquired 20 test engineers from ANET, 130 from Sobal, and 400 people from LogiGear.
We have also consolidated identity, a pool of freelancers.

We have succeeded in acquiring new know-how in our weak areas of enterprise resources planning and
customer relationship management by obtaining all shares of DEVELOPING WORLD SYSTEMS LIMITED, or DWS,
which is strong in Oracle test know-how. We also acquired CEGB, which is strong in SAP know-how, and MK
Partners, Inc., which is strong in Salesforce know-how. As we have succeeded in acquiring such new expertise
through M&As, we will continue to accelerate our efforts in this area.
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M&A Criteria «DIGITAL Hearts Hipas.

Strategic growth through M&As following strict guidelines

M&A Strategy
1. Strict ROIC standards to maintain higher investment efficiency and profitability
*ROIC=EBITDAX (1-effective tax rate)+(interest-bearing debt+shareholders' equity)

2. Targeting companies with future growth potential and current stable profitability
3. Well-balanced PMI initiatives between its organic growth and synergies with our group

To obtain engineer human resources
- Software testing companies

- - Companies with engineers especially for development of open systems
Target companies - SES providers with rich human resources as own employee

To strengthen technical capabilities
- ERP-related service providers in Japan

Net sales: ¥0.5 - 3.0 bn
Number of engineers: 30 — 150 engineers
Acquisition price: Max. ¥3.0 bn

Number of ;
Around 2-3 projects per year as a plan

- Internal Investment Committee from various views including business
Governance operations, legal, finance, HR, and others.
- Board of Directors including counsel from outside directors who have

knowledge and experience in M&As or finance.
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Size of target
companies

For your information, as we have repeatedly put this out, but our basic policy for M&As is to make appropriate
investments while maintaining good governance.
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Sales Ta rg ets «DIGITAL Hearts Hipas.

(JPY bn)
55.0
e o ¥50.0 bn
50.0 W Enterprise Business
45.0 .
Global and others 7=
40.0 Domestic Debuggi N : ;
RS o7 Enterprise Business
35.0 Sl - ¥ 25.0 bn+a
30.0 P
/”Enterprise Business
25.0 ¥22.6bn " gver CAGR 40%
£ (Including effects of M&A and synergy) - ¥ 5.0 T 10-0 bn
20.0
Global and others
15.0 Over CAGR 30% Entertainment Business
¥4.1bn (Including effects of M&A and synergy)
0.0 mmndes + ¥23.0bn+a
Domestic Debugging
5.0 CAGR 5 = 10%
(Including effects of M&A and synergy)
0.0 I
FY2020 FY2023
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With these growth strategies, we will continue to aim to achieve our medium-term sales target of JPY50 billion,
of which the key components are the rapid expansion of the enterprise business and M&As. We aim for JPY25
billion and some addition for the enterprise business, and JPY23 billion and some addition for the
entertainment business.
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Medium-Term Targets (FY2021-FY2023) ' Dicirar Hearrs Hipes

023 Target

Group Business <FY2020 Result> <FY2021 Result> <FY2023 Target>
Consolidated Sales ¥22.6 bn ¥29.1bn >> ¥50.0bn
ROIC (*1) 16.8% 22.0% >> over 15%

- 2 : 5 projects
M&A and Alliances 3 projects 3 projects >> (it Fyeais]
Number of Clients in Japan 878 1,005 >> 2,000
as a Group companies companies companies
Number of IT Human
Resources incl. Qualitist -2) 4,5 17 people 10,660 people >> 20,000 people

Female Managers Ratio 10.7% 11.8% >> over 20%

(ratio to total managers) (*3)

#1 ROIC=EBITDAx(1-effective tax rate)=(interest-bearing debt+sharehclders' equity)
#*2 Qualitist...Our original term for specialists contributing to quality incl. engineers
Copyright© 2022 DIGITAL HEARTS HOLDINGS Co., Ltd. All Rights Reserved. *3 Calculated from the data of our group companies in Japan

These are the specific numerical medium-term targets.

For the fiscal year ending March 2024, we aim at sales of JPY50 billion, ROIC of over 15%, five M&A projects,
and 2,000 client companies in Japan.

As for the SDGs, we would like to achieve steady growth with a pool of IT human resources of 20,000 people
and a female management ratio of over 20%. We look forward to your continued support.

That is all from me.

[END]
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