TAKACHIHO KOHEKI CO., LTD. Interim Financial Results for the Fiscal Year Ending March 2025

Moderator: Ladies and gentlemen, thank you for your patience. The meeting of TAKACHIHO KOHEKI CO.,
LTD. will now begin with the presentation of interim financial results for the fiscal year ending March 31,
2025. Thank you very much for taking time out of your busy schedule to watch this program today.

| would like to explain today's schedule. First, Takanobu Ide, President and Chief Executive Officer, will give
an executive summary, followed by Masaya lwamoto, General Manager of Administration Dept., who will
present the cumulative second quarter financial results for the fiscal year ending March 31, 2025, then
Naoko Tsuruho, General Manager of Corporate Planning Dept., who will present the full-year forecast for
the fiscal year ending March 31, 2025, and then President Ide will again give a progress report on the
medium-term management plan.

There will be time for questions and answers afterwards. For questions and answers, please enter your
qguestions through the Q&A function. You can send the questions even in the middle of the description.
Please note that we will not read out the name of the person who asked the question, only the text of the
question will be read on his/her behalf. You may ask your questions anonymously.

Please understand that it may be difficult to answer all questions due to time constraints.

The briefing is scheduled to end at approximately 15:20. A questionnaire screen will appear after
completion. Your cooperation in answering the questions would be greatly appreciated.

Now then, President Ide, please accept my best regards.
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[Reference Material] Medium-Term Management Plan 2022-2024
https://www.takachiho-kk.co.jp/pdf/plan pdf/plan2022-2024(en).pdf

Ide: | am President and Chief Executive Officer. Thank you very much for watching today. Today, we will
proceed as indicated in the table of contents shown on the screen.
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1.Executive Summary

1. Executive Summary

Executive Summary

[Millions of yen]

Q Second Quarter of the Fiscal Year Ending March 31, 2025 <Results>

[Net sales and Operating profit] Net sales and operating profit increased year on year. The two
main points are as follows.

1. Cloud Services & Support: An increase in the number of licenses in Cloud Services and
acquisition of new maintenance confracts

2. Systems: Sales of security systems for offices of foreign-affiliated companies grew, and
profitability improved in Global

Net income decreased from the previous year affected by foreign exchange losses, but
surpassed the Q2 forecast of 540 million yen driven by increased operating profit

Q Full Fiscal Year Ending March 31, 2025 <Plan>

- Aim to achieve the full-year plan mainly through business growth in Cloud Services & Support

[Net income]

» Annual dividends per share is forecast at 160 yen (+2 yen from the previous year)

02 Recnits B Change Full Yo plan | Rate of progress
Net Sales 12,729 13,314 +585 26,900 49.5%
Operating profit 713 936 +222 2,050 45.7%
Ordinary profit 1,057 811 (245) 2,000 40.6%
Net income 717 594 (123) 1,490 39.9%

We will start with the executive summary. For the first half of the fiscal year ending March 31, 2025,
consolidated net sales were JPY13,314 million, operating income was JPY936 million, ordinary income was
JPY811 million, and net income was JPY594 million.

Both net sales and operating income increased YoY. The first factor was due to the number of cloud service
licenses accumulated in Cloud Services & Support and the acquisition of new maintenance contracts.

The second is due to strong sales of security systems for offices of foreign-affiliated companies in systems
and an improvement in the global profit margin.

Net income decreased from the same period last year due to the impact of foreign exchange losses but
exceeded the first half forecast of JPY540 million due to an increase in operating income for the reasons
explained earlier.

There are no changes to the full-year plan for the fiscal year ending March 31, 2025, from the figures
announced in May. The company plans net sales of JPY26,900 million, operating income of JPY2,050 million,
ordinary income of JPY2,000 million, and net income of JPY1,490 million.

The annual dividend per share is planned to be JPY160, an increase of JPY2 from the previous year.

That's all for the executive summary.
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2.Financial Results for the Second Quarter of Fiscal Year Ending March 31, 2025
Consolidated Financial Highlights

2. Financial Results for the Second Quarter of Fiscal Year Ending March 31, 2025 @

Consolidated Financial Highlights [Milions of yen]

Strong performance in Cloud Services & Support, resulting in H1 operating profit of the highest levels since the
Company's listing

Net income surpassed the H1 forecast due to an increase of operating profit, although foreign exchange losses
were recorded.

FY3/24 FY3/25 YoY FY3/25 Rate of

Q2 Results Q2 Results change Full Year Plan progress

Net Sales 12,729 13.314 +4.6% 26,900 49.5%
Gross profit on sales 2,966 3,356 +13.2% 6,900 48.6%
Gross profit ratio (%) 23.3% 25.2% +1.9pt 25.7% -
:
Operating profit 713 936 +31.2% 2,050 45.7%
Operating profit ratio (%) 5.6% 7.0% +1.4pt 7.6% -
Foreign exchange gains 298 - - - -
Fareign exchange losses - 147 - - -
Ordinary profit 1,057 811 (23.2%) 2,000 40.6%
Ordinary profit ratio (%) 8.3% 6.1% (2.2pt) 7.4% -
Profit before tax 1,064 815 (23.4%) - -
E;fgi“gﬁﬂfzfrgt 717 594  (17.2%) 1,490 39.9%
EPS 79.17 yen 65.08 yen (14.09 yen) 163.09 yen -

Iwamoto: | am lwamoto, General Manager of Administration Dept. | will now explain the financial results for
the second quarter of the fiscal year ending March 31, 2025.

The first will be the consolidated financial highlights. In the second quarter of the fiscal year ending March
31, 2025, operating income increased 31.2% from the same period last year to JPY936 million, thanks to
strong performance in Cloud Services & Support. As for operating income for the first half of the year, we
have recorded the highest profit since listing for the second consecutive year.

Although net income decreased from the same period of the previous year due to a non-operating foreign
exchange loss, it exceeded the first half forecast of JPY540 million due to higher operating income.
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Results by Segment

2. Financial Results for the Second Quarter of Fiscal Year Ending March 31, 2025 @

Results by Segment [Nillions of yen]

Sales and profits increased due to strong performance in Cloud Services & Support and by shaking off one-time
expenses in the previous fiscal year in Systems.

FY3/24 FY3/25 Increase/ Percentage FY3/25 Rate of
Q2 Results (*) Q2 Results Decrease change Plan progress
Cloud Services Netsales 1,439 1,773 +333 +232% 4,200 42.2%
& Support Operating profit 239 386 +146 +61.2% 730 52.9%
Operating profit ratio (%) 16.6% 21.8% +5 2pt - 17.4% -
Systems Net sales 4,365 4726 +361 +8.3% 9,600 49 2%
Operating profit (97) 84 +181 - 380 22.2%
Operating profit ratio (%) (2.2%) 1.8% +4 0pt - 4.0% -
Devices Net sales 6,923 6,814 (109) (1.6%) 13,100 52.0%
Operating profit 571 465 (106) (18.6%) 940 49 5%
Operating profit ratio (%) 8.3% 6.8% (1 5pt) - T 2% -
Consolidated Net sales 12,729 13,314 +585 +4 6% 26,900 49 5%
total Operating profit 713 936 +222 +31.20% 2,050 457%
Operating profit ratio (%) 5.6% 7.0% +1.4pt - T.6% -
m Net sales (YoY) m Operating profit (YoY)
+361 13,314 +181 936
12,729 +333 N T 713 +146 .
Q2FY3/24  Cloud S&S Systems Devices Q2 FY3/25 Q2FY3/24  Cloud 3&3 Systems Devices Q2 FY3/25
(*) The figures for the fiscal year ended March 31, 2024 have been restated to reflect the change in segment classification (Please refer to page 16 for details) T

Next, | will explain our performance by segment. Cloud Services & Support sales increased 23.2% to
JPY1,773 million, operating income rose 61.2% to JPY386 million, and the operating margin rose 5.2
percentage points to 21.8%.

System sales increased 8.3% YoY to JPY4,726 million, operating income increased JPY181 million YoY to
JPY84 million, and the operating margin increased 4 percentage points to 1.8%.

Net sales of devices declined 1.6% YoY to JPY6,814 million, operating income fell 18.6% to JPY465 million,
and the operating margin declined 1.5 percentage points to 6.8%.

In addition to the strong performance of Cloud Services & Support, the absence of additional construction
costs this fiscal year for the fire protection systems business, which were incurred in the Systems segment in
the previous fiscal year, contributed to the significant improvement in the operating profit.
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Results by Segment (Cloud Services & Support)

2. Financial Results for the Second Quarter of Fiscal Year Ending March 31, 2025 @

Results by Segment (Cloud Services & Support) [Nillions of yer]

Net sales 1 ,773 million yen (+333 million yen) B Net sales (1) Rate of progress 42.2%

Growth due to an increase in the number of licenses and acquisition of Yoy +23.29,

large projects in Cloud Services, and acquisition of new contracts and o =0

expansion of existing contracts in Maintenance 1772

- 1,439 .

Operating profit 386 million yen (+146 million yen)

Growth due to increased sales in Cloud Services and improved

profitability of the Maintenance business FY3i24 FY3/25 FY3/25 Plan
Q1 mQ2

[Net sales by type] (1) B Operating profit (1)

Rate of progress 52.9%

[ ] [ Yoy +61.2%
Q2 FYa/24 Q2 FY3/25 FY3/25 Plan
m Maintenance 788 848 2,100 386

Cloud Services 651 925 2,100 239 “
[Met sales change factors (Yo'Y)] m

® Maintenance business
(+) Acquired new contracts

. L . . Fy3/24 FY3/25 FY3/25 Plan
(+) Expansion of existing contracts due to expansion of customers’ locations
® Cloud Services business Q1 mQz
(+) Increase in the number of licenses ) ) ) o
(+) Payment for purchase of equipment and initial costs due to new B Operating profit ratio (by quarter) 1)

acquisitions for the network products on the cloud 20.6% 23.0%

+++ Newly adopted by large companies including hotels and restaurant 19.0% - 18.0%
chains 13.4% '
[Quarterly operating profit ratio change factors (YoY)]

Q1: Increase in fransfer of sales (*2) with increased sales of Auto Mailing Insertion
Systems and decrease in part of selling, general and administrative expenses
Q2: Increase in sales for Cloud Services, maintenance contracts price revision,

and decrease in part of selling, general and administrative expenses Q1FY324 Q2FY324 Q3FYY24 Q4 FY324 Q1 FY3R5 Q2 FYaes

{*1) The figures for the fiscal year ended March 31, 2024 have been restated to reflect the change in segment classification (Flease refer to page 16 for details)
(*2) Conceming the maintenance provided free of charge in the first year after the sales of products in the Systems segment, and amount equivalent to the cost of the maintenance is 8
transferred to Cloud Services & Support sales

The following is a detailed explanation of each segment. First of all, sales of Cloud Services & Support
increased by JPY333 million from the same period of the previous year to JPY1,773 million.

In the maintenance business, revenue increased due to the acquisition of new contracts and expansion of
existing contracts as customers expanded their locations.

In the cloud services business, revenue increased as the number of licenses accumulated. In addition,
equipment and up-front costs also boosted results, as cloud networking products were adopted by hotels,
restaurant chains, and other large companies.

The operating profit was JPY386 million, up JPY146 million from the same period last year, due to increased
revenue from cloud services and improved profit from the maintenance business.
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MSP Services Contract Status

2. Financial Results for the Second Quarter of Fiscal Year Ending March 31, 2025 @

MSP Services Contract Status

= MSP Services KPlIs

Number of contracts
As of September 30, 2024

Number of new contracts
April 2024 to September 2024

Monthly cancellation rate*
April 2024 to September 2024

1 8,929 licenses 1,635 licenses 0.76%

" Number of MSP service contracts

20,000

18,929

18,000
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14,000
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10,000
8,000
6,000
4,000
ulll

, _—=unll
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(*) Monthly cancellation rate: Number of contract cancellations in @ month / Total number of contracts at the end of the previous month 9

The next graph shows the status of contracts for MSP services, the mainstay of the cloud services business.
The MSP service is a service that allows outsourcing of maintenance, operation, and monitoring of cloud

network products. For an overview of the services, please refer to page 32 of the financial results
presentation.

The number of subscriptions for MSP services at the end of September 2024 was 18,929 licenses. New
subscriptions for the current fiscal year totaled 1,635 licenses, with a monthly churn rate of 0.76%.
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Results by Segment (Systems)

2. Financial Results for the Second Quarter of Fiscal Year Ending March 31, 2025

Results by Segment (Systems)

[Millions of yen]

Net sales 4 726 million yen (+361 million yen)

[Net sales change factors (YoY)] (*)

® Retail Solutions (%)
Rate of progress 46 6%

Growth of sales of security systems for offices of foreign-affiliated YoY +2.6%
companies in Business Solutions o
1603 1,645
Operating profit 84 million yen (+181 million yen) m
Improved by shaking off one-time expenses in the previous fiscal year
and focusing on high-profitability projects in Global and increased sales in| FYand FY3/25 FY3/25 Plan
Business Solutions a1 a2

@ Business Solutions (%)

+312 +6 4.726
4.365 A Rate of progress 54.1%
YoY +23.1%
e ] 1354 1,667
1,125
Q2 Fy3i24 Retail Business Global Q2 FY3/25
® Retail Solutions
FY3/24 FY3/25 FY3/25 Plan
(+) Surveillance cameras and facial recognition systems for GMS al  ma2
+++ Capturing replacement demand
(-) Security systems for apparel stores ® Global
-+ + Absence of sales for large projects in the previous year Rate of progress 47 3%
® Business Solutions YoY +0.4%
(+) Access control systems and surveillance cameras for offices of
foreign-affiliated companies 1.407 1413
+++ Capturing demand related to office expansions and relocations m 713
® Global
(+) Fire protection systems
-++ Grew by acquiring large projects, despite the impact from delays FY3/24 FY3125 FY3/25 Plan
in development of a national power plan of Thailand al mQ2
(*) The figures for the fiscal year ended March 31, 2024 have been restated fo reflect the change in segment classification (Please refer to page 16 for defails) 10

Next is the performance of the systems segment. Net sales increased JPY361 million from the same period
last year to JPY4,726 million. Business Solutions led the way, with strong sales of security systems to offices

of foreign-affiliated companies.

Operating income was JPY84 million, up JPY181 million from the same period last year. The improvement

was mainly due to the elimination of additional construction costs for fire protection systems incurred in the
previous fiscal year in the global market, as well as a focus on high-profitability projects.

By sub-segment, sales in the Retail Solutions segment increased by JPY41 million from the same period last
year to JPY1,645 million. Sales to GMS were strong, capturing replacement demand for surveillance cameras
and face recognition systems.

On the other hand, sales to the apparel industry decreased in the current fiscal year, as large projects were
recorded in the previous fiscal year.

Next, Business Solutions sales increased by JPY312 million from the same period last year to JPY1,667
million. Sales of access control systems and surveillance cameras to offices of foreign-affiliated companies
grew as they captured demand from expanding offices and relocations.

Support
Japan 050.5212.7790 North America 1.800.674.8375 —_ SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com ™ Asia’s Meetings, Globally

8



Finally, global sales were JPY1,413 million, up JPY6 million from the same period last year. Continuing from
the previous year, Thailand's National Electricity Plan has been delayed. As a result, some projects for power

plants are still halted.

Despite this situation, the Company was able to win large projects, resulting in a slight increase in the sub-

segment total.

Results by Segment (Devices)

2. Financial Results for the Second Quarter of Fiscal Year Ending March 31, 2025 @

Results by Segment (Devices) [Milions of yen]

Net sales 6,814 million yen ((109 million) yen) ® Electronics
Rate of progress 53.1%

Decreased due to production adjustments of customers in Electronics.
Growth of sales for cash equipment and multifunctional machines in
Mechatronics _
YoY (9.2%)
Operating profit 465 million yen ((106 million) yen) 4638
' 4,211
Affected by decreased sales in Electronics, recording of one-off 2165
expenses, and declined gross margin due to exchange fluctuations 1,874
[Net sales change factors (YoY)]
6,923 317 6,814
_ FYa/24 FY3/25 FY3/25 Plan
427
“2n) Q1 mQ2
@ ’ Croctron o @ ¢ Mechatronics
02 ectronics Mechatrenics FY3i2s Rate of progress 50.3%

¢ Electronics
(-) Customers continued to consume inventories
++» Especially impacted products for amusement and industrial equipment YoY +13.9¢
(+) Electronic components for consumer equipment o A0
*++ Production of final products increased due to strong sales
[Compared to plan]: Delivery of backlog proceeded better than expected in the - 2,602
first half of the fiscal year 2,285

® Mechatronics 1,243 m

(+) Mechanical components for cash equipment and multifunctional machines
*++ Cash equipment: Increased demand for replacing cash equipment for
new banknote printing in July 2024

+++ Multifunctional machines: Production units increased due to the progress
of “relurn-to-office™ FY3/24 FY3/25 FY3/25 Plan
(+) Mechanical components for housing equipment - + » Adoption of planning and Q1 mQ2

development products and their horizontal expansion proceeded

Next are the details of the performance of the devices segment. Net sales decreased JPY109 million from
the same period last year to JPY6,814 million. In mechatronics, sales for money machines and MFPs were
strong, but in electronics, customers' production adjustments affected sales, resulting in a decline.

Operating income was JPY465 million, down JPY106 million from the same period last year, due to lower
gross margin resulting from lower sales and one-time charges in electronics and foreign exchange
fluctuations.

By sub-segment, Electronics sales decreased by JPY427 million from the same period last year to JPY4,211
million. In electronics, we were affected by the ongoing digestion of semiconductor inventories on the part

of our customers.
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Despite these conditions, sales of end products for consumer products, in which our company is employed,

were strong, and production volume increased and remained strong.

In addition, progress against the full-year plan was 53.1%, as delivery of the backlog of orders progressed
better than expected in the first half of the fiscal year.

Next, sales of mechatronics increased JPY317 million from the same period last year to JPY2,602 million. In

mechatronics, sales of mechanical components for money machines grew, capturing demand for the new

banknote printing. Mechanical components for MFPs also performed well as production of MFPs increased

due to a return to the office.

In addition, the adoption of planned and developed products for kitchens and other residential facilities and

their horizontal development also contributed to our business performance.

Capital Efficiency Improvement Status

2. Financial Results for the Second Quarter of Fiscal Year Ending March 31, 2025

Capital Efficiency Improvement Status

Hold inventories to appropriate levels by capturing backlogs of orders and strengthening order control
Review the transaction terms of receivables and payables and aim to improve capital efficiency

[ Inventories

] [ Trade receivables

Number of days for turnover

954
83:__,_,4\8& ’
Balance
[Millions of yen]
5,143
4,880 '
I I !
As of As of As of
March 31, March 31, September 30,
2023 2024 2024

[Ca

Mainly due to a decrease in orders
and deliveries of devices
(electronics)

954
929 81.5
-9 62.9
6,600
6,235
5,628
3,059
As of As of As of As of
March 31, March 31, September 30 March 31,
2023 2024 2024 2023

lculation Formula]

] Trade payables

57.0 53.6
2024 2,913
As of As of
March 31, September 30,
2024 2024

Turnover of inventories = Inventories (average balance at beginning and end of period) / Cost of sales x

number of days

Turnover of irade receivables = Trade receivables (average balance at beginning and end of period) / Net

sales x number of days

* Trade receivables = Accounts receivable + Notes receivable + Contract assets + Electronically recorded

monetary claims (-) Contract liabilities (advances received)

Turnover of irade payables = Trade payables (average balance at beginning and end of period) / Cost of

sales x number of days

12

Number of days: As of March 21: Calculated on 365 days, As of September 30: Calculated on 183 days

Next, | will explain the status of capital efficiency improvements. Inventories totaled JPY4,518 million at the

end of September 2024.
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It has decreased by approximately JPY600 million since the end of March, mainly due to the delivery of
backlog of orders for devices. However, we recognize that the level is still high, and we will continue our
efforts such as controlling orders.

With regard to receivables and payables, the Company intends to improve cash flow by reviewing
transaction terms and advancing negotiations.

That is all from me. Thank you very much.

3.Forecast for the Fiscal Year Ending March 31, 2025
Consolidated Profit & Loss <Forecast>

3. Forecast for the Fiscal Year Ending March 31, 2025 @

Consolidated Profit & Loss <Forecast> [Millions of yen]

Increased sales and profit is forecast by shaking off one-time expenses (Systems) in the previous fiscal
year and growth, mainly in the Cloud Services & Support business

FY3/24 FY3/25
Increase  Year-on-Year
Results Plan
Net sales 25,224 26,900 +1,675 +6.6%
Gross profit on sales 6,051 6,900 +848 +14.0%
Gross profit ratio (%) 24.0% 25.7% - +1.7pt
Selling, general and 4,585 4,850 +264 +5.8%
administrative expenses
Operating profit 1,465 2,050 +584 +39.9%
QOperating profit ratio (%) 5.8% 7.6% — +1.8pt
Qrdinary profit 1,835 2,000 +164 +8.9%
QOrdinary profit ratio (%) 7.3% 7.4% - +0.1pt
Profit attributable to owners 1.437 1,490 +52 +3.6%
of the parent
ROE (%) 8.6% 8.6% - -
EPS 158.46 yen 163.09 yen +4.63 yen -
a(f:r;nual dividends per share 158 yen 160 yen +2 yen )
(*) Annual dividends per share: Calculated by dividing the full amount of net profit by the number of shares at the end of the period, in accordance with the 100% 14

payout ratio policy (EPS is calculated by dividing net profit by the average number of shares outstanding during the period )

Tsuruho: | am Tsuruho, General Manager of the Corporate Planning Dept. | will now explain our full-year
forecast for the fiscal year ending March 31, 2025. For the fiscal year ending March 31, 2025, we plan net
sales of JPY26.9 billion, gross profit of JPY6.9 billion, operating income of JPY2.05 billion, ordinary income of
JPY2.0 billion, and net income of JPY1.49 billion.

We plan to increase revenue and profit by growing Cloud Services & Support in addition to eliminating the
cost of additional work on the fire protection system in this fiscal year, which was incurred in the previous

fiscal year.

Support

Japan 050.5212.7790 North America 1.800.674.8375 _ SCRIPTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com S Asia’s Meetings, Globally

11



The projected ROE is 8.6%, EPS is JPY163.09, and the annual dividend per share is planned to be JPY160.

Net Sales and Operating Profit by Segment <Forecast>

3. Forecast for the Fiscal Year Ending March 31, 2025 @

Net Sales and Operating Profit by Segment <Forecast>  puiions of yeny

FY3/24 FY3/25 Increase/ Percentage
Results (*) Plan Decrease change
Cloud Services Net sales 3,113 4,200 +1,086 +34.9%
& Support Operating profit 529 730 +200 +37.9%
Operating profit ratio 17 0% 17 4% +0 4pt
Systems Net sales 9,275 9,600 +324 +3.5%
Operating profit (72) 380 +452
Operating profit ratio (0.8%) 40% +4 8pt
Devices Net sales 12,835 13,100 +264 +2.1%
Operating profit 1,008 940 (68) (6.8%)
Operating profit ratio 7.9% 7.2% (0.7pt)
Consolidated total Net sales 25224 26,900 +1,675 +6.6%
Operating profit 1,465 2,050 +584 +39 9%
Operating profit ratio 5.8% 7.6% +1.8pt
W Net sales by segment B Operating profit by segment
o 25224 26,900 e
25.000 - 2,050
20,000 - 1,465 730
15,000
. . 529 o
um: 500 1,008 -2 940
G ey P Frazs
B ciouwsas B sytems B Devices B ciouwdsas B systems B Devices
{*) The figures for the fiscal year ended March 21, 2024 have been restated to reflect the change in segment classification (Please refer to page 16 for details) 15

Next is the forecast for net sales and operating income by segment. For the fiscal year ending March 31,
2025, we plan a 34.9% YoY increase in Cloud Services & Support sales to JPY4.2 billion and a 37.9% YoY
increase in operating income to JPY730 million.

Similarly, the company plans system sales of JPY9.6 billion, up 3.5% from the previous year, and operating
income of JPY380 million, up JPY452 million from the previous year.

Next, we plan device sales of JPY13.1 billion, up 2.1% from the previous year, and operating income of
JPY940 million, down 6.8% from the previous year.
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Cloud Services & Support Net Sales <Plan>

3 Forecast for the Fiscal Year Ending March 31, 2025 @

Cloud Services & Support Net Sales <Plan> [Milions of yen]

Aiming to achieve the plan by accelerating our efforts to acquire new Cloud Services contracts and expand
maintenance contracts.

[Breakdown by

B Net sales (Cloud Services & Support)
Maintenance/Cloud Services]

[Maintenance]

Rate of progress 42.2% 4200 (+) Acquire large-scale maintenance contracts
N (+) Expansion due to increasing locations of existing
contracts, etc.
3113 3113 (+) Effects of revising existing contracts and SPOT
- _ 2100 pricing
) 1.439 [Cloud Services]
1,773 1,773 - MSP Services++ Strengthen distributor
measures and acquire large projects targeting
886 925 2100 large companies
1,674 - Network products on the cloud- - - Expected to
848 grow through adoption of products for factories
and logistics facilities
FY3i24 FY325 FY3125 FY3/24 1H FY3/25 FY3i25 « Other+ Increase in cross-sales with the
Resuit Result Plan Result Result Plan plalfonn “Cloom" as a starling pDiI’It and
. i strengthen the new products launch
Q1 mQ2 =mQ3 mQ4 mMaintenance ®Cloud Services
[Breakdown by type (Cloud Services)] Recategorizing segments (previous explanation repeated)
2,100 B Recategorized: Cloud-based network
B MSP Services cisco products
B Network products on the cloud M r, |<
1,439 Other Cloud Services - EraKl  gecordedin the Systems segment up to FY3/24

* Please refer to page 31 for Cloud -
925 651 Services Lineup 3
e = Recorded in the Cloud S&S from FY3/25
B

582
296 Cloud-based wireless Reason: Sales of subscription services grew,
) 727 LAN increasing its importance.
331
FY3/24 1H FY3/25 FY3/125 * The figures for cloud-based network products in fiscal year ended March 31, 2024 are categorized
Result Result Plan under the Cloud Services & Support segment in the Financial Results materials and Factbook.
(*) The figures for the fiscal year ended March 31, 2024 have been restated fo reflect the change in segment classification (Please refer to page 16 for details) 16

From here, we will take a closer look at sales by segment. First is Cloud Services & Support. We plan full-year
sales of JPY4.2 billion, of which JPY2.1 billion will come from the maintenance business and JPY2.1 billion
from the cloud services business. Progress in the first half against the full-year plan is 42.2%.

In the maintenance business, we aim to achieve the plan by acquiring large maintenance contracts,
expanding existing contracts, and revising prices.

For the cloud services business, we will first strengthen our agency policy in MSP services. In addition, we
will target large companies to obtain large-scale projects.

As for cloud-based network products, growth is expected for factories and logistics facilities.

In addition, we will increase cross-sales of cloud services, starting with our self-developed platform, Cloom,
and strengthen the launch of new commercial products, such as cyber security, in order to expand our cloud

services.
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Systems Net Sales (by sub-segment) <Plan>

3. Forecast for the Fiscal Year Ending March 31, 2025

Systems Net Sales (by sub-segment) <Plan>

[Millions of yen]

Focusing on steadily completing inspection of large projects toward the end of the period and
increasing profitability in Global.

m Net sales (Systems) Rate of progress

[Retail Solutions] (%) Rate of progress

, 46.6%
49.2% _ o
9,275 3131
820
LI 767 1,645
2,131 4726 785 m
2416 FY3/24 FY3/25 FY3/25
Plan
Q1 mQ2 mQ3 w4
FY324 FY3/26 FY3/25 [Business Solutions] () Rate of progress
Plan 54.1%
Q1 mQ? =03 =4 3,044
1,082
Forecasts for H2 1,667
607
® Retail Solutions 949 m
(+) Facial recognition and surveillance cameras for GMS
»++ Capturing expansion and replacement demand FY3/24 FY3/25 FY3/25
(-) Security systems for apparel++ Decrease due to the absence of large projects in Q1 mQ2 =Q3 mQ4 Plan
the previous fiscal year [G lo bal] Rate of progress
. . 47.3%
® Business Solutions 3,039
(+) Security systems for data centers and offices of foreign-affiliated companies 874
{+) Security systems expansion and replacement for manufacturing industry in Japan 756 1413
682 713
® Global
(-) Decrease in sales due to focusing on high- profitability projecis
FY3/24 FY3/25 FY3i25
Q1 mQ2 mQ3 mQ4 Plan
(*) The figures for the fiscal year ended March 31, 2024 have been restated to reflect the change in segment classification (Please refer to page 16 for details) 17

Next, | will explain the sales plan for the system. We plan full-year sales of JPY9.6 billion, of which JPY3.53
billion will come from retail solutions, JPY3.08 billion from business solutions, and JPY2.99 billion from global
sales. Progress in the first half against the full-year plan is 49.2%.

In retail solutions, sales are expected to be strong for GMS, capturing demand for expansion and
replacement of surveillance cameras and face recognition systems.

In addition, we expect a decrease in sales to the apparel industry from the previous year due to the strong
performance of large-scale projects in the previous fiscal year.

In business solutions, growth is expected for data centers and security systems for offices of foreign-
affiliated companies. We also expect to add or replace security systems for domestic manufacturers.

In the global market, we expect a decrease in sales amount as a result of focusing on projects with high

profitability.
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Devices Net Sales (by sub-segment) <Plan>

3 Forecast for the Fiscal Year Ending March 31, 2025 @

Devices Net Sales (by sub-segment) <Plan> [Milions of yen]

Aiming to achieve the plan targets by strengthening sales to the strong markets, although impacts from production
adjustments of customers are anticipated to continue.

m Net sales (Devices) = —
ate of progress 52.0% orecasts for

83
® Electronics
(-) Affected by production adjustments of customers+ - » Recovery in orders received

[4,]

)

D is expected from Q4
(+) Consumer equipment: « » Production volume of final products are expected to

3.351 6.814 keep growing
(+) Power modules- - » Strong performance of products for Al servers

® Mechatronics

(+) Mechanical components for housing equipment« « + Adoption of planning and
development products and their herizontal expansion
(+) Mechanical components for multifunctional machines « - » Increase in production
affected by “retum-to-office”

FY3/24 FY3/25 FY3/25

Plan
Q1 =mQ2 mQ3 mQ4
[Electronics] [Mechatronics]
3 Rate of prc
8,344 e
1,433
2272
4.2 2,602
FY3i24 FY3/25 FY3/25 FY3/24 FY3/25 FY3/25
Plan Plan
Q1 mQ2 mQ3 mQ4 Ql mQ2 mQ3 mQ4

Next, | will explain our device sales plan. The company plans full-year sales of JPY13.1 billion, of which
JPY7.93 billion will come from electronics and JPY5.17 billion from mechatronics. Progress in the first half of

the year against the full-year plan is 52%.

In the electronics business, we plan to decrease sales for the full year from the previous year in view of the
impact of production adjustments by customers. Among the positive items are power supply modules for
consumer electronics and Al servers, whose end products are performing well.

Despite the difficult business environment, we aim to achieve our full-year plan by strengthening sales to

favorable markets.

In mechatronics, the impact of the new banknote printing will disappear in the second half of the year, and
we expect strong sales of planned and developed products used in housing equipment, which were also
strong in the first half of the year, and mechanical parts for MFPs.
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Quarterly Performance Trends

3. Forecast for the Fiscal Year Ending March 31, 2025 @

Quarterly Performance Trends [Millons of yen]

As our products are frequently associated with facility investments, mainly in the Systems segment,
sales are typically weighted towards Q4 and Q2, aligning with customers’ investment periods.

B Net sales by quarter B Operating profit by quarter
27,500 1,600
25,000

1,400
22,500
1,200

20,000
17,500 1.000
15,000
800
12,500 AT
10,000 6,892 600
7,500
400
5,000
200
2,500
0 0 /
FY3/21 FY3/22 FY3/23 FYy3i24 FY3/25 FY3/21 FY3/22 FY3/23 FY3/24 FY3/25
Q1 Q2 Q3 m04 Qi nQz mQ3 Q4

The next slide here shows the composition of quarterly results. Please refer to the following table for
information, as some of the figures were less than 50% in terms of progress by segment.

To date, the Company's results have tended to be weighted toward the fourth quarter, followed by the
second quarter. This is mainly due to an increase in installation completions and acceptance inspections in
September and March, the months of the fiscal year, as products in the systems segment are often the
subject of capital investment for customers.
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Shareholder Returns

3. Forecast for the Fiscal Year Ending March 31, 2025 @

Shareholder Returns

Annual dividends for the FY3/25 are planned to be 160 yen per share (interim: 58 yen per
share, year-end: 102 yen per share)

Shareholder Return Policy in the Medium-Term Management Plan 2022-2024
Maintain a dividend payout ratio of 100% until ROE achieves 8% on average over three fiscal

aha

years (") in an effort to actively return profits to shareholders without increasing shareholders’
equity

100% dividend payout ratio until ROE of 8% is achieved on average
for three fiscal years

Actual ROE Forecast ROE
8.6% 8.6%

B Annual dividends per share (yen)

Actual ROE
7.7%

+25 yen +2 yen
Special dividend
Lower limit of
dividends
__________________________________ 24 yen
FYai24 FY3/25
Forecast
(*) Average over three fiscal years: Average of the three most recent fiscal years from the fiscal year ended March 31, 2023, the first year of the Medium-Term Management Plan. 20

Finally, there is shareholder return. For the fiscal year ending March 31, 2025, we plan to pay an annual
dividend of JPY160, up JPY2 from the previous year. Based on the consolidated earnings forecast and
assuming a payout ratio of 100%, the interim dividend will be JPY58. The Company plans to pay a year-end

dividend of JPY102 per share.

That is all from me.
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4.Progress of the Medium-Term Management Plan 2022-2024
Overall View of the Medium-Term Management Plan 2022-2024

4. Progress of the Medium-Term Management Plan 2022-2024 @

Overall View of the Medium-Term Management Plan 2022-2024

LCE UL ~Towards our 100th anniversary - Creating new value in a new normal era~

slogan

Achieve ordinary income of 2.0 billion JPY and current-term net income of 1.4
Increase billion JPY for FY3/25.
shareholder value Set the KPI for our new medium-term management plan to

for three fiscal years and implement our business plan and capital policies

Limit increases in equity capital in order to improve return on invested capital and the
balance sheet
o | Maintain a dividend payout ratio of 100% until the average ROE for three years exceeds 8%
Capital strategy Consider using interest-bearing debt for control capital costs.

Growth strategy for new business transformation:
» Promotion of strategies for loyal customers/Growth of service business/Creation
of future core businesses

Business strategy = Strengihening the managemernt base

Set aside a total of 3.0 billion yen over 3 years for a strategic investment framework_

Establish an Investment Committee and sirengthen supervisory, examination, and
monitoring functions to be camied out at the time of execution.

Establish a Nomination and Compensation Commitiee to ensure faimess, objectivity,
and transparency.

Set KPIs for capital efficiency in executive compensation to promote management from
the perspective of shareholders.

Governance
Accelerate the transition from goods to services

22

Ide: | will now explain the progress of the medium-term management plan. The slogan of our medium-term
management plan, which began in April 2022, is "Creating New Value in the Era of the New Normal.”
Regarding numerical targets, we have set ordinary income of JPY2 billion for the fiscal year ending March 31,
2025, and ROE of 8% on average over the three-year period of the medium-term management plan.

To achieve this goal, we have pursued various initiatives related to governance, business strategy, and
capital strategy.
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Progress of the Loyal Customer Strategy

4 Progress of the Medium-Term Management Plan 2022-2024 @

Progress of the Loyal Customer Strategy

0 Loyal Customer Strategy (*) Loyal customers: Customers with annual net sales of 30 million yen or more per company

The strategy aims to create satisfied customers by providing added value and seeks to strengthen relationships.

Numerical Target (1) Numerical Target (2)

Loyal customers: A“'e’a%ﬁ;g;f:r'ss toall @ Progressin H1 FY3/25
over 130 companies up 20%

Steady progress with an increase of 8
companies YoY
<Average annual net sales to all customers> 11.4M Yoy

13?[‘\] - Gu'l//‘. 11‘}'.UF

<Average net sales to all customers (6 months)=

11.9M

10.6M 10.7M

YoY
+8

<Number of Loyal Customers> companies

71
<Number of loyal customers (6 months):

FY3/23 1H FY3i24 1H FY3/25 1H

+ Average net sales to all customers steadily increased @

+ Cross-sales between segments and sub-segments increased
(Number of customers with cross-sales records out of all customers:
+T companies YoY)

FY3/i21 FY3/22 FY3/23 FY3/24 FY3/25
23

First, let me explain the progress of the loyal customer strategy. A loyal customer strategy is one in which
we aim to create satisfied customers and strengthen relationships by providing added value.

Loyal customers are defined as those with annual sales of JPY30 million or more per company. The strategy
sets two numerical targets. The first is to increase the number of loyal customers to over 130 companies.
Another is to increase the average sales of all customers by 20%.

The average sales target for all customers was achieved one year ahead of schedule for the fiscal year
ending March 31, 2024, so the target for the current fiscal year is JPY14 million. As for progress in the first
half of the year, the number of loyal customers reached 71 companies, an increase of 8 companies
compared to the same period last year, which means that we are making good progress.

Average sales for all customers have also increased steadily so far, up 11% from the same period last year.

Cross-selling between sub-segments has also increased, with the number of customers with cross-selling
results among all customers up 7 so far from the same period last year.
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Future Core Business: Cyber-security

4. Progress of the Medium-Term Management Plan 2022-2024 @

Future Core Business: Cyber-security

Cyber-security business has grown to be one of our future core businesses as we proceeded to
concentrate resources.

Cyberattacks against companies have worsened No. of Reported Ransomware Cases (‘)

- Ransomware incidents are increasing, resulting in more cases where companies are

leakages

Security risks are increasing in the manufacturing industry due to the introduction of I I I I I I
loT at factories and an increased number of network connections
Shortages of security professionals are challenges especially for small and medium-

forced to suspend their business operations on top of being subjected to information
sized companies 2020 2021 2021 2022 2022 2023 2023 2024

.

punoibyoeg

.

-

. OT Security: Cyber-security for manufacturing industry

* OT: Operational Technology
Control and operation technology for optimized use of physical systems and equipment used in
factories, etc.

+  August 2024: Business partnerships with Terilogy, which has a track record of
many adoptions, as a sales distributor for Nozomi Networks USA a market leader
in the OT/loT security

2. Expansion of the product line-up mainly targeting mid-tier and medium and small-sized companies

O
c
=
o
c
)
=
o
w
w
Q
)
<
)
(=]
e
3
o
=
.

. My
°ne|09|n ~ Cisco Secure Connect
by (GNE IDENTITY SentinelOne

* Source: Tokyo Metropolitan Police Department, “Threats in Cyberspace in the First Half of 2024 24

Next, | would like to explain our cyber security business, which we are promoting to become one of our
future core businesses. We have started a business in the field of OT security for the manufacturing
industry, where security risks are rising due to the loT and automation of factories.

In August, we entered into a capital and business alliance with Terilogy, which has a proven track record as a
distributor of products manufactured by Nozomi Networks, the market leader in this market, and which has
installed many products.

We are also in the process of expanding our product lineup, primarily targeting small and medium-sized
enterprises (SMEs) that do not yet have cyber security measures in place.

The Company intends to gather resources in the field of cyber security and grow it in the medium to long

term.
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Systems Segment: Security Solutions

4. Progress of the Medium-Term Management Plan 2022-2024 @

Systems Segment: Security Solutions

Aiming for expansion of Security Solutions business including access control systems and
surveillance cameras for data centers, an expected growth business area.

o Our Strengths

Consulting System Design Installation After-sales Services
@ @ @ @
. N . Long-term . . .
Optimal proposal Design for large-scale sites construction management Raise customer satisfaction
Proposal based on experience and Detailed design of hundreds of units | ong-term construction works (1 —2 24/7 monitoring
knowledge accumulated through of surveillance cameras and card  years) management of merchandise On-site maintenance

working on security systems for readers and partner companies
offices of foreign-affiliated companies

Project Management
based on experience and knowledge

0 Net sales forecasts of our data center business

Aiming for
* Number of data center locations more than
X 3.5 compared with FY3/20 W double sales
+ Approx. 20% of Business Solutions
total sales
\T o Data center market in Japan
+ Japan is a central location for data centers in Asia as it gives a
— feeling of security
— , + Adopted by a foreign-affiliated data center operator with leadin
mht:;ﬂ;{_j FY3/25 /"Q:/ Next shar?as in l‘{we globfl market, and the numberpof constructions isg
) Medium-Term expected to grow

Management Plan e . .
+  Ministry of Economy, Trade and Industry promotes investment in

Japanese operators 25

Next, | will explain the business for data centers. This is the business we are doing in the business solutions
of the systems segment.

Currently, this business accounts for about 20% of the sales of the sub-segment Business Solutions, and for
the next mid-term plan, we are aiming to expand this business to more than double the sales of the fiscal
year ending March 2025.

Our strength in this business is our ability to provide a one-stop service, from consulting to system design,
installation, and after-sales service.

In system design, we have designed hundreds of surveillance cameras and card readers.
For installations, we provide long-term construction management, from one to two years.

Our project management is based on our experience and expertise in handling numerous projects, which is

why our clients choose us.

In addition, the domestic data center market is expanding because Japan has become a hub for Asia, and the
Ministry of Economy, Trade and Industry is also promoting investment in domestic operators.

We have been adopted by a foreign data center operator with a large global market share, and that
operator plans to expand the number of data centers it builds in the future.
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Systems Segment: Transition from “product sales” to “service sales”

4. Progress of the Medium-Term Management Plan 2022-2024 TK
Systems Segment: Transition from “product sales” to “service sales”

Retail Solutions strengthened product proposals as a measure to solve issues of customers upon identification.

“Unknown loss reduction program” for retail stores (Segment: Retail Solutions)

Development of a program to reduce merchandise losses tailored to each customer’s situation, based on
our knowledge accumulated through sales of shoplifting prevention systems since 1970.

[Key contents of the program]

1. Store examination, data analysis
2. Implementation of initiatives tailored to the store based on the analysis results

- -+ Improve display, location of surveillance cameras and patrol routes with careful attention to
blind spots, etc.

- -+ Employee education programs including greetings trainings, effective to improve prevention @

of crimes ﬁ
+++ Review operation flow after occurrence of shopliftings, such as information sharing schemes m'h
within stores
3. Verification of the effects
[Proposing products most suitable to solve the issues of customers]
We propose the most suitable products based the customer's issues as identified through the unknown loss reduction program.

. Products: Shoplifting prevention systems, surveillance camera systems, facial recognition systems, and RFID
. Adoption of the new products can be examined through test operations within the program

Launch: September 2024 Launch: June 2024
g PC— Strengthen determination of products to solve
a f Vms I o n r'c pl tq 9 the customer's issues identified through the
g program, etc.
Imaging Al analysis technologies detecting Security tags for self-service
shoplittings checkout

26

Next, | will explain the retail solutions initiatives in the systems segment. In Retail Solutions, we are
strengthening our product offerings as a means of understanding and solving customer issues.

Specifically, we have implemented an unknown loss reduction program for retailers. This will be based on
the knowledge we have gained from selling shoplifting prevention systems since 1970 and will be tailored to
build a program to reduce product loss for our customers.

We also offer these kinds of suggestions on the software side, such as conducting a store survey and using
the results to provide advice on how to display products, where to install surveillance cameras, and training
on how to greet customers to increase crime prevention effectiveness.

Based on the issues identified through this program, we propose the most suitable products to our
customers.

With labor shortages becoming an issue, incorporating the appropriate hardware can help reduce the
workload for employees.

We are also strengthening our product lineup with new technologies, such as veesion, which uses Al-based
video analysis technology to detect shoplifting behavior. We also provide our customers with the best use of
these products in our programs.
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In this way, we aim to increase our market share even in the face of severe price competition by providing

our unique value-added services in retail solutions.

Strengthening the Management Base (Human Resource Strategy), PR/IR

4. Progress of the Medium-Term Management Plan 2022-2024

TK

Strengthening the Management Base (Human Resource Strategy), PR/IR

)

female managers
Personnel system was revised in April, leading to an increased
number of younger and female managers

[Personnel system revisions]

Increased the number of positions by
dividing teams into smaller groups

. Changed classifications

w

m e

Introduced dual-job system
within the Company

Opportunity to experience jobs other than one’s own
department, during work hours

Introduced for the purpose of individual upskilling and
broadening their career options

= Aiming for promotion of active personnel exchanges
to create interorganizational innovation

\ /

~

Progress in appointing younger managers and

. J
4 N

Obtained “Kurumin” certification from Ministry
of Health, Labour and Welfare

Certified as a company supporting childcare [ ] °

. Childcare leave taken by all the eligible employees d
(both male and female)

Promotion of taking paid leaves and reducing
overtime work

= Continue to create work environment where each and every
\ employee can perform at their full potential and play active mley

g )

Enhancement of information release

"J
and corporate PR é*
\
The number of press releases increased
. Made our account with “note” platform (Takachiho Koheki

official note) to be a part of IR note Magazine

The subjects of articles include explanations on financial results and review
of IR seminars for individual investors

Set up the Company's official social media accounts (X,
Facebook)

- /

Next, | would like to explain our efforts to strengthen our management foundation, as well as our public

27

relations and investor relations efforts. First of all, the personnel system was revised in April, which has led

to the promotion of young managers and women to management positions. This was accomplished by

subdividing the team, increasing the number of posts, and changing the grading system.

Six months have passed since the start of the program, and we have added four new managers, especially

younger and female managers, who are very motivated and proactive in their approach to their work, and |

am experiencing this firsthand.

Other initiatives included acquiring Kurumin certification from the Ministry of Health, Labor and Welfare,

and launching an in-house double work system, a so-called in-house side job.

Regarding PR and IR, we are strengthening external information dissemination and corporate PR through

press releases and SNS.

Support
Japan 050.5212.7790 North America
Tollfree 0120.966.744 Email Support

1.800.674.8375
support@scriptsasia.com

SCRIPTS

Asia’s Meetings, Globally

23



Formulation of company purpose

4. Progress of the Medium-Term Management Plan 2022-2024

Formulation of company purpose

Using the power of technology and

® In order to achieve sustainable growth in a
Consideration for a|| world of rapid change, Takachiho Koheki
b - has formulated a purpose that expresses
We create “Demand for the New” in the kind of society it aims to create and
different environments. the significance of its existence.

We strive to make your environment your comfort zone. @ InJune 2024, a workshop was held for all
Somewhere you can pursue your activities freely, employees to formulate ‘My Purpose’, which
speedily, and in your own way, without distraction. woulld help them find the overlap between the

company's purpose and their own values.
For this to happen, we need to enhance the value of e Aiming to improve corporate value by

cutting-edge technology while not forgetting our care
and consideration for all.

Creating solutions so indispensable,
so that when we look back we can say,
“I can't imagine life without this anymore."
Creating solutions with that reputation.

Takachiho Koheki, meeting new needs and creating
“Demand for the New”

increasing employee engagement based on

the formulated purpose :Qi

[The thoughts behind the purpose]

https:/fiwww takachiho-kk.co.jp/purpose/

[The path to formulating a purpose](note)

htips://note.com/akachiho_koheki/n/nEb4i4b0f9517
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Finally, | would like to explain the Corporate Purposes announced in October. Our Purpose was formulated
with the participation of our employees and is to " Using the power of technology and Consideration for all,

We create “Demand for the New” in different environments.”

In these times when the future is said to be difficult to predict, our company of course needs to change. In
this context, we were able to reevaluate what we value. We would like to continue our efforts to increase

employee engagement around Purpose to improve our corporate value.

That is all for the presentation from our company.

Moderator: Thank you very much.
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Question & Answer

Moderator [M]: Okay, we will start the questions and answers session. Please enter your question from the
Q&A function. Now, please ask your questions. First question.

Questioner [Q]: You posted a foreign exchange loss in the second quarter. How does foreign exchange
affect your performance? What is the outlook for our business performance in light of the current
depreciation of the yen?

Tsuruho [A]: |, Tsuruho, will answer this question. In the second quarter, the company posted a foreign
exchange loss of JPY150 million due to the impact of the yen's appreciation from the beginning of the
period, as the exchange rate at the end of September was at JPY143 to the dollar.

Our plan for the current fiscal year is to have approximately 55% of our purchases in foreign currency and
25% of our sales in foreign currency. We, the receivables site is longer than the debt payment site, and at
this assumed rate, the positive foreign exchange gains to be recorded in non-operating income are expected
to be larger than the negative impact on gross profit if the yen continues to depreciate. That is all.

Questioner [Q]: This is the next question. What was the reason for Cloud Services & Support's strong
operating margin of 23% from July to September? Will this high level of operating income margin continue
in the third quarter and beyond?

Tsuruho [A]: Thank you for your question. | will answer this question as well. There were three main reasons
for the strong operating margin in Cloud Services & Support. One was an increase in revenue from cloud
services such as MSP services, which have high profit margins. Second, we have implemented a price
revision in maintenance. Third, personnel costs in the maintenance business decreased as a result of more
flexible personnel allocation. We expect the same level of operating income margin in the third quarter and
beyond, assuming no major changes in the sales composition of each service or special circumstances. That
is all.

Questioner [Q]: This is the next question. The monthly churn rate for MSP services that seems to be
increasing from previous years, what is the reason?

Tsuruho [A]: Thank you for your question. | will answer this question as well. Let me explain why the churn
rate is rising. There are a variety of contract terms for MSP services, but most are generally 3-to-5-year
contracts. As for our MSP service, contracts have been increasing since around 2020, as shown in the graph
here. Many of those contracts are just now coming to maturity.

Basically, since the service is related to telecommunication infrastructure, there are few cases of churn, and
we believe that the churn rate is low, at less than 1%. However, the churn rate is expected to rise slightly
compared to the past, as the number of subscriptions itself has been increasing and the competitive
environment is becoming more intense.

As for this business, our main focus is on distributor sales, and we would like to work to strengthen our
distributor policy so that they will renew their contracts with us. That is all.

Questioner [Q]: This is the next question. What are the challenges of the current mid-term plan from the
president's point of view.
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Ide [A]: | will answer this one. Regarding the challenges of the current mid-term plan, | believe there are two
major ones. The first is a business portfolio that includes overseas subsidiaries. The other is the use of the
Strategic Investment Framework. | think it is a bit of a challenge to utilize this investment framework,
including M&A.

In addition, we are also aware that we are behind in new businesses, which we had set out to grow in the
current mid-term plan. We launched three cloud-based businesses, but we decided to drop some of them,
such as cloud-based RPA, because we launched them a little too early in the market.

We are now working to recover by switching to the cybersecurity business. We will continue to address this
issue in the next mid-term plan. That is all.

Questioner [Q]: This is the next question. Please explain why the system's operating income has improved.

lwamoto [A]: Thank you for your question. | will reply. As | explained earlier, operating income in the
systems segment increased because, in addition to the increase in revenue from business solutions, there
was no additional construction work in the fire protection systems business in Thailand this fiscal year that
was recorded in the previous fiscal year.

Another strong performance was in security systems for retail outlets in Thailand, which explains the
improved profitability of the sub-segment Global. That is all.

Questioner [Q]: This is the next question. What was the amount of impact on sales due to the new bill
printing in mechatronics?

lwamoto [A]: Thank you very much. | will answer this question as well. Regarding demand from the new
banknote printing, the situation was high from around April 2023 to September of this year. Compared to
the first half of the fiscal year ending March 31, 2023, two fiscal years ago, when there was almost no
demand, the first half of the current fiscal year is approximately JPY200 million more. That is all.

Questioner [Q]: This is the next question. Please tell us about the current market conditions for
semiconductors.

Ide [A]: Thank you for your question. | will answer this one. The semiconductor market is still in a very
difficult situation. This is because the customer is still holding a lot of inventory. This is a factor. Especially
for automotive and industrial applications, customers have a lot of inventory.

We expect the business environment to remain difficult in the second half of the fiscal year, but there are
talks of new demand increases, such as for Al servers and next-generation memory, and we expect orders to
recover from January next year onward. That is all.

Questioner [Q]: This is the next question. Please tell us the situation on the use of the JPY3 billion Strategic
Investment Limit.

Ide [A]: Thank you for your question. Here is my response as well. As | mentioned earlier as one of the tasks
of the medium-term plan, the use of this strategic investment quota, the amount of about JPY800 million
that we reported at the end of the previous fiscal year, has already been implemented. Also, we have used
about JPY300 million from the capital and business alliance implemented in August of this year, and about
JPY1.1 billion as of now.
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We are still considering mergers and acquisitions and may continue to use them in the future. We will not
necessarily just use up the Strategic Investment Limit but will continue to consider its use as we assess its
effectiveness. That is all.

Questioner [Q]: That is all the questions we have received, so this is the last question. What are the
prospects for the current fiscal year's plan for Cloud Services & Support, which seems difficult to achieve
given the large amount of stock business.

Tsuruho [A]: Thank you for your question. |, Tsuruho, will answer this one again. Sales are now about 42% of
the full-year plan. We are still behind schedule. As you are aware, it is difficult to achieve rapid growth only
in the stock business, but the cloud service and support includes flow income such as equipment fees at the
time of cloud network product installation and maintenance spot support. We hope to achieve our plan by
extending this area.

In addition, the operating profit margin for Cloud Services & Support, which we received the question
earlier, is higher than expected due to the absence of negative factors from the previous year and the effect
of price revisions and other factors.

Therefore, we would like to firmly achieve our plan for the amount of operating income by maintaining a
solid operating income ratio here. That is all.

Moderator [M]: This concludes the question-and-answer period. Mr. Ide, President, will make a few closing
remarks. Mr. President, please.

Ide [M]: Once again, thank you very much for taking time out of your busy schedule today to listen to our
financial results presentation. Thank you for your continued support.

Moderator [M]: Thank you very much. This concludes today's financial results briefing.

After this, a questionnaire screen will appear. Your cooperation in answering the questions would be greatly
appreciated.

Thank you very much for watching to the end today.

[End]
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Disclaimer

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS Asia
believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript does not
purport to be a complete or error-free statement or summary of the available data. Accordingly, SCRIPTS Asia
does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of the
information contained in this event transcript. This event transcript is published solely for information
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.

In the public meetings and conference calls upon which SCRIPTS Asia’s event transcripts are based, companies
may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results
may differ materially from those stated in any forward-looking statement based on a number of important
factors and risks, which are more specifically identified in the applicable company’s most recent public
securities filings. Although the companies may indicate and believe that the assumptions underlying the
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
looking statements will be realized.
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TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY EVENT
TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

None of SCRIPTS Asia’s content (including event transcript content) or any part thereof may be modified,
reproduced or distributed in any form by any means, or stored in a database or retrieval system, without the
prior written permission of SCRIPTS Asia. SCRIPTS Asia’s content may not be used for any unlawful or
unauthorized purposes.

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice.
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