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Material on Consolidated Financial Results for the First Three
Quarters of the Fiscal Year Ending March 31, 2023

Consolidated Results Highlights




Consolidated Results Highlights ﬁigitalArt&

* In the enterprise section market, the Group won new projects by

7 04 3 offering a new optional function to meet security needs, and DAC
S ontracts 7 million yen maintained steady growth.

(up +578million yen or +8.9% * In the public sector market, orders from public agencies and local

year on year) governments remained strong, despite a reactionary fall from the

peak of new GIGA School Concept projects.

* Net sales increased in the enterprise sector market due to growth in
7 6 5 8 L sales of cloud service products, reflecting an increase in contracts for
4 million yen those products and growth in new customers for DAC.

(up +971 million yen or +14.5% * Inthe public sector market, orders received from public agencies and

year on year) local governments grew significantly, in addition to posted sales of
GIGA School Concept projects.
* In cost of sales, server expenses increased due to growth in
. 11z licenses for cloud service products.
Operating 3,228mllllon yen ud service produ

*  SG&A expenses were affected by an increase in advertising
expenses, including press advertising, and an increase in hiring
expenses after DAC increased consultants.

profit (up +203 million yen or +6.7%

year on year)
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Consolidated Results Summary 5w ﬁigitalArtg

. i i FY March 2023 Full-
(Million yen) First 3 Quarters First 3 Quarters
FY March 2022 FY March 2023 Change YoY Year Forecast

Contracts 6,465 7,043 8.9% -

Net sales 6,686 7,658 14.5% 10,500
Cost of goods sold 1,940 2,651 36.7% 3,350
Gross profit 4,746 5,006 5.5% 7,150
Selling, general and 1,721 1,778 3.3% 2,450
administrative expenses ! ! !
Operating profit 3,024 3,228 6.7% 4,700
Operating margin 45.2% 42.2% - 44.8%
Ordinary profit 3,027 3,241 7.0% 4,700
Profit attributable to

owners of 2,081 2,235 7.4% 3,250
Parent

EBITDA 3,736 3,966 6.1% -

* Financial Forecast is the consolidated financial forecast announced on May 10, 2022.
* EBITDA = Operating profit + Depreciation + Tax expenses included in operating expenses
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Trend in Consolidated Contracts bigitalArts®

Consolidated contracts totaled 7,043 million yen, up +8.9% year on year.

Trend in Contracts (Million yen)
m Cloud service products + Contracts for both cloud services and license
W Licence sales products/others sales increased year on year.
7,043 _ .
+8.9% « Contracts for cloud service products declined
6,465 4

due to a fall in GIGA School Concept projects in

28.8% +15.8% 30.7% the public sector market after penetration, which
$ v was more than offset by steady orders for new
4 1 projects received in the enterprise sector market,
resulting in a 15.8% increase.
+6.2% * Inthe category of license sales products and other,
71.2%

69.3% the reactionary fall from a large government office
project in the public sector market in the previous
fiscal year was more than offset by receiving local

4 government projects and the steady growth of the

First 3 Quarters First 3 Quarters market for enterprises, resulting in a 6.2% increase.
FY March 2022 FY March 2023
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Trend in Consolidated Contracts bigitalArt&

Contracts for cloud service products were strong in the enterprise sector,
except for the impact of GIGA School Concept projects.

i (Million yen) .
GIGA School Con-clt-e::teplr‘t‘)felct:n COI:EII;uadCS::Sice products ¢ ContraCtS for CIOUd SerVICe prOdUCtS
 License sales products/Others 7,043 increased 34.4% (938 million yen in the
6,465 previous fiscal year and 1,261 million yen in

the fiscal period under review) excluding
the impact of GIGA School Concept projects
(1,024 million yen in the previous fiscal year
and 1,000 million yen in the fiscal year
under review).

5,441 6,043

+6.2%

* Contracts for cloud service products
increased, reflecting growing demand for

First 3 Quarters First 3 Quarters security in the cloud environment primarily
FY March 2022 FY March 2023

in the enterprise sector market.
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Trend in Order Backlog

ﬁigitalArt&

Sales of GIGA School Concept projects were posted, and orders for cloud service

projects increased.

Trend in Order Backlog (Million yen)

Sales recorded for the following fiscal year and later

m Sales to be recorded in the next quarters (4Q)

6,190 5,945

A7.1%

827 +16.5% m

End of 3Q FY March 2022 End of 3Q FY March 2023

New contracts for GIGA School Concept projects, many
of which are five-year contracts, have run their course
as a result of the widespread use of learning
terminals*, and sales of GIGA projects will decline
from the next fiscal year. The projects will be moving
to a contract renewal phase gradually.

Sales posted in the fiscal year under review increased
due to a rise in orders for cloud service products, for
which contracts are mostly one-year contracts.

Characteristics of cloud service products (please refer to
supplementary information in pp. 9 and 10)

Contract amount is recorded as sales on a pro rata basis, split into equal
monthly amounts, over the contract period. As a result, the longer the contract
period, the larger the contract amount that is deferred (order backlog).

Since the contracts are renewable at fixed prices (whereas the renewal price for
license sales products is half the contract price for the first year), this recurring
revenue business model creates a stable profit base.

* Progress against the goal of providing a terminal to each pupil in compulsory education
(Ministry of Education, Culture, Sports, Science and Technology)
https://www.mext.go.jp/content/20220204-mxt_shuukyo01-000009827_001.pdf
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Supplement) Method of recording sales by product 0igitaIArts®

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

oOrder I * License fees make up a large proportion of the
backlog R contract amount. This portion is recorded in a lump
| sum as sales in the month when the contract is
! T ! obtained.

993} doueUURW
01 JudjeAinbg

License sales
products

Amount equivalent to maintenance fee is . . .
Soniecss pmratld over contract period "n" +  Amount equivalent to maintenance fee is recorded

on a pro rata basis over the contract period.

99} 9sud|
01 Juareainbg

Y months Y+1 Y+2 Y+n Y+n+1l
(contract months) months months T months months

Contract period (n months) ———»

A

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

Cloud service

Order *  Asthe contract amount of cloud service products
products o

backl ) .
—— rises, the contract amount that is deferred (order
backlog) increases.

Contracts

.U, pouad 10e1u09 JaA0
paleloid S| JUNOWe 19e1U0D

Y months Y+1 Y+2 ... Y+n1l Y+n
(contract months) months months months months

o Copyright © Digital Arts Inc.




Supplement) Relationship between contract amount and sales by product o o
PR > i DigitalArts

Many projects in the public sector market are multi-year contracts, such as five-year contracts.
License sales products and cloud service products both earn from contract renewals.

M License sales products
M Cloud service products

g The diagrams on the left show the relationships between the contract
: . . .
o amount and sales in license sales products and cloud service products on
=3
o) the assumption of a five-year contract with an amount of 500 million yen.
=
=
Q
0
@
vearx Year  Year Year  vyea - Year  Year + Inamulti-year contract for cloud service products, there is a large gap
X+1 X+4  X+5 X+6 X+9 X+10 L.
between the contract amount and sales. The order backlog is high.
Q * For license sales products, a high percentage of sales is recorded at the time
m . .
a 460 of contract conclusion. The amount of contract renewal is half the amount of
o
5 the initial contract. That means a small gap between the contract amount and
4 ..
o i sales and a very limited order backlog.
]
L 100 100 m 1004 100
@
Year X Year ... Year Year Year  Year Year
X+1 X+4  X+5 X+6 X+9 X+10
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Trend in Net sales, Operating profit

Net sales and Operating profit reached a new record high
for the third quarter.

E1Q =2Q m3Q m4Q 9,051

6,825

5,839 5,639

4,126

2,977 2,632

2,627

2,326

% 10,500

2,698

ﬁigitalArt&

(Million yen)

1,687
1,546 1,514 /68
1,348 L2
2,386
825 1,919
740 1,249 683 1,413 1,009
485 31 ’
Net sales Operating Net sales Operating Net sales Operating Net sales Operating Net sales Operating
profit profit profit profit profit
FY March 2019 FY March 2020 FY March 2021 FY March 2022 FY March 2023

*Full-year consolidated financial forecast announced on May 10, 2022

11
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Consolidated Cost of Goods Sold and Selling, General and

Administrative Expenses bigitalAr ts.

First 3 Quarters First 3 Quarters Change .
(Million yen) FY March 2022 FY March 2023 YoY Main Factors for Change

Cost of goods sold 1,940 2,651 +711

DAC increased consultants
Labor 1,090 1, 1 58 +67 Reactionary fall from the large amount of bonuses paid in
the previous fiscal year

Depreciation 627 629 +2
Communication Cloud server expenses rose as a result of sales
expenses 495 850 +354 expansion of cloud products.
Other 494 657 +163
Transfer to other
accounts N768 644 +123
Selling, general and
L . +
administrative expenses 1’721 1’778 56
Personnel expenses 1 032 899 A132 Reactionary fall from the large amount of bonuses paid in
P 4 the previous fiscal year
Advertising expenses 169 230 +60 | Increase due to and press advertising.
Other 519 648 +129  Hiring expenses swelled after DAC increased consultants.
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Quarterly Trend in Consolidated Cost of Goods Sold ﬁigitalArts

+ Labor expenses swelled after DAC increased consultants.
(Million yen)

+ Cloud server expenses rose as a result of sales expansion of cloud products.

The business entered the phase of a decrease in new contracts for GIGA School Concept projects

and growth in expenses gradually decreases. 1,204
i Transfer to other accounts 1,102
@ Cost of goods sold 2425220
other
946 201 L
m Communication expenses 247 %
Depreciation 839 ;
793 153
/23
151
210
609 622 141
110, ., 121, B8 -
f - S 206
% ﬁ 198
203\ : §
1Q 2Q 4Q 0

FY March 2021 FY March 2023
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Quarterly Trend in Consolidated Selling, General and Administrative

Expenses

« Increase due to and press advertising.
- Hiring expenses swelled after DAC increased consultants.

m Personnel expenses

m Advertising

other 660
609
574 558
169 526
501 499 485 487
229
414 191 105 204
195 153 166 159
161 77
32 51 70 &
272 277 263 302 280
1Q 2Q 3Q 1Q 2Q 3Q 4Q 1Q 2Q
FY March 2021 FY March 2022 FY March 2023

14

bigitalArt&

(Million yen)

609

214

3Q

Copyright © Digital Arts Inc.



Summary of Consolidated Balance Sheet ﬁigitalArt&

The financial health continued to improve, with an equity ratio of 67.1%.

As of end of 3Q As of end of Change from end
(ilionyery P March 2022 FY March 2022 FY March 2023 of FY March 2022
Current assets 15,959 17,105 17,631 +3.1%
Cash and deposits 14,255 15,773 16,072 +1.9%
Non-current assets 2,274 2,236 2,209 N1.2%
Total assets 18,233 19,341 19,840 +2.6%
Current liabilities 6,857 7,130 6,442 N9.7%
Advanced received 5,644 5,684 5,326 N6.3%
Non-current liabilities 50 50 50 N0.1%
Equity capital 11,297 12,129 13,314 +9.8%
Net assets 11,325 12,159 13,347 +9.8%
Equity ratio 62.0% 62.7% 67.1% -
ROE 19.5% 26.2% 17.6% -
ROA 12.6% 17.0% 11.4% -

15
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OigitalArts.

Material on Consolidated Financial Results for the First Three
Quarters of the Fiscal Year Ending March 31, 2023

Non-consolidated Results Highlights
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Summary of Non-consolidated Results bigitalArt&

. First 3 Quarters First 3 Quarters FY March 2023
(Millon yen) FY March 2022 FY March 2023 CEmeE Ve Full-Year Forecast

Contracts 5,706 5,978 +4.8% -

Net sales 5,928 6,593 +11.2% 9,000
Cost of sales 1,312 1,769 +34.8% 2,150
Gross profit 4,615 4,824 +4.5% 6,850
T e 1,635 1,629 sos 2,250
Operating profit 2,980 3,194 +7.2% 4,600
Operating margin 50.3% 48.5% - 51.1%
Ordinary profit 2,986 3,202 +7.2% 4,600
Profit 2,063 2,213 +7.3% 3,200

* Financial Forecast is the non-consolidated financial forecast announced on May 10, 2022.
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I Usgiaans

Material on Consolidated Financial Results for the First
Three Quarters of the Fiscal Year Ending March 31, 2023

By Market
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Consolidated Contract Amount by Market ﬁigitalArt&

Trend in Consolidated Contract
Amount by Market

7,043

(+8.9%)

(Million yen)

* In the enterprise sector market, in addition to
growth in contracts for cloud service products in
response to arise in demand for cloud services, the
contract amount rose 586 million yen or 18.2% due
to increased orders received resulting from the
additional functions of i-FILTER and m-FILTER
series, new contracts that the Group won by
implementing a sales promotion strategy with to
specific targets, and the growth of DAC.

6,465

£2.3% Consumer

Public
A0.0%

* In the public sector market, the contract amount
Enterprise decreased 1 million yen, or 0.0%, after meeting
demand for GIGA School Concept projects for the
time being despite growth in orders received from
public agencies and local governments.

+18.2%

First 3 Quarters First 3 Quarters
FY March 2022 FY March 2023

Copyright © Digital Arts Inc.



Consolidated Net sales by Market

Trend in Consolidated Net Sales by

Market o
7,658 (Million yen)
(+14.5%)
Consumer
6’686 +0.1%
Public
+15.1%
Enterprise

+15.5%

First 3 Quarters
FY March 2022

First 3 Quarters
FY March 2023

In the enterprise sector market, net sales for
cloud service products increased due to a rise
in contracts in response to growing demand for
cloud services, in addition to growth based on
new customers for DAC, resulting in an increase
of 515 million yen (15.5%).

In the public sector market, net sales rose 456
million yen, or 15.1%, reflecting a high volume
of orders received for the projects of public
agencies and local governments, in addition to
posted sales of GIGA School Concept projects
that had continued since before the previous
fiscal year.

ﬁigitalArt&
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Trend in Consolidated Net Sales by Market DigitalArts

(Million yen)

Net sales for three quarters reached a record high, bolstered by strong 7,658

kyyAl Consumer

performances in the enterprise sector and public sector markets.  cac

Public
4,750
4,166 4,141
3,518 3,551
2,747 1,655
2,325
1’975 2,124 1,523
Enterprise

2,134

1,740

FY Mar. 2013 FY Mar. 2014 FY Mar. 2015 FY Mar. 2016 FY Mar. 2017 FY Mar. 2018 FY Mar. 2019 FY Mar. 2020 FY Mar. 2021 FY Mar. 2022 FY Mar. 2023
3Q 3Q 3Q 3Q 3Q 3Q 3Q 3Q 3Q 3Q 3Q
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Quarterly Trend in Consolidated Net Sales by Market

Net sales for the three quarters reached a record high, bolstered by strong

performances in the enterprise sector and public sector markets.

1,249

1Q

1,514

1,500

1,376 1,413

426
587

975
813

2Q 3Q 4Q
FY March 2020

FY March 2021

2,632

2,074
1,919
1,687 1,649
785
738
597 574
1,179
985 971 1,067

2Q 3Q 4Q 1Q 2Q 3Q 4Q
FY March 2022

22

ﬁigitalArt&

(Million yen)

Wy Enterprise

1Q 2Q 3Q
FY March 2023
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I Usgiaans

Material on Consolidated Financial Results for the First
Three Quarters of the Fiscal Year Ending March 31, 2023

Enterprise Sector
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Net Sales in Enterprise Sector Market by Product bigitalArt&

Trend in Net Sales in Enterprise Functions were added to products and cooperation
Sector Market by Product with agencies were strengthened in response to more
mi-FILTER series wm-FILTER series mFinalCode mDAC mother  frequent, diverse cyber attacks.
(Million yen)
3,847 + Sales of the i-FILTER series remained strong, rising 90 million yen, 5.0%, in
(+15.5%)

response to growing corporate demand for cybersecurity.

3,332
* Sales of the m-FILTER series remained solid, owing to rising demand for
o email security and PPAP problem-solving.
+38.2% (+63 million yen or +9.9%)
+9.9% » Sales of the FinalCode series remained strong, meeting demand for
responses to PPAP and the revised Act on the Protection of Personal
Information.
+5.0% (+54 million yen or +38.2%)
« DAC made good progress acquiring new clients and achieved substantial
sales growth (up 302 million yen or 40.0%), reflecting growing DX needs and
First 3 Quarters First 3 Quarters demand for security measures among enterprises.
FY March 2022 FY March 2023

24 Copyright © Digital Arts Inc.



Net Sales Growth and Expansion of DAC on a Non- lidated Basi . _3
P -CON=A by blgltalArts®

Number of consultants Security consulting sales* IT strategy consulting sales*

(Persons) (Million yen) 648 (Million yen) 3 20
98 295
434
65
End of FY March  End of 3Q FY First 3 Quarters  First 3 Quarters First 3 Quarters  First 3 Quarters

2022 March 2023 FY March 2022  FY March 2023 FY March 2022 FY March 2023
DAC actively hired talent, focusing Offering comprehensive services DAC proposed initiatives and solutions
on those from leading consulting including security checkups and analysis, ~ to promote DX at customers in
firms and leading systems proposals of measures and solutions for consideration of security and provided
integrators. raising the security level and support for ~ comprehensive consulting services,

implementation including implementation support.

*: DAC's non-consolidated net sales
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I Usgiaans

Material on Consolidated Financial Results for the First
Three Quarters of the Fiscal Year Ending March 31, 2023

Public Sector
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Net Sales of Public Sector Market by Product bigitalArt&

Trend in Net Sales of Public Sector
Market by Product

m i-FILTER series m-FILTER series mFinalCode mother

(Milion yen) + In addition to posted sales of GIGA School
3,482 _ : :
(+15.1%) Concept projects that had continued since
3,026 ML p— before the previous fiscal year, contracts gained
+26:4% - : :
_ from public agencies and local governments
= +88.8% : : :
increased and sales of the i-FILTER series
remained strong, which offset a reactionary fall
from large projects contracted by government
offices in the first half of the last fiscal year.
2,619 ALl 2,741 (+122 million yen or +4.7%)

* Brisk orders were received from local
governments and sales of the m-FILTER series
leaped (+313 million yen or +88.8%).

First 3 Quarters First 3 Quarters
FY March 2022 FY March 2023

Copyright © Digital Arts Inc.




GIGA School Concept ﬁigitalArts®

GIGA School Status™

Introduction of charged filtering Share of charged filtering introduced

Competitors

(Less than 10 companies)

45% i-FILTER
55%

Charged filtering

already introduced
76%

* i-FILTER's share grew from 51% at the

*  The proportion of Boards of Education end of the previous fiscal year to 55%.

which have adopted paid-for filtering

increased from 73% at the end of the * Cumulative contracts reached 7.9 billion
previous fiscal year to 76%. yen at the end of the third quarter from 6.9
*1 : According to our survey of 1,741boards of education Dec 2022) Sgg?n yen at the end of the previous fiscal
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I Usgiaans

Material on Consolidated Financial Results for the First
Three Quarters of the Fiscal Year Ending March 31, 2023

Consumer Sector
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Net Sales of Consumer Sector Market by Product bigitalArt&

Trend in Net Sales of Consumer
Sector Market by Product
m For mobile terminals,other
m For computers

(Million yen) 327
327 (+0.1%)

158

+8.5%

AN6.7%

First 3 Quarters First 3 Quarters
FY March 2022 FY March 2023

In products for computers, the
number of users of multiple-year
package products and i-FILTER® for
Multi-Device, which are available on
multiple terminals, remained strong.

Revenue from contract development
of products for mobile terminals for
carriers decreased despite an
increase in the number of users.
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bigitalArt&

Material on Consolidated Financial Results for the First Three Quarters of
the Fiscal Year Ending March 31, 2023

Full-Year Financial Forecast for
Fiscal Year Ending March 31, 2023




Forecasts for Fiscal Year Ending March 31, 2023 (Consolidated)

(Million yen)

Net sales

Cost of goods sold

Gross profit

Gross profit margin

Selling, general and
administrative expenses

Operating profit

Operating margin

Ordinary profit

Profit attributable to owners of
parent

FY March 2022 FY March 2023 Chanae
Full-Year Results Full-Year Forecasts 9

9,051 I 10,500 I +1,448
2,676| 3,350| +673
6,374| 7,150| +775

70.4% 68.1%| i

2,248

2,450 I +201

4,126| 4,7oo| +573
45.6% 44.8%| i

4,135| 4,7oo| +564

2,900| 3,250| 1349

% Financial Forecast is the consolidated financial forecast announced on May 10, 2022.

32

ﬁigitalArt&

% Change

+16.0 %
+25.2 %

+12.2 %

+9.0 %

+13.9 %

+13.7 %

+12.0 %
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Forecasts for Fiscal Year Ending March 31, 2023 (Non-consolidated)

(Million yen)

Net sales

Cost of goods sold

Gross profit

Gross profit margin

Selling, general and
administrative expenses

Operating profit

Operating margin

Ordinary profit

Profit

FY March 2022
Full-Year Results

s,oo3| 9,ooo|
1,821| 2,150|
6,182| 6,850|
77.2%| 76.1%|
2,141| 2,250|
4,04o| 4,600|
50.5%| 51.1%|
4,052| 4,600|

2,832| 3,200|

* Financial Forecast is the non-consolidated financial forecast announced on May 10, 2022.

33

FY March 2023 Change
Full-Year Forecasts 9

+996

+328

+667

+108

+559

+547

+367

% Change

+12.4 %

+18.0 %

+10.8 %

+5.1 %

+13.8 %

+13.5 %

+13.0 %

ﬁigitalArt&
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Status of Consolidated Net Sales bigitalArt&

) (Million yen)
Consolidated Forecast

14,000
* Net sales that will be carried over to and posted for
the fiscal year in question will increase given an
12,000 m increase in the number of contracts acquired in
previous fiscal years in connection with the GIGA
School Concept in the public sector market.

10,000

* New contracts of DAJ are expected to amount to
8,400 million yen after measures to expand sales of
new functions and strategic sales measures for the
enterprise sector market and the winning of projects
to improve the resilience of municipal information
systems in the public sector market.

8,000
6,000

4,000

* Asinthe previous fiscal year, DAC will increase the
number of consultants and is expected to continue
growing through the acquisition of new clients.

2,000

O *1: Sales recorded from the order backlog of contracts
Net sales New contracts Net sales Deferred Consolidated acquired in previous fiscal years
carried over  during this fiscal DAC*4 contract financial forecast *2: Sales deferred to subsequent fiscal years (order backlog)

DAJ *3%1 year DA amount DAJ *2  for FY March *3: DAJ = Digital Arts Inc.
2023 *4: DAC = Digital Arts Consulting Inc.
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Status of Consolidated Net Sales

Forecast by Market

10,500
(+16.0%)
Consumer

(Million yen)

+1:2%
9,051

Public
+12.4%

Enterprise
+20.6%

Results for FY March Forecast for FY March
2022 2023

ﬁigitalArt&

* In response to corporate needs for total security

solutions, we will enhance the product lineup and
improve links with other companies' products in order
to attract new clients.

We will increase the number of DAC staff to achieve
growth by acquiring new customers.

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

Sales growth will be attained by winning projects for
the further improvement of the resilience of municipal
information systems and by expanding our market
share in connection with the GIGA School Concept.
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Consolidated Cost of Goods Sold and Selling, General and

Administrative Expenses bigitalArt&

- Results for FY Forecast for FY Change i
(Million yen) March 2022 March 2023 YoY Main Factors for Change

Cost of goods sold 2,676 3,350 +25.2%

Labor 1,440 1,600 +11.1%  DAC will increase the number of consultants.

Depreciation 844 950 +12.4% Increase in depreciation of software for cloud
products.

Communication o) Cloud server expenses will rise as a result of

expenses 7 1 9 1’000 +39.1% sales expansion of cloud products.

Other 666 800 +20.1%  Increase in outsourcing of development
Transfer to other accounts AN994 YAN 1,000 AN0.5%
Selling, general and 2,248 2,450 4+9.0%

administrative expenses

Personnel expenses 1,296 1,270 AN2.0%

. o) Advertising in newspapers and other media will
Advertising expenses 239 290 +20.9% increase.
Other 7 1 2 890 +25.0% Hiring expenses will increase for increasing

consulting personnel at DAC.
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Status of Consolidated Cost of Goods Sold ﬁigitalArts

Labor costs are expected to rise because DAC will increase the number of consultants.

Communication expenses are expected to increase as a result of sales expansion of cloud products.

(Million yen)

4,000 Status of Consolidated Cost of goods sold
3,500 + 280 + 133
3,000 +159  _t105 [N n3
2,500
2,000
1,500
1,000

500

0
i abor  Depreciatin PRENEN - otner other accounts | forecast
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Status of Consolidated Selling, General and Administrative Expenses ﬁigitalArts

Recruiting expenses (in the "other" category) will increase for
increasing consulting personnel at DAC.

Status of Consolidated Selling, General and

3,000 Administrative Expenses
(Million yen)
+ 177
2200 +50 p—
2,000 A 26
1,500
1,000
500
0
FY March Personnel Advertising Other FY March
2022 expenses expenses 2023
results forecast
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I Usgiaans

Material on Consolidated Financial Results for the First Three Quarters of
the Fiscal Year Ending March 31, 2023

FYO03/23 Initiatives
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Current Circumstances Surrounding Cyber Security Measures ﬁigitalArts

Mounting needs for . . .
(1) comprehensive security (2)Measures against malware infections

Diversification of cloud services and the Malware threats are intensifying due to
Isprea_d of rem(:te working apdlrégrme ¢ diversification and sophistication of cyberattacks
e SRR from rampant ransomware, Emotet and other
that need to be protected and expansion of malware.

the domain of security threats.

Strengthening security measures

) for public institutions

Not only is there demand from those who have yet
to introduce filtering but also demand for
switching from free filtering and DNS filtering to

» Local governments seek security cloud and
greater security resilience.

« Medical institutions have growing needs for hiah : filteri ft £ tecti
cyber security measures. igh performance filtering software for protecting
schoolchildren.
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(1) Mounting Needs for Comprehensive Security bigital Arts

Diversification of cloud services and the spread of remote working and home
learning meant an increase in ICT assets that need to be protected and
expansion of the domain of security threats.

v

Security solutions providing broader security
measures than ever before are now required.

@

Perimeter ' i Concentration of

defense ‘“- communication loads

A
Open server Internal server:
, ) &=
stem e =9
------------------ ] L B3 E3
L L]
External - l - l
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(1) Mounting Needs for Comprehensive Security

To meet the needs for comprehensive security, roll out Digital Arts' original next-

generation secure web gateways (SWGs) featuring enhanced functions of the existing

URL filtering software (i-FILTER) and a wide range of additional security solutions.

Schematic of functions of next-generation SWGs

Internet M (m

Additional functions

Next-generation SWG

:

Visualizing the state of use
of cloud services by users

> Performing checks on

viruses and behaviors in
communication

URL filtering
Secure
Web =
Gateway = o f features

Cloud FW

—— e
$

Identifying confidential
information to stop it from
flowing out of the office

L

Computers and [—] Iil
other devices EI ;

inside and outside

the office

42

%>

Controlling the traffic of all
cloud applications

ﬁigitalArt&
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(1) Mounting Needs for Comprehensive Security bigitalArts

We have started to provide Anti-Virus & Sandbox for i-FILTER and
Mm-FILTER to meet demand for total security solutions.

RO+ NEA x [ Anti-Virus & Sandbox | " DigitalArts

DiigitalArts.

F—#lt —LEF2 )T a—3Y FSHNT—YD &/

#iAT>a
7RO Rl -+ lAnti-Virus & Sandbox
M-FILTER
®

30 (B fgfggajvebz—r'jh . x_f*»b;?!o%!m
NI EREEREOLEENSEN 877 AMDIISO—F -
R _ﬂf rm-FILTéERJ 1ok SETHULICEF2UF 1 LA - FIEIEAE L

- x . - .. . L.
%‘ = Advertising video for Anti-Virus & Sandbox

Anti-Virus & Sandbox DigitalArts =

Anti-Virus & Sandbox®fii{li

UPNEALICIPANAFY S REEL, BUESELHREETRR

FIYNTF—IEREH

The Nikkei: posted on Aug. 23, 2022 Digital Arts online seminar

Raising brand recognition and winning contracts using the media such as The Nikkei
newspaper and through promotion activities using videos and online seminars.

43 Copyright © Digital Arts Inc.




(2) Measures against Malware Infections

| ﬁigitalArt&

Financial loss from ransomware and confidential information theft by
targeted attacks rank high among the 10 major security threats with
the diversification and sophistication of cyberattacks.

meoammmer2nk .. Ten major security threats 2022 for organizations

the rank in the previous year.

1st (1st) = Financial loss by ransomware

2nd (2nd) ®» Confidential information theft by targeted attacks

3rd (4th) %  Attacks exploiting supply chain weaknesses

4th (3rd) §  Attacks targeting teleworking and other new normal workstyles

5th (6th) 4+ Information leakage through internal fraudulent acts

6th (10th) ® Increase in abuse after the publication of measures against vulnerabilities
7th (NEW) % Attacks before release of patches (zero-day attacks)

8th(5th) # Financial loss by business e-mail compromise

9th (7th) § Suspension of business due to unexpected IT infrastructure failure

10th (9th) § Careless information leakage

* Source: Information-technology Promotion Agency, Japan (IPA): 10 Major Security Threats 2022
https://www.ipa.go.jp/security/vuln/10threats2022.html
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(2) Measures against Malware Infections bigitalArts

m-FILTER and i-FILTER provide protection against infection through e-mail for Digital Arts
products.

FinalCode and i-FILTER prevent information theft even in the case of intrusion by any means
other than e-mail and connection to websites.

The status of zero reports on infection damage is continued.*!

Measures against infection Measures against information theft

Measures against h::?:;:g: 232":? Measures against Measures against
infection from email file connection to any URL unauthorized taking out of files
attachments & Gl taking out of files online

Control over online
uploading
Also supporting
investigation and
analysis of
unauthorized uploads

M-FILTER. §-FILTER. FinaLcC@DE §-FILTER.

+ The i-FILTER functions were partially released on May 10 as a threatening URL block*?
option of m-FILTER.

Block or removal of Blocking connection Automatic encryption
to malicious or to block information

macros

phishing websites theft

*1: The number of reports on damage due to malware infections from users of i-FILTER Ver. 10, m-FILTER Ver. 5, i-FILTER@Cloud and m-FILTER@Cloud as of Dec 2022 (Source: Digital Arts)
*2: This option currently provided was formerly branded as URL category identification.
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(2) Measures against Malware Infections

bigitalArt&

The tie-up option of m-FILTER@Cloud and the file transfer solution, Crypto-bin for m-
FILTER@Cloud, was launched to help reduce the risk of information leaks during
transmission and the risk of attacks during reception.

|

= <
> ! m‘; Body of mail

Attached file

m-FILTER@Cloud automatically separates
email text and attachments

2

»

v

X
|
)

ail

3

Body of mail Body of

i

Attached file Download URL

=
2
2

)

The text is directly sent to the recipient and the
attachments can be downloaded from URL
provided in a separate email message.

Eliminate PPAP with the guest user
login function.
account authorization

Guest User Login Page
- 1
4 WWW P Account FILE

Authentication -}
A‘ o

Download URL Attached file

The guest user login function of encrypted email
allows file acquisition through account
authorization in place of a password.
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(2) Measures against Malware Infections bigitalArts

The Group offers the D Alert Reporting Service*!. It swiftly detects malware threats that are daily becoming
ever more diverse and sophisticated, and provides information on clear measures to cope with them.

It offers a low-cost solution to medium- and small-sized businesses for whom it is difficult to set up an
expert organization detecting and responding to incidents due to resources constraints, although it is
increasingly significant and in growing demand.

Collection and analysis Automatic assessment D Alert Report
of access logs distributed

— N =

Security Research Lab D Alert Reporting System

Customer (administrator)

The D Alert Reporting Service is set to be released on February 13, 2023 on m-FILTER@Cloud, in addition to

I-FILTER@Cloud. The Group will widen the range of services it offers to better respond to needs for total
security.

*1: D Alert is a cyber-risk information service offered by Digital Arts.
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Progress of Measures in Fiscal Year under Review y bigitalArt&

Mounting needs for

(1) comprehensive security (2) Measures against malware infections
Diversification of cloud services and the spread of Malware threats are intensifying due to

remote working and home learning meant an diversification and sophistication of

increase in ICT assets that need to be protected and cyberattacks from rampant ransomware,
expansion of the domain of security threats. Emotet and other malware.

-

* Link between i-FILTER, m-FILTER and FinalCode to combat infections and data theft

* Anti-Virus & Sandbox as a new functional option (launched in May 2022)

* Link between m-FILTER and Crypto-bin to combat the practice of sending a zipped file attachment
and a separate e-mail message with password (launched in September 2022)

+ D Alert Reporting Service as a measure against malware infections
(Released on i-FILTER in December 2022 and to be released on m-FILTER in February 2023)

After organic growth and the release of Anti-Virus & Sandbox, the Company earned net sales
of 162 million yen by the end of the third quarter. The figure has already surpassed the target
of 55 million yen in connection with the next-generation Secure Web Gateway (SWG) in the
Medium-Term Management Plan and is continuing to rise steadily.
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(3) Strengthening Security Measures for Public Institutions bigitalArts

Security cloud projects for prefectural governments generally proceed as scheduled. Procurement
for improving the resilience for municipal governments is making progress following completion of
procurement for prefectural governments and it is expected to end in FY2023.

FY2021 FY2022 FY2023 FY2024 FY2025

Schedule for public-sector projects

FY2016 | FY2017 | FY2018 | FY2019 | FY2020

Introd
Central uction Budgeting, bidding, and procurement for e
Government | ministries and of project
agencies ISMA
P
i Transfer

Security Budget: 7,180 million yen budget: 2,930
cloud (sc) million yen
* Government Prefectures Revision
cloud also needs of Revis
to be considered. -

procure ion of

ment procu
Enhancement guidelin reme Budgeting for each
of resilience of | prefectures £ ; n'tje municipality
municipalities PP Jel
* Government AT el lines
cloud also_needs Bidding/
to be considered. Budget: 16,440 million yen I
— — — — —

Prepared using information from the Ministry of Internal Affairs and Communications (MIC) as a reference. https://www.soumu.go.jp/main_content/000729600.pdf
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(3) Strengthening Security Measures for Public Institutions

bigitalArtg

All solutions shown in the outline of countermeasures for municipal

information systems are possible using combinations of Digital Arts products.
We won i-FILTER and m-FILTER projects for public institutions.

Overview of Solutions for Mun|C|paI Information Systems

B Even with the B model for separation of the three
Outline of countermeasures layers, a secure environment can be realized.

Municipalinformation security
cloud (prefectural government

(For reference) Illustration of introduction of Digital Arts Securi monltormg e ﬁﬁmﬁf*l ekl
solutions in environments with separation of the three LFauTER RTRTT)
. " P layers (a model, B model and B" model
Review of "three layers of protection yers ( B B )
(a model protection and above)

]‘l FILTER. —-]-,;&

FINALCADE Creml

Remote access security
(protection against malware, etc.)

Measures for shift away from PPAP

M ————
i i i L] YRTH Integration
(process of sending an encrypted file (with | ’vl‘tmaat ;ﬁ F&% Original fizcisgry with municipat
password) attachment in an email and then MRS R the =E s sent AD enables
sending the password to unzip the filein a i body of the ; Termin, LDAP
g p inzip Jﬂ Terminal I Te”"""‘a email is Jﬁ rminal  Terminal ia authentication
second email) e sent [ o [ e
File encryption System using National Identification LGWANES:Z Tarminal N
Number (My Number) I LOWANK o orted . Cannot be viewed Internet-connected system

system

Anti-Virus & Sandbox functions are
provided as options from May 10.

50
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(3) Strengthening Security Measures for Public Institutions bigita IArts

A number of cases of damage from cyber attacks sustained by medical institutions have occurred in
recent years. In light of that, the security guidelines for the medical industry will be strengthened.

It is possible to provide large medical institutions with proposals similar to network separation for
enhancing resilience of municipal information systems.
There is great potential for the adoption of Digital Arts products.

Structure of network separation at major medical institutions

4 Connection with

Cf\ Connection with DA E external parties
Q external service " T Internet connection ‘ through sharing of

operators* F— 9 _medical information

o— Hospital information Information system network Networks_for_separate
system (HIS) networks a p||cat|0ns
Electronic health record Back office systems )
_i systems Personnel management, Reference terminals

accounting, logistics and others

Medical accounting systems Medical equipment and service

Department systems (for terminals + Connection with regional healthcare
_i images, examinations and Terminals for researchers networks (medical information, etc.)
others) (for academic conferences) (for + Connection with testing institutions
Medical equipment; databases and others) + Connection with home care and
ﬂ service terminals and others nursing care facilities

Remote medical care and others

* Cloud service operators, maintenance and
management service providers and others

Win projects by holding seminars for medical institutions and other approaches

* Source: Ministry of Health, Labour and Welfare: Information Security Training Material (for medical professionals)
https://www.youtube.com/watch?v=3YkicqCSQUA
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(4) Enhancing Security Measures for GIGA School Devices bigital Arts

Some boards of education that introduced free DNS filtering solutions are shifting to i-
FILTER and other paid filtering solutions for purposes of strengthening security and

reducing clerical workloads.
Introduction of filtering by Boards of Education*1

March 2022 December 202
—==""1 4 35% = | 33%
i (4
. Not yet introduced '\JOI yet mtrod_uce'd
/,/ i// /,/ s 1/’
Free filtering I Free filtering :
| ! A 1
] / I == |
Y — : ‘ I : I
DNS filtering ~._! Pay filtering j DNS filtering L o
1 14% ,f’ introduced \ 14% - Pay filtering
\ 7 \ ~o introduced
N\ 79% e .
\»’ 81%

*1: Based on interviews with 651 school boards responsible for more than 3,000 pupils and students (According to our research)
52
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Progress of Measures in Fiscal Year under Review

Strengthening security measures
for public institutions

©)

* Local governments seek security cloud and
greater security resilience.

* Medical institutions have growing needs for
cyber security measures.

Enhancing security measures
for GIGA School devices

Not only is there demand from those who have yet to
introduce filtering but also demand for switching
from free filtering and DNS filtering to high
performance filtering software for protecting
schoolchildren.

ﬁigitalArt&

i

. Combine i-FILTER, m-FILTER and FinalCode to meet
local governments’ guidelines of countermeasures

*+ Respond to the policy of toughening guidelines in the
medical industry

ﬂ Cumulative contracts for security cloud services reached
510 million yen at the end of the third quarter from 319

million yen at the end of the previous fiscal year.

e Cumulative contracts for Enhancement of resilience of
municipalities reached 1,518 million yen at the end of the
third quarter from 704 million yen at the end of the

\ previous fiscal year.

~N

J

g

*  Shift of some boards of education which had
introduced free or DNS filtering to paid filtering

(- i-FILTER's share grew from 51% at the end of the
previous fiscal year to 55%.

« Cumulative contracts reached 7.9 billion yen at the end
of the third quarter from 6.9 billion yen at the end of the
previous fiscal year.

\*For details, see pages 28 and 52.

~N

J
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Penetration of "White Operation” bigitalArt&

Realizing safe office IT environments

Trend in i-FILTER v10 and m-FILTER protected through "White Operation™
v5 Licenses Used 12,000 —~_
_ 11,811  __
(Thousand licenses) NP
W oo | Py
7,958 b
I-FILTER. m-FILTER
Ver.10 Ver.5
4,665
3,604 The number of licenses for both i-FILTER and m-FILTER
has been steadily increasing in the enterprise-sector and
public-sector markets.
We will broaden the product lineup and step up

collaboration with other companies to further encourage
|_ J the take up of White Operation.
March 2019 March 2020 March 2021  March 2022 December 2022 March 2023
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Acceleration of Synergies within the Group bigitalArt&

We release a one-stop service encompassing sales, construction and operation of Digital Arts products.
The use of D-Alert paves the way for services from the detection of incidents to recovery.

DigitalArts@ bigitalArts Consulting

Consulting services

Clients in the enterprise &
sector market “QuickStart” services

* v Propose Digital Arts products to consulting clients.
v Achieve an early introduction of Digital Arts

products in optimal settings based on the Group's
expertise.

“White operation" clients
i-FILTER. M-FILTER.
Ver.10 Ver.5

Digitalarts @ Cloud.

Expansion of enterprise
sector market

“D Alert QuickIR option”

v' Provision of charged services dealing
with everything from the detection of

~ incident to recovery and prevention.

Everything from Investi Acti Recove
detection to recovery [eEYa[e])] dle ry
dealt with within the
Group

Website tampering
Incident detection enterprise
(D Alert feature)

*1: D-Alert has issued 2,186 reports for the current fiscal year. It notifies customers on a real-time basis to
urge them to take security measures.
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Acceleration of Synergies within the Group ﬁigitalArt&

Expand the scope of value provided and the level of profit through DAC service, ensure
continuous contact with E/U as the Group, and use it for product sales growth.

Security advisory

D Alert QuickIR option
. . - ) v Identify current issues through security
v' The incident response service originated from “detection assessment.
with D Alert”

v' Offer proposals on measures for improving
security levels and support decision-making.

v It covers the investigation of terminals and devices with
which Digital Arts products are used, initial response and

identification of causes. v" Propose and sell security products best suited

to customers' environments.
Cons

Ope n and
maintenance

Operation and maintenance service QuickStart service

v' Service for installing security at a level of
recommended settings in a form appropriate
for customer environments

v This service offers operation and maintenance
concerning Digital Arts products.

Started providing
ud FFILTER. mM-FILTER. Started providing To be provided

Digitatarts @ Clol
felo e i-FILTER @ Cloud m-FILTER & Cloud.
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ﬁigitalArt&

Material on Consolidated Financial Results for the First Three Quarters of
the Fiscal Year Ending March 31, 2023

Return to Shareholders for Fiscal
Year Ending March 31, 2023




Return to Shareholders for Fiscal Year Ending March 31, 2023 bigitalArts

We are planning to pay dividends as follows to return a portion of our earnings to our shareholders.
Target payout ratio for fiscal year ending March 31, 2023: 32.4%

Annual dividends of surplus forecasted for fiscal year ending March 31, 2023: 75.00 yen per share

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

Dividend (in yen) per share
(in'yen) p Consolidated

payout ratio
2Q-end Year-end Annual

FY March 2022 30.00 40.00 70.00 33.9%

FY March 2023 35.00

FY March 2023
(forecast)

40.00 75.00 32.4%
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Notes on Descriptions

bigitalArtg

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

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

Digital Arts Inc. will disclose any significant changes that occur in the future as appropriate.

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

« FTH)L77—WY. DIGITAL ARTS. i-FILTER. i-FILTER@Cloud Anti-Virus & Sandbox . D-SPA. White Web. m-FILTER.
m-FILTER MailFilter, m-FILTER Archive, m-FILTER Anti-Spam. m-FILTER Anti-Virus & Sandbox. m-FILTER@Cloud Anti-Virus & Sandbox.
FinalCode. i-7- )L~ —. DigitalArts@Cloud. Desk@Cloud. Desk,DJ7=— I~and other logos and icons related to Digital Arts Inc. and its
products are trademarks or registered trademarks of Digital Arts Inc.

» Apart from this, the names of companies and products stated herein are trademarks or registered trademarks of their respective companies.
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OigitalArts.

-For internet convenience, safety and security -
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