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Presentation

Doi: Now that the time has arrived, we would like to open the presentation of the financial results of
ProjectCompany, Inc. for Q2 of the fiscal year ending December 31, 2023. Once again, | am Doi, Representative
Director and President, Group CEO of ProjectCompany, Inc.

Matsumura: | am Matsumura, Senior Managing Director, Group CFO.

Executive Summary

Q2 FY2023 Financial Results
Net Sales Operating Profit EBITDA ™ EBITDA Margin

¥1 ,634 million ¥1 93 million ¥245 million 1 50%

(+77.8% YoY) (+5.0% YoY) (+28.5% YoY)

O Net sales and operating profit increased on a year-on-year basis, and EBITDA excluding the impact of non-cash expenses also grew.

O On a quarter-on-quarter basis, despite an increase in net sales, operating profit decreased due to larger investments including hiring expenses
and rent expenses.

O In the Digital transformation business, net sales decreased quarter on quarter mainly due to the impact of season-specific orders won in Q1 and
our focus on fostering new graduate employees joining the Company in April, while gross profit margin improved as progress was made in
replacing partners with our employees.

Major Numerical Information 2 Revisions to Earnings Forecasts

Overview

O Conducted downward revisions to the earnings outlook for
FY2023 of the Digital transformation business, considering its
current situations.

Net Sales per Client Partner Ratio

¥221 million 073 partners

/Q2 (cumulative) /employee

O Worked to expand transactions with existing clients to turn them to Backgrounds of the Revisions

large-scale customers, resulting in net sales per client at ¥22.1 O With the number of employees, mainly new graduate employees,
million for Q2 (cumulative). increasing largely, differences in the ability to foster members
have become apparent among managers, who have spent more

O Promoted substitution of partners in line with new graduate man-hours than initially anticipated for fostering them.

employees joining the Company, with the partner ratio (number of

O Reviewed requirements for managers, and plan to curb hirin
partners per employee) in Q2 declined from 1.18 in Q1 to 0.73, 9 g P g

and winning of projects to a certain extent, assuming that man-

contributing to an improvement in gross profit margin. hours will continuously be spent for fostering employees.
*1 EBITDA represents operating profit plus depreciation, amortization of leasehold deposits and share-based payment expenses. [o'e) i
*2 Indicates resuilts of the Digital transformation business only. Pro)ethompany 2

Doi: Thank you very much for taking time out of your busy schedule today to attend our financial results
briefing.

As a quick reminder, here is a summary of today's explanation.

Full-year results for H1 of the fiscal year ending December 31, 2023, showed net sales of JPY1,634 million and
operating income of JPY193 million. Compared to the same period of the previous year, both revenues and
profit increased, and EBITDA, excluding the impact of non-cash expense items, has also increased.

On the other hand, despite the QoQ increase in sales, operating income declined due to the impact of
increased investment in recruiting and other expenses.

In addition, in light of the current situation in the Digital transformation business, we have revised downward
our forecast for FY2023, and today | will explain the background and countermeasures to this revision.
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The flow of today's explanation is as described in the table of contents here. First, | would like to provide an
overview of our group and then explain our business results for Q2 of the fiscal year ending December 31,
2023, and the revisions to our business forecast.



Group Management Philosophy

oo ProjectCompany Group

Group Management Philosophy

Creating a Project-based Society

The Japanese economy remains stagnant and is feared to keep declining going forward
if no change is made to the situation.

We believe that the only way for the Japanese economy and, by extension, the Japanese society to
regain vitality is for Japanese companies to break out of their conventional organization structure that is
vertical, top-down and “task-based,” and transform it into a “project-based” structure where talents with

the ability to promote projects on their capacity are organically connected around their missions and

work together as a team toward their goals. Based on this management philosophy, we work together to

expand our businesses for creating a “project-based society.”

oo ProjectCompany 5

| will now give an overview of the group. Our group management philosophy is "creating a project-based
society”. | will discuss the thoughts behind this management philosophy and the recognition of the issues on
which it is premised.

The Japanese economy has been stagnant for a long time since the bubble period, and there are fears that it
will continue to decline at this rate.

We believe this is due to the fact that the Japanese system is still before the shift to the information industry
and is preoccupied with the development of human resources based on industrial capitalism. In an industrial
capitalist society, the winners were those who could make things with high specifications, such as making safe
cars and fine, high-tech products, and those who did the prescribed work in the factory and did their jobs
properly as they were told were valued as good human resources.

However, the world is now shifting from an industrial capitalist society to an information capitalist society,
and the quality of human resources required is shifting from task-oriented personnel who do exactly what
they are told to project-oriented personnel who can promote projects on their own initiative. In the US, many
companies like GAFA are actually born from a single project that changes society, but unfortunately, this is
not the case in Japan. We believe that innovation is not occurring because of the industrial structure, but
rather because the more prerequisite layer, the quality of human resources and the way of thinking, is task-
based.

We believe that the only way for the Japanese economy and society to regain vitality is for Japanese
companies to break away from the traditional task-based organizational structure of stove-piping and
transform themselves into a project-based structure where people who can promote projects on their own
are organically linked together based on their mission and come together as a team to achieve their goals.

Recognizing these issues, we will work together to develop our business based on our management
philosophy of creating a project-based society.



Company History

Period of multi-faceted growth through July 2023: Merged ProjectPartners Co., Inc. into ProjectCompany, Inc.
integrated group management in an absorption-type merger

OO April 2023: Consolidated Dr.KENKO KEIEI Inc. and artwize inc. Into the Group

ProjectCompany

Group October 2022: Consolidated cuatro technologies Inc.

(currently ProjectTechnologies Inc.) into the Group

Quarterly
July 2022: Established ProjectDigitalMarketing Inc. (currently DCXforce, Inc.) and net sales
ProjectPartners, Inc., shifting to an integrated group management system _¥5
billion
April 2022: Consolidated ulogo Co., Ltd.
(currently ProjectHRsolutions, Inc.) into the Group
Period of business i
expansion September 2021: Listed on the TSE Mothers ™ billion
(currently TSE Growth)
OO June 2019:
Relocated Head
ProjectCompany :
June 2018: Offios:
. Acquired _ ¥05
. ::tgz 2H°;a7d Uiscope l billion
% business ll
Office I
January 2016: JPX
Established the GROWTH
Company = TOKYO
2016 2017 2018 2019 2020 2021 2022 2023
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Our history. To reiterate, our company, ProjectCompany, Inc., was founded in January 2016 by our President,
Mr. Doi, and Vice President, Mr. Ito.

Thanks to your support, we have been expanding our business steadily since our establishment and were
listed on the Mothers market in September 2021. Since last year, we have been pursuing diversified growth
through group management throughM&A, including ulogo Co., Ltd., an HR solution service company,
currently ProjectHRsolutions, Inc..



Business Domains of the Group
O In FY2022, attempted an integrated group management system through M&As and spin-offs, resulting in a generally favorable
assessment.

O Going forward, aim for multi-faceted growth through an integrated group management system, with an eye on expanding business
domains with DX as our core competence.
Since Oct. 2022
DX x Technology business
Domains where we support client’s business

evolution from a technological perspective
through system development and testing, etc.

</>
Since Apr. 2022 = DX x new business
DX x HR business domains
Domains where we provide a variety w Domains where we work on further

PY D business expansion through M&As

of services mainiy i S AN 3 ™ and new business creation with DX
resources and labor departments of ) ProjectCompany I combetence
clients Group 2.8 P

PY : PY Domains where we lay the foundation for
[ )/ (J business development based on the knowledge
'A‘ accumulated since the Company’s inception

Digital transformation business
- Consulting, marketing, and UI/UX -
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Our business strategy is based on the consulting, marketing, Ul/UX, and all-in-one Digital transformation

support areas in which we have accumulated knowledge since our founding, while also aiming for diversified
growth based on DX, such as entering the DX x HR business and DX x Technology business through M&A in

the last fiscal year.

We intend to continue to expand our business domain based on DX through M&A and new business creation.



Situation of Employees

O The number of employees was 247 as of July 3, 2023, remaining flat from the previous quarter.
Focus is placed on training new graduate employees to make them ready for work.

Trends in the Number of Employees Composition of Employees

*Starting with Q1 FY2023, the number of employees as of the ~ 247 247
business day following the end of each period is indicated.

DX x HR business Corporate staff

29 people

= DX x Technology business DX x HR business

= Digital transformation business 21 people
167
= Corporate staff

No. of

employees
(Consolidated) Consulting
(as of July 3, 2023) services

247 people 111 people
DX x Technology
64 business

71 people

40
27

: I I
> 2mll 11
2 -l == H B
FY FY FY FY FY FY Q1 Q Q3 Q4 Q1 Q@ U's;’PeseW'Ces

I

20162017 2018 2019 2020 2021 FY2022 FY2023 peoRe

Marketing services
10 people
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Here is the employee situation. The number of employees had been steadily increasing since the Company's

establishment, but due to a decrease in the number of mid-career hires since H2 of the previous fiscal year,

the number of employees remained unchanged from the previous quarter to 247 as of July 3, 2023.

In the current situation, we are focusing on making the new graduates who joined our company in April this

year more competitive.



Quarterly Consolidated Financial Results - Net Sales

0O Achieved net sales of ¥1,634 million in Q2 FY2023, up 9.4% QoQ and up 77.8% YoY.
O Net sales of the Digital transformation business alone totaled ¥1,138 million, down 4.8% QoQ and up 23.8% YoY.

Net sales (million yen)

YoY +77.8%

1,634
) 1,494 m Net sales grew in the DX x Technology
mial B 1,376 business and the DX x HR business
m DX x Technology business 64 B 551 [l 354 mainly due to the effect of
1,120 the M&As conducted in April.

m Digital transformation business Ll

936

Net sales of the Digital transformation
business increased by 23.8% YoY,
but resulted in a QoQ decrease
due to the impact of seasonable factors
and our focus on fostering new graduate
employees, etc.

552

452 438
320

274 281

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2
FY2020 FY2021 FY2022 FY2023

Non-consolidated Consolidated

oo ProjectCompany 12

Matsumura: From here, Matsumura will explain the results for Q2 of FY2023.
Consolidated sales for Q2 were JPY1,634 million, up 9.4% in QoQ and 77.8% in YoY.

However, sales growth was largely due to the consolidation of artwize Inc., a DX x Technology business, and
Dr. KENKO KEIEI Inc., a DX x HR business, which joined the group in April through M&A. The Digital
transformation business, our core business, grew by 23.8% YoY. However, due to the impact of seasonality in
Q1 and a focus on training new graduates, sales declined in Q1.



Quarterly Consolidated Financial Results - Operating Profit & EBITDA
O Operating profit resulted in a QoQ decrease. EBITDA excluding the impact of non-cash expenses amounted to ¥245 million.

Operating profit (million yen) EBITDA" (million yen)

mmm Operatin profit = EBITDA

—~Operating profit margin 29.2% —~EBITDA margin

28.1%

25.2%

0
24.2% 22.0%

18.2%

22.8%

| *EBITDA = operating profit
i+ depreciation (including amortization of goodwill)

303 302 15.0%

| +amortization of leasehold deposits
share-based payment expenses

Q1 Q2 Q@3 4 Q1 Q2 Q@3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q1 Q2 Q3 Q4 Q1 Q2 Q3 4 Q1 Q2 Q3 4 Q1 Q2
FY2020 FY2021 FY2022 FY2023 FY2020 FY2021 FY2022 FY2023
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Profitability. Consolidated operating income for Q2 was JPY193 million, an increase in YoY but a decrease in
QoQ due to a significant increase in recruiting expenses and office rent compared to Q1.

The operating margin was 11.8%. EBITDA, excluding non-cash charges, was JPY245 million.



(Incorrect)

Results by Segment - Net Sales

O Net sales by segment are as follows.

Digital transformation business DX x Technology business DX x HR business
*The aggregation standards for marketing services were partially *The business was consolidated in Q4 FY2022 “The business was consolidated in Q3 FY2022
changed in Q1 FY2023, and projects involving many consulting Previous figures are shown for reference, Previous figures are shown for reference,
aspects were transferred to consulting services indicating net sales of the relevant business of indicating the financial results of ulogo Co., Ltd
*Starting with the Q1 disclosures, the Ulscope service counts tc:atsr?eplzéas L romwhich; the:businesswas
Ulscope projects only. Accordingly, the figures have been Tensiem 143
recalculated retroactively through FY2021. 1,196 1138 B Technology services Healthcare services
. 1,102 39 = HR solution services
Ulscope services 1,061 o @ Unit: million yen
= Marketing services Unit: million yen
3 It‘g , 9% 910 BN o Sales grew due to 50
= Consulting services 1 o : m .
9 . 183 consolidation of artwize HR solution services
itmiliorT e i inc. into the Group, etc. have grown steadily since
183 the consolidation into
677 the Group
38
552
5 1563
458
452 E i
- 834
Q1 Q2 Q@ 4 o Q2 Q@ a4 A Q2 Q1 Q2 Q3 Q@4 Q1 Q2 Q1 Q2 Q@3 Q4 Q1 Q2
FY2021 FY2022 FY2023 FY2022 FY2023 FY2022 FY2023
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(Correct)

O Net sales by segment are as follows.

Digital transformation business DX x Technology business DX x HR business

*The business was consolidated in Q4 FY2022. *The business was consolidated in Q3 FY2022

*The aggregation standards for marketing services were partially

changed in Q1 FY2023, and projects involving many consulting _Prewoys figures are shown for reference, Previous figures are shown for reference,

aspects were transferred to consulting services indicating net sales of the relevant business of indicating the financial results of ulogo Co., Ltd.
cuatro pistas Ltd. from which the business was

e service counts I ferred

es have been ransterre 143
1,196 ) )

1138 B Technology services Healthcare services

Unit: million yen = HR solution services

*Starting with the Q1 disclosures, the
Ulscope projects only. Accordingly, i
recalculated retroactively through FY2021.

Ulscope services
Unit: million yen

50

m Marketing services Sales grew due to

consolidation of artwize HR solution services
inc. into the Group, etc. have grown steadily since
the consolidation into

the Group

® Consulting services

Unit: million yen

552
452 458
40 ﬁ
<

Q2 Q1 Q2 Q@3 Q@4 Q1 Q2 Q1 Q2 Q3 Q4 Q1 Q2
FY2023 FY2022 FY2023
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Q1 Q2 Q@3 Q@ Q1 Q@2 Q3 o o
FY2021 FY2022 FY2023 FY2022

Sales trends by segment and by service.

In the Digital transformation business, sales of consulting services increased in QoQ. On the other hand, sales
of marketing services, which had a large spot order in Q1, and Ulscope services, which are basically shot
research projects with large quarterly fluctuations in sales, declined in QoQ.



The DX x Technology business was significantly impacted by the addition of artwize Inc. to the group, resulting
in an increase in sales in QoQ, while the DX x HR business saw a significant increase in sales in QoQ due to the
addition of Dr. KENKO KEIEI Inc.'s healthcare service in addition to the HR solution service, which has been
steadily increasing in sales since joining the group(*).

* We revised the figures of “Segment of the Digital Transformation business” on the Financial Results for the
First Two Quarters of the Fiscal Year Ending December 31, 2023 projected at the Financial Results briefing
since the figures were wrong, and disclosed on 16th August 2023.



Results by Segment - Cost of Sales & Gross Profit

0O Cost of sales and gross profit by segment are as follows. In the Digital transformation business and DX x Technology
business, gross profit margin rose in line with the increase in the number of regular employees, etc.

Digital transformation business DX x Technology business DX x HR business
Results (million yen) QoQ [ Results (million yen) QoQ ' Results (million yen) QnQ

Net sales 1,138 48% 354 +60.0% 142 +84.4%
Personnel expenses !

o mee T e 0

RUtiEhd opeeds 475 164% 197 +39.7% 28 +460%
(cost of sales) |

Other costs 3 +50.0% | 1 s 0 s

491 +6.1% | 85 +117.9% 93 +72.5%

43.1% +23pts | 24.0% +6.0pts 65.5% -6.4pts
SG&A expenses 475 +346% Q0Q |
Operating profit 193 -15.4% QoQ

Operating profit
| 1% 35p15 Q0Q

*The figures are before allocation of SG&A expenses such as rent expenses to cost of sales, and accordingly .
do not correspond to gross profit as stated in the summary of financial results and quarterly report, etc Pro]ethomPany 15

Next are cost of sales and gross profit by segment.

In the Digital Transformation and DX x Technology businesses, the gross profit margin improved as a result of
an increase in the ratio of professional employees due to hiring in April and intergroup collaboration, which
led to the acquisition of more profitable projects in part in the DX x Technology segment.

In the DX x HR business, the gross profit margin remained high at 65.5%, although the start of consolidation
of Dr. KENKO KEIEI Inc. put downward pressure on the gross profit margin.

As a result of the above, while gross profitincreased in QoQ, SG&A expenses increased 34.6% in QoQ, resulting
in a decrease in operating income of negative 15.4% in QoQ.



Breakdown of SG&A Expenses

O The breakdown of selling, general and administrative expenses (SG&A expenses) is as follows. On a quarter-on-
quarter basis, hiring expenses and rent expenses increased significantly..

Results (million yen) SG&:;XE;:?S o QoQ Description
Z‘f,;i‘;ﬂ’,‘g:,‘;ng;jf:e/s 159 9.7% +14.4% Remuneration for directors and officers, salaries for
- 0 o 0 .
(SG&A expenses) back-office employees and outsourcing expenses, etc.

101 6.2% +40.3% Agent fees and event expenses, etc.
76 4.7% +166.7% Office rent, etc.

Depreciation, etc. Amortization of goodwill, depreciation of other non-
0, 0, 2
<'”°'”d'”oi’gm'zat'°" o 46 2.8% +18.6% current assets and share-based payment expenses, etc.

Other SG&A
expenses
Total SG&A expenses 475 29.1% +34.6%

Hiring expenses rose by approximately 40% QoQ as 2024 graduates’ acceptance of job offers peaked,
while rent expenses increased significantly in line with the start of move-in to the temporary office
in preparation for the office relocation in January 2024.

92 5.6% +39.4% M&A-related expenses (brokerage fees), etc.
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Next is a breakdown of its SG&A expenses. Since April through June is the peak period for accepting job offers
from employees scheduled to join the company in April 2024, recruiting expenses recorded at the time of
accepting job offers increased by 40.3% in QoQ.

In addition, rent expenses increased 166.7% due to the start of occupancy in temporary offices during the
period in preparation for the office relocation in January next year.

In addition, the recording of approximately JPY20 million in M&A-related expenses in other SG&A expenses
contributed to the increase in SG&A expenses.



Digital Transformation Business | Number of Clients & Net Sales per Client

O The number of clients and net sales per client grew compared to Q1 FY2022.

— Number of clients (by period of continued orders)
*Figures indicate the number of clients with which the Company had
transactions in the fiscal year, compiled at the end of each period.

m Other

® 3 months or more
m 6 months or more
=12 months or more

133

15 ) 106
o7

79

165

q 1451

X O P F P N > F Before After

& & P RO I - revision revision
AR DR RO S I S Ui

AR D /O S Full-year average

& target for FY2023

X

Number of Ulscope projects

Ulscope helps attract new clients efficiently

52 5
o 4-6 42 36 36 i
-, 30 35

5

40 4(V
SES Y
24" u =

Q2 Q3 Q4 Q1 Q2
FY2022 FY2023

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 1
FY2020 FY2021

— Net sales per client (milion yen)
* Figures cover the clients with which the Company had
transactions in the fiscal year, compiled at the end of each period.
o
30.2 37 =
- 32
253
I/
18.3 199/ 224
>
M )
10/ ”'9/ 12.3 /
0 » =
58
I/
) N NA DS QD N
PSR RN L 3 & Before  After
VP ) UL Y revision  revision
AR R S
Q,Lq, & & Full-year average
(Z\"' target for FY2023
Number of clients by Deepening relationships with existing clients
net sales per client to turn them into large-scale customers

Up to ¥30 Up to ¥100 Up to ¥300 Over ¥300
million million million million

FY2020 ‘ 9 companies ‘ I 8 companies ‘ ‘ 2 companies I [ 0 company ‘
FY2021 ‘103 companies‘ |11 companies‘ ‘ 2 companies I l 1 company ‘
FY2022 ‘103 companies‘ |23 companies‘ | 5 companies | | 2 companies ‘
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This section describes the major KPIs of our core business, Digital transformation business.

First, let us look at the number of clients and revenue per client, which make up the revenue of the Digital

transformation business.

The number of clients indicates the cumulative number of clients with which transactions were made from
the beginning of the fiscal year to the end of each quarter, and the number of clients by the end of Q2 was
106. In Q2, the number of Ulscope projects, which is the starting point for our client acquisition, was only 22,

so the number of clients increased by only nine in the QoQ.

Sales per client were JPY22.1 million, an increase of JPY3 million over the same period last year.



(Incorrect)

Digital Transformation Business | Number of Employees & Net Sales per Employee

O The number of employees increased in line with new graduate employees joining the Company in April, while net
sales per employee and the partner ratio dropped significantly.
— Average number of employees during period (people)

*Figures include employees in the Digital transformation
business and the corporate staff.

— Net sales per employee (million yen/month)

343 345 353

U] —0 3.28
]
257 2.7/ Equivalent to net 248 >u
R sales per employee - 2.84
m by using partners L]
. 1.72
145 135 x e | 5 1.57
to to & Em % ; 1 37\ 1
165 it 174 174 :
—n— Net sales per employee i man-hours on fostering members and new

- Net sales per employee per partner J.oc:dradudio emplay joming the Company
FY2019 FY2020 FY2021 FY2022 Q1 Q2

Before After Before After
FY2023 revision  revision FY2019 FY2020 FY2021 FY2022 Q1 Q2 revision  revision
Full-year average EY2023 Full-year average
target for FY2023 target for FY2023
Number of new employees and attrition rate (Digital transformation business only)

Average number of partners & partner ratio
*The attrition rate is calculated by dividing the number of retirees during a year through the end

Partner ratio will decrease
during period due to an increase in
of each period by the average number of employees during the same period. mmmm Avg. no.of partners 118 H regular employees
B y —O—Partner ratio 114 I
i The first-year turnover rate :

ept 35% 34% = New employees 73
S5% 25% —OAttrition rate 0.48
annlllnan o O
Q1 Q2 Q3 Q4 7Q1 7Q2 Q3 Q4 701 7Q2 - 2;:9 2;:() 2’;:1 a C;iZO?j a4 IQ:1YZOS§ Full-year average
FY2021 FY2022 FY2023 target for FY2023
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(Correct)

Digital Transformation Business | Number of Employees & Net Sales per Employee

O The number of employees increased in line with new graduate employees joining the Company in April, while net
sales per employee and the partner ratio dropped significantly.

— Average number of employees during period (people) — Net sales per employee (million yen/month)
*Figures include employees in the Digital transformation 345 353
business and the corporate staff 343 .
u -—n 3.28
[m}
257 2.7/ Equivalent to net 248 -u
Cg—" sales per employee 284
x by using partners L]
- 1.72
145 e 157
to 11::’,5 P— o205 e 162 ) ° e
165 145 174 174 1.83 i
{ Dropped mainly due to managers spending |
Net sales per employee : man-hours on fosle(mg members and new
e el sales per employee per pariner i graduate employ joining the Company
FY2019 FY2020 FY2021FY2022 Q1 Q2 Before After Before After
FY2023 revision revision FY2019 FY2020 FY2021 FY2022 Q1 Q2 revision  revision
Full-year average Y2023 Full-year average
target for FY2023 target for FY2023
Number of new employees and attrition rate (Digital transformation business only) Average number of partners & partner ratio Partner ratio will decrease
*The attrition rate is calculated by dividing the number of retirees during a year through the end during period due to an increase in
of each period by the average number of employees during the same period. mm Avg_ no.of pariners 118 regular employees
1.14 -
H —0—Farl i
The first-year turnover rate ; annerratio

0.0

35% 349% mmm New employees
24% 25%

0.87

—OAffrition rate 0.48

o
safllcolss Bl W

BE’E:’E revision After l;visiun
Ql Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 PR Fvoan ez oa3oas Al az

Full-year average
FY2021 FY2022 FY2023 2019 2020 2021 FY2022 FY2023 target for FY2023
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The same table shows the average number of employees and sales per employee during the period, which
are components of sales in the Digital transformation business.

While the average number of employees during the period increased to 154 with the hiring of new graduates
in April, sales per employee and the partner ratio declined significantly.



The decline in sales per employee was due to both the impact of the lower partner ratio and the impact of
lower sales per employee including partners. While the former is also a factor in improving profit margins, the
latter is due to an increase in the ratio of new hires and an increase in the man-hour of manager for training
members, according to our analysis. We believe that raising sales per employee, including partners, through
future human resource development is important for earnings recovery.

As a result of a recent review of the attrition rate, the actual turnover rate for Q1 has changed from the figure
presented in the financial results presentation for Q1. | am terribly sorry (*).

* We revised the figures of “Segment of the Digital transformation business” on the Financial Results for the
First Two Quarters of the Fiscal Year Ending December 31, 2023 projected at the Financial Results briefing and
the Financial Results for the First Quarter of the Fiscal Year Ending December 31, 2023 since the figures were
wrong, and disclosed on 16th August 2023.



DX x Technology Business | Overview of Operations

O Gross profit margin of cuatro technologies, Inc. (currently ProjectTechnologies, Inc.), which joined the Group in
October 2022, improved against the backdrop of a shift to a direct commerce format in practice due to winning of
clients via ProjectCompany, Inc.

0O At artwize inc., which joined the Group in April 2023, intra-group collaboration is being reinforced with

ProjectTechnologies, Inc. mainly in terms of marketing and hiring. Strengthened Collaboration

Winning Clients via ProjectCompany within the DX x Technology Business

@ﬁ Glisnt | OO X Oartwize
A ProjectTechnologies

Consulting services
contract Concurrently engaged

[o)e) H Direct Manager responsible
PrO] ectCompany commerce for marketing
in practice
Concurrently engaged
Engineering services
coitraet Manager responsible

or hiring

L Strengthen collaboration through a system of

mutually concurrent engagement centering on
marketing and hiring departments

oo ProjectTechnologies
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Lastly, | will explain the business overview outside of the Digital transformation business.

First, let me talk about the DX x Technology business. ProjectTechnologies, Inc., which joined the group in
October last year, has been able to improve its gross profit margin by acquiring clients through the
ProjectCompany, Inc., which in effect has become a direct sales channel, and we believe that synergies are
now being realized.

In addition, artwize Inc., which joined the group in April, is in the process of strengthening collaboration
between the same businesses within the group, particularly in the sales and recruiting divisions, by
establishing a mutual dual-employment system with ProjectTechnologies, Inc., which is in the same line of
business.



DX x HR Business | Overview of Operations

O Steady growth in business performance was seen at uloqo Co., Ltd. (currently ProjectHRsolutions, Inc.), which joined the Group in
April 2022, as it utilized the Group’s know-how with a focus on organization building.

O In April 2023, the Company acquired shares of Dr.KENKO KEIEI Inc., which mainly provides occupational health physician referral
services, in an effort to expand the range of services it offers in the HR and labor areas and to enhance its sales channels by utilizing
the labor and social security attorney network of Dr.KENKO KEIEI Inc.

HR solutions services Health care services

Client [human resources and labor departments of companies]

Consultation

Provision of services P. t of servi Matching of
gymenr.onsetvice Labor and occupational 2
i Payment of service
(Hiring a%eer;tiz r?n:t:)R system fees G SR hqal_th ok
Y attorney network physicians,
stress check,
Will utilize the A etc.
networkasa /) Referral of
sales going F 4 projects and
forward Y / clients
. . 32 *Joined the Group
oo ProjectHRsolutions +* BREE e
° in April 2023
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Next is an overview of the DX x HR business. As for ProjectHRSolutions, Inc, which joined the Group in April
last year, we injected the Group's know-how, mainly in the area of organization building, and the company
has gradually established an organization from the starting phase of a small organization size and is steadily
growing its business performance.

In addition, this past April we acquired a stake in Dr. KENKO KEIEI Inc., an industrial physician referral service.
Although the nature of our services is somewhat different, we would like to grow our business through
synergy by expanding our menu of offerings and cross selling our services to the corporate personnel and
labor area as well.



Overview of Revisions to Earnings Forecasts

O Made downward revisions to forecasts of net sales and profits mainly in the Digital transformation business.

FY2022 Eé’;?ﬁé’.ﬁ‘ga& Latest Major backgrounds
Unit: million yen (actual) period revisions of the revisions
4.352 7.470 6.420 14.1% v Reviewed the personnel plan based
: ’ i on the current status of the Digital
E:‘gsllt:é ;rsansformallon 4,019 6,100 4,660 23.6% It;e:grs)formatlon business (described
DXx Technology business 210 890 1,270 +42.7% v Included artwize inc., which joined
the Group in April, into the earnings
DXxHR business 122 480 490 +2.1% forecast
Gross profit™t 1,939 3,110 2,530 -18.6% ) ) )
(Gross profit margin) (44.6%) (41.6%) (39.4%) (-2.2pts) v Revised the estimated gross profit
Digital transformation T 2,710 1,950 28.0% margin of the Digital transformation
(45.1%) (44.4%) (41.8%) (-2.6pts) business based on the status of
280 100.0% new graduate employees, etc.
(0 53/03) (1517‘3/3 (22.0%) +(+6,3pts) (how ready they are for specific
¥ 82 260 300 +15.4% assignments)
(67.2%) (54.2%) (61.2%) (+7.0pts)
Operating profit 958 1,270 720 -43.3% | v Operating margin declined due to
(Op=rEting poitmargin) (22.0%) (17.0%) (11.2%) 2Epts) the impact of fixed costs in SG&A
» in line with the revisions
EBITDA™ 1,016 1,470 920 37.4% expenses in . A
(23.4%) (19.7%) (14.3%) (5.4pts) to net sales and gross profit margin

*1 The figures are before allocation of SG&A expenses to cost of sales, and accordingly do not correspond to gross profit as stated in the consolidated financial statements.
*2 EBITDA represents operating profit plus depreciation, amortization of leasehold deposits and share-based payment expenses. =
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| will now explain the downward revision of the FY2023 earnings forecast.

We will provide an overview of this modification. Mainly in light of the current situation in the Digital
transformation business, we have revised our net sales forecast to JPY6,420 million, down 14.1% from our
initial forecast, and our gross profit forecast to JPY2,530 million, down 18.6% from the same period last year.

In conjunction with the revision of net sales and gross profit, the forecast for operating income has been
lowered to JPY720 million due to the fixed cost impact of SG&A expenses and other factors.



Background (1) | Tightening Requirements for Managers

O With many new employees joining the Company in April, differences in the ability to foster members have

become apparent among managers.

O Added the organization building aspects to the requirements for managers, and reviewed the hiring plan by

assuming “how many people managers can fully foster.”

— No. of managers

Candidates for managers
m Managers

Requirements for managers
O Negotiations with clients

O Partner management
O Risk management and service
quality manaﬁ&:ment

O Organization building and fostering
of members

Q2 Q3
FY2022

FY2021 Q1

Q4 Q1 Q2

FY2023

Decreased due to
the review of
requirements for i i
managers

FY202
target
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Personnel plan *Total number of employees in the Digital transformation business and corporate staff at end of each period

Hired approx. 40 of 2023 graduates —]
L 3
I/

Q2

107 |

[ = Revised plan
Q3 Q2
FY2023

End of Q4

FY2022

Q1

= Initialplan ot
L - /\— Plan to hire 2024

graduates by around 60

Q3 Q4

FY2024

o (People)

Reviewed the hiring plan
by assuming “how many
people managers can
fully foster”

200

100
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I would like to explain the background behind the revision of the earnings forecast. The first point is the
tightening of manager personnel requirements and the associated revision of staffing plans. With many new
employees, including new graduates, joining the company in April, the gap in member development skills
among managers became apparent in Q2.

In response, we added the perspectives of organization building and member development to the manager
personnel requirements and took another look at them. As a result, the number of managers decreased to 17
at the end of Q2 compared to the end of the previous quarter. Based on the number of managers that can be
trained, we are reviewing our personnel plan for H2 of the year and beyond.

At the beginning of the period, we had assumed that the number of employees at the end of FY2023 would
increase by approximately 70% from the end of the previous period, but as a result of this revision, the number
of employees is now expected to increase by only approximately 35%.



Background (2) | Focus on Training New Graduate Employees to Make Them Ready for Work

O In light of the background on the previous page, managers have spent more man-hours than initially anticipated for
training 2023 graduate employees to make them ready for work.

O Plan to curb the winning of projects to a certain extent, assuming that man-hours will continuously be spent for fostering
new employees in FY2023

Ratio of New Graduate Employees *Compiled the graduate employees who joined the Company in April 2023
by Charge Rank and were assigned to the Digital transformation business

100%

80% C : Personnel other than A and B (as of the end of June: 33%)

C
0y
60% B : Personnel achieving 50% or more of the contribution to gross profit
0% as existing employees (as of the end of June: 30%)
0

20% A : Personnel achieving the same level of contribution to gross profit

as existing employees (as of the end of June: 37%)
0% —

End of April End of May End of June

As of the end of June, approximately 40% of new graduate employees became as capable as existing employees.
For the rest, however, managers will presumably have to continuously spend man-hours to foster them.

Plan to prioritize training and fostering of new employees through the end of FY2023,
curbing winning of projects to a certain extent
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The second factor behind the revision of the earnings forecast is the focus on launching and training new
graduate employees. As shown on the slide, as of the end of June, nearly 40% of the new graduates who
joined the company in April had risen to the same level as existing employees, while managers continue to
need to devote a certain number of man-hours to training the other members.

In response to this situation, we have decided to place priority on employee training and plan to curtail the
acquisition of projects to a certain extent during FY2023. As a result, average sales per employee, which were
expected to be approximately JPY3.3 million per month in our initial earnings forecast, are now expected to
be only about JPY2.8 million per month.



Initiatives for the Years Ahead

O In the short term, plan to partly entrust fostering of members to those who used to be managers by the end of 2023 as a
target, and continuously monitor the situation based on the ratio of 2023 new graduate employees by charge rank (see p.24).

O As a medium- to long-term initiative, will introduce a system in which units of a small group of newly selected managers with
a certain degree of discretion will closely coordinate with the executive team to achieve results in both budget progress
management and organizational management, thereby fostering such managers in a more sophisticated manner for the
next fiscal year and thereafter.

In the
short term

To be done by
the end of 2023

In the medium
to long term

Exert effects in 2024
and thereafter

Details of Initiatives

Follow-up of Results

Employees who had experienced the role of managers
at ProjectCompany and have been reassigned to
back-office operations or group companies
will partly be engaged in fostering the members
including new graduate employees

Rate of 2023 new graduate
employees by charge rank
[wp.24]

Foster managers in a more sophisticated manner
by introducing a system in which units of a small group
of managers, who are selected under new requirements

for managers and are given a certain degree of discretion,

will closely coordinate with the executive team
to achieve results in both budget progress management
and organizational management

Number of managers
and candidates for managers
[wp.23]
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Against this background, the Company takes the downward revision of the forecast for the Digital
transformation business very seriously.

As a short-term measure, we are partially replacing the training of new graduates and other members by
utilizing human resources who had been managers at our company in the past and were reassigned to back
offices, group companies, etc.

In addition, with a view to demonstrating effectiveness in the next fiscal year and beyond, we are in the
process of upgrading manager training by creating a system that aims to demonstrate results in terms of both
budget and organization, in close cooperation with the executive team, while giving manager personnel a
certain degree of discretion.

We plan to follow up on the results of these measures with the percentage of new graduate employees by
charge rank and the number of manager personnel.



Investment Plan for Securing Human Resources

O Assume the following hiring and rent expenses to be recorded in the medium to long term as investments to secure
human resources.

0O Revise the budget plan for hiring expenses for the current fiscal year in line with the revision to the personnel plan.

< Hiring expenses >
‘ = Initial plan

150 | (million yen/quarter) LS Hiring-related expenses, mainly payments to hiring agents,
o will be largest in Q2 FY2023, when 2024 new graduates
100 72/01 i S . start accepting job offers in advance.
- Revise the budget plan for Q3 and thereafter
50 45/ S in line with the revision to the personnel plan.
" ‘ = Revised plan
Q4 Q1 Q2 Q3 Q4
FY2022 FY2023

< Rent expenses >

January 2024: Relocate head office
’7 to Azabudai Hills

150 (million yen/quarter)

= Plan
100 Start using a temporary 3 3
office from April B I H Based on future manpower planning,
. :

will secure an office of a scale
50

31 33/76 that should eliminate the need for
—— W

" further expansion for some time from FY2025.

Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 FY2025

FY2022 FY2023 FY2024 =
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Next, we will present our investment plan for recruiting personnel, which we have been disclosing for some
time, as well as our hiring expenses and rent expenses.

Recruitment expenses are expected to remain below the initial forecast from Q3 onward, in line with the
recent revision of the headcount plan.

There are no major changes from the previous disclosure for rent expense, which is mainly office rent, and
we expect it to increase from Q3 onward in preparation for the relocation to Azabudai Hills, which is scheduled
for January 2024.

Finally, we are acutely aware of our responsibility for the disappointing results of the downward revision of
our earnings forecast for this fiscal year. | deeply regret my lack of ability as a manager and the fact that | may
have been somewhat prideful as we have continued to increase sales and profits since the establishment of
the company.

However, my vision of creating a project-based society and achieving sales of JPY1 trillion by 2045, which |
have committed myself to as a manager, has not wavered one bit.

As a first step, we intend to restore the trust of investors and fulfill our management responsibility by quickly
rebuilding our business performance and business structure.

We will do our utmost to repay our long-term shareholders with a return in the form of increased corporate
value, and we would like to ask for your continued support in this endeavor.



Question & Answer

Speaker [M]: | would be happy to take your questions then. Mr. Yoshida, please.
Yoshida [Q]: Thanks for your help. There are several.

First, | would like to know more about the circumstances of the downward revision. At the February briefing,
| asked President Doi if he thought it would be difficult to train more people in the short term, and he
responded that he saw this as a challenge in a sense. | think you worked on it in your own way, where it was
different and harder than usual, but | would like to know more about what actually happened in the last three
months and why the training was not as good as you thought it would be.

For example, as a specific example, if you went to a customer and participated in a project where problems
occurred with personnel at the beginning of the start-up, or something like that, | think it would damage the
brand, so can you actually tell us a little more about that, and how it happened?

Doi [A]: First of all, | think that the difference between what | explained in February and my view is that the
capacity for training managers is very large. In fact, there were about 20 manager candidates, or rather,
managers, to which about 40 new graduates came, and each of us had to train about two new graduates, who
were in a completely new state.

What happened in that case was that the manager had to spend a great deal of time training the new
graduates as they entered the project delivery or helping them with output, in other words, they had to spend
a lot of time training and reviewing them to ensure output quality.

As a result, they could not generate the man-hours that managers should be doing, such as enhancing sales
within the client, creating new numbers, or developing partners and assigning them to new projects. There
were also differences in ability in training, with some managers able to start up early, while others were not
able to train their staff very well and simply followed through on their own.

Because of these factors, we were unable to generate the capacity for organizational expansion that we had
originally envisioned, and we were also unable to spend enough man-hours acquiring new projects, which led
to this revision.

Yoshida [Q]: So that would have led to a lower manager utilization rate within the company, but can | assume
that there was no inconvenience or complaints from customers?

Doi [A]: | think that is correct.
Yoshida [M]: | understand. Thank you very much.

Doi [A]: To add, to begin with, new graduate employees are not completely ready to charge from the
beginning, so including that aspect, we are in a situation where we are not causing any major inconvenience
to our customers, or brand damage has not occurred.

Yoshida [Q]: On the second point, on page 24 of the slide, the graph shows a decrease in the number of
managers, what is actually happening? If the number of candidates has increased a bit, can you tell us why
the number has decreased in this area, whether some people have dropped from managers to candidates or
have actually retired?



Doi [A]: It does not mean that there are retirements, but rather that there are 17 members who have been
filled as managers as a result of the review of requirements, and as you mentioned, some members who were
originally managers have dropped out or are no longer candidates for manager.

Yoshida [Q]: So, you are aiming for 30 people, but basically you are aiming for 30 people, including those who
were originally manager candidates who are coming back again?

Doi [A]: You are correct. However, we will continue to tighten our grip on manager discernment, as some of
our standards cannot be successfully reduced to this type of discernment unless we raise them firmly.

Yoshida [Q]: Next, we are looking at slide 25. What percentage of new graduates by rank of start-up status
did President Doi originally envision, say, at the end of June?

Doi [A]: Using the definition on this material, as of the end of June, we had an image that if we had three
months, the C personnel would already be about 10% or less than 10%, and A and B together would constitute
about 90%. However, | have the image that the composition ratio here did not quite work out as | had
envisioned due to issues of training methods and capacity, and that it has taken some time.

Yoshida [Q]: | would like to know as much as possible about your future hiring plans, as well as overall
employee figures, and what you envision for future growth. | wonder if the target figures of JPY10 billion and
JPY2 billion in the mid-range plan, one year ahead of schedule, have been changed this time as originally
planned.

In this context, can you also tell us how you plan to handle the number of employees and the number of hires?
In addition, | would like to know what the number of customers would look like.

Doi [A]: First of all, regarding our future outlook and plans, our basic premise is that we are taking this incident
very seriously, we need to rebuild firmly this year and see how far we can expand our organizational capacity
at the end of the year, while assessing the capacity of our managers, etc.

Basically, we have not yet lowered the TARGET 100 that we have set forth in our mid-term plan. We will
continue to refine this plan as we assess the situation through the end of the year.

As for the personnel plan, as | explained in my presentation, | think what we have learned is that we must hire
according to the training capacity of managers. | think there are two directions there. | believe that it is
necessary to do these two things well: the number of people to be hired, and the speed at which the
personnel’s are growing at fast or slow, and reflect this in the hiring criteria.

In terms of the number of new graduates, | think we can basically expand the number of new graduates from
the number we hired this year to a slightly higher pace than we are currently able to do with our current
organizational capacity. As for mid-career hiring, we would like to continue to hire about three people each
month as planned.

Matsumura [A]: | would like to add a supplement.

The basis of the staffing plan shown on page 24 is based on the assumption that mid-career hires will be made
at the level mentioned by Doi and that there will be a certain amount of turnover.

We had set a very high target of 100 new graduates for 2024 at the beginning of the term, but during the term
we shifted the target slightly to 60 to 80, or about 60 now, and this is a revision after accepting 40 new
graduates this year.



Therefore, for the current fiscal year, we will not increase the number of employees too much but will focus
on the establishment of managers or the establishment of new graduates by managers and return to an
organizational situation where we can accept new graduates in April next year. Conversely, we will make a
decision on how many mid-career workers we will hire after 2024 and how many new graduates we will hire
in 2025, taking into account the organizational situation there.

With that in mind, we have not lowered the TARGET 100 at this stage, but we believe that we need to examine
again whether this is an appropriate level based on the landing at the end of the fiscal year.

Yoshida [M]: | understand. Thank you very much.

Matsumura [M]: With this, | would like to conclude the presentation of the financial results of
ProjectCompany, Inc. for Q2 of fiscal year 2023.

Doi [M]: Thank you very much for your time today. Thank you for your continued support.

[END]




