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Conducting software verification, contracted system development, and development
and sales of package software
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[5252 Nihon Knowledge Sector : Information & Communication]

_ Netsales Yoy OPeraing . oOrdnary o\ o6t Yoy EPS  BPS  DPS
Fiscal Year profit profit
(mnyen) (%) (mnyen) (%) (mnyen) (%) (mnyen) (%) (yen) (yen)  (yen)
Mar.2021 2823 01 54 - 63 -213 32 280 286 3612 150
Mar.2022 3231 145 132 24x 137 2.2x 94 29x 827 4355 150
 Mar2023 f 3457 70 180 364 168 226 110 170 928 - 150

Note: Non-consolidated basis.Figures for the fiscal year ending March 2023 are the company's forecasts.
It conducted 1-to-10 stock split on November 25, 2022,10-to-1 reverse stock split on January 16,2023.Per share indicies
are adjusted retroactively.

Operating Software Verification and Development Business

Nihon Knowledge is engaged in the verification business, which provides software system
verification services, and the development business, which includes contracted system
development and development and sale of business package software. In fiscal year
ended March 2022, the verification business accounted for 61.1% of net sales and the
development business for 38.9%.

Verification Business
In the verification business, Nihon Knowledge performs quality planning, test analysis and
design, and test execution in the testing process to avoid risks caused by software defects.

Target software includes embedded software for smartphones and car navigation systems,
enterprise software such as sales management and accounting software for corporations
and web systems. Enterprise software is an area where the company can take advantage
of the expertise it has accumulated in the development business and this has led to the
company’s strengths in inspection efficiency and quality assurance based on its
development technology.

Since around fiscal year ended March 2019, the company has been shifting from software
quality testing centered on manual testing to test automation services, and net sales of
software quality testing have been declining while those of test automation services have
been increasing.

Development Business

In the development business, the company customizes ERP package software for
implementation. The overwhelming majority of ERP package software handled is OTSUKA
CORPORATION’s SMILE.

Nihon Knowledge also develops, sells and maintains industry templates. The company
develops and sells sales management systems for steel wholesalers as well as processors
and templates for building material and lumber wholesalers.

In addition to the above, the company focuses on the development, sales and
maintenance of security products.
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In fiscal year ended March 2022, customized contract development accounted for about

80% of the business’s sales, industry templates for about 5% and security products for
about 15%.
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Financial Statements

Fiscal Year Mar.2021 Mar.2022 Nine months to

Statement of income Dec.2022
(mn yen) (%) (mn yen) (%) (mn yen) (%)

Net sales 2,823 100.0 3,231 100.0 2,613 100.0
Cost of sales 2,416 85.6 2,704 83.7 2,083 79.7
Gross profit 407 14.4 527 16.3 530 20.3
Selling, general and administrative expenses 353 12.5 394 12.2 341 13.1
Operating profit 54 1.9 132 4.1 188 7.2
Non-operating income 14 - 6 - 9 -
Non-operating expenses 4 - 1 - 4 -
Ordinary profit 63 2.2 137 4.2 193 7.4
Profit before income taxes 54 1.9 135 4.2 193 7.4
Net profit 32 11 94 2.9 125 4.8

Fiscal Year Mar.2021 Mar.2022 Dec.2022

Balance sheet
(mn yen) (%) (mn yen) (%) (mn yen) (%)

Current assets 1,038 83.0 1,022 78.0 1,154 80.1
Cash and deposits 613 49.0 508 38.7 610 42.3
Accounts receivable-trade 393 314 476 36.3 487 33.8
Inventories 11 0.9 18 1.4 32 22

Non-current assets 212 16.9 289 22.0 286 19.8
Property, plant and equipment 69 5.5 131 10.0 134 9.3
Intangible assets 12 1.0 10 0.0 9 0.0
Investments and other assets 131 10.5 147 11.2 143 9.9

Total assets 1,251 100.0 1,311 100.0 1,441 100.0

Current liabilities 633 50.6 589 44.9 644 447
Accounts payable - trade 194 15.5 195 14.9 221 15.3
Short-term borrowings 50 4.0 50 3.8 50 35
Current portion of long-term borrowings 15 1.2 25 1.9 24 1.7
Current portion of bonds payable 32 2.6 32 24 26 1.8

Non-current liabilities 207 16.5 205 15.6 173 12.0
Bonds payable 82 6.6 50 3.8 40 2.8
Long-term borrowings 95 7.6 120 9.2 103 7.1

Net assets 410 32.8 516 394 623 43.2
Owners' equity 410 32.8 516 394 623 43.2

. Six months to

S EEr e 6r eaeh ons Fiscal Year Mar.2021 Mar.2022 Dec.2022

(mn yen) (mn yen) (mn yen)

Cash flows from operating activities 186 -32 109
Depreciation 16 17 9

Cash flows from investing activities -29 -89 -17

Cash flows from financing activities 77 10 -49
Dividends paid -5 -17 -17

Net increase in cash and cash equivalents 233 -111 42

Cash and cash equivalents 553 442 484

Note:Non-consolidated
Source: Prepared by Stock Research Center based on the notifiable prospectus.
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About Stock Research Center

Stock Research Center is engaged in the preparation of analyst reports, mainly on companies that are not sufficiently
covered by analysts, based on a neutral perspective, and broadly disclose the reports to the public with an aim to
revitalize the stock market.

Note: Reports prepared by Stock Research Center are created in reference to the Ministry of Economy, Trade and
Industry’s Guidance for Integrated Corporate Disclosure and Company-Investor Dialogues for Collaborative Value
Creation.
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A&A Partners GYOSEI & CO. Avantia G.P.
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Japan Securities Dealers Association The Securities Analysts Association of Japan

Certification by Analysts

Analysts indicated in the reports certify that the content indicated in the report precisely reflects the personal opinions
of the analysts on all securities and issuer companies discussed in the report. In addition, it is ensured that the opinions
directly or indirectly indicated in the report will have no influence on the analyst’'s compensation in the past, present,
and future upon writing the report.

Disclaimer

- The report is prepared by stock analysts affiliated with the Stock Research Center for the purpose of disclosure to a
wide range of investors as reference information and not to recommend or solicit to buy or to sell any particular
securities or financial instrument.

- The content and indication of the report is based on disclosed information available publicly and is prepared by
adding necessary supplementary information gained through interviews by analysts. The writer of the report is,
without exception, prohibited to use insider information, or to acquire such information. The information included in
the report is believed to be precise and reliable, but its preciseness is not verified objectively. In addition, the report
is not intended to comprehensively include all information required by investors.

- The information included in the report may become outdated due to changes in the financial market, economic
environment, etc. There are risks that the prices of stocks featured directly or indirectly in the report will fall below
the par value due to fluctuations in stock prices, changes in management/financial conditions of the issuers,
fluctuations in exchange rates or interest rates, etc. Past performance does not imply or guarantee future
performance.

- The opinions indicated in the report are subject to change without notice and the Stock Research Center has no
obligation to update the information or opinions included in the report.

- The Stock Research Center does not bear any responsibility for any results, including direct losses, indirect losses,
losses of profit and damages, suffered by investors due to using the report or relying on the report. Final investment
decisions shall be made by investors themselves and the sole responsibility concerning the investment lies with the
investors that viewed the report.

- The copyright of the report belongs to the Stock Research Center and it may not be copied, reproduced, quoted, etc.
in any form without prior consent.




