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Presentation

Moderator: Well, it is now time to begin.

Good morning to all participants. Thank you very much for taking time out of your busy schedule today to
participate in the Members Co., Ltd. financial results meeting for Q2 of the fiscal year ending March 31, 2023.

At today's briefing, Kenmochi, Representative Director of the Company, will begin with an explanation of the
financial results in accordance with the presentation materials. This will be followed by answers to advance
guestions and a question-and-answer period. During the question-and-answer period, we will be happy to
take your questions.

Please note that today's briefing is being recorded. Video distribution and transcribed materials will be
deployed later. Please note that this information will be made public on our website and other media.

Now then, President Kenmochi, please.
Kenmochi: | am Kenmochi, the Representative Director.

Without further ado, | would like to present the financial results for Q2 of the fiscal year ending March 31,
2023. Thank you.
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First, | would like to discuss the market environment we are focusing on.

As | have always explained, our management is paying the most attention to the fact that the size of the digital
market will continue to expand and that there will be a significant shortage of digital and IT personnel to fill
these roles in the future.



Management Policy and Service Features

Members is a platform on which digital creators (DCs), who play a
leading role in value creation in the rapidly expanding digital
economy, can grow and play an active role.

We develop and provide optimal digital business operation services
that meet social needs in order to realize a prosperous society.
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sincerity, and teamwork" and continue to Advanced
improve their skills to maximize the Engineering Saas DevOps technology
domain

results of client companies.

Pursuing happiness of digital creators Creating social value Optimizing the services provided

* C8V (Creating Shared Value: A management method that simultaneously realizes economic and social value)
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We have two businesses: the EMC business, which provides digital marketing support to large corporations;
and the PGT business, or the product growth team business, which provides teams of digital human resources
to venture companies.



2Q FY 2023 Overview

Consolidated sales revenue grew 20.9% year on year, indicating healthy performance compared with the average
growth rate of 19% in the past 3 terms. The PGT business has secured operations thanks to the success of the
operating structure that separates production and sales. In addition, the shift to a team-based operation improved
the unit price and maintained a high growth rate. Overall recruitment is going well. We have secured a sufficient
number of DCs, including over 480 new graduates, who were assigned to projects in 2Q. On the other hand, in the
EMC business, the number of clients was unchanged affecting operating rates, and consolidated operating profit
decreased year on year.

Consolidated results

Operating profit Added-value sales
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Without further ado, | will now explain our Q2 results.

First, sales grew 20.9% YoY to JPY8,213 million. Originally, we have been growing at about 19% for the past
three years, but in line with VISION2030, we have been working to achieve 25% growth. Unfortunately, we
were not able to reach 25%, coming in at 20.9%, but we were able to exceed, albeit slightly, the average of
the past three years.

Operating profit unfortunately fell short of the previous year's level by 21.2% to JPY288 million, for reasons |
will explain later.

The PGT business continued to perform very well, with solid and steady growth, thanks to the successful
implementation of a sales structure that separates production and sales, as well as a shift to a team-oriented
approach, which led to an improvement in unit prices.

On the other hand, in the EMC business, the growth rate of sales was only 12.9%, and the number of
companies we offer the EMC model remained unchanged from the end of the previous year at 54, resulting
in a lower-than-planned operating profit YoY.



Income Statement Summary

Operating profit in the 1st half fell below the forecast, due to the decline in operation rate
caused by the shortage of new projects, the delay in assignment of new graduates, and some
unprofitable projects (completed in 2Q). There are some issues with the sales strategy and
skill development of the EMC business, and we will strongly promote the integration of sales
functions of each internal company into one department and skill training in specialized fields
for employees belonging to the EMC business.

Result in the 12t half year in: 1¢t half year in FY3/2023 Full year in FY3/2023
Progress rate Progress rate
[Unit : million yen] FY3/2022 FY3/2023 y/y Forecast toward the Forecast toward the
forecast forecast

Sales revenue 6,795 8,213 +20.9% 8,280 99.2% 18,200 45.1%
Added value sales 6,381 7,842 +22.9% — — — -
Gross profit 1,890 2,265 +19.9% = == - -
(Gross profit margin) 27.8% 27.6% == o == = =
SGA 1,539 1,981 +28.7% = - — —
Operating profit 366 288 -21.2% 450 64.1% 2,200 13.1%
et ot 5.4% 3.5% — - — - -
Pretax profit 364 237 -34.9% 445 53.3% 2,185 10.9%
Net profit 259 157 -39.5% 320 49.1% 1573 10.0%

w

* Added value sales = Sales revenue — Outsourcing and procurement costs = Sales from in-house resources

Here are the performance highlights.

As | mentioned, we have been working to achieve 25% sales growth, with a commensurate increase in the
number of DCs, or digital creators, but unfortunately, we have fallen short of 25% in sales revenue. There was
only a growth of 20.9% in sales, and the lower operating rate resulted in a gross profit margin of only 27.6%.



Execution of strategy for 25% growth

Conisolidated Salas Revarue The target sales CAGR* is 25% while the CAGR in
S the past 3 years was 19%. In order to fill the gap of
6%, we will continue to secure the number of DCs

[unit: milion yan]

20,000 and expand the PGT business this term.
15,000 i .
10.607 1) Expansion of digital product growth support
10.000 areas
EMC business that provides a dedicated digital
5,000 marketing team
(Average sales growth rate of 12% over the past 5
o L HINEE NN BN years, exceeding the market growth rate.)
20/03 21/03 22/03
A e PGT business that dispatches personnel for
supporting the development of digital products
(Average sales growth rate of 49% over the past 5
years.)
it mployess] New graduates
2) Secure the number of DCs necessary for
- 484 achieving the 25% growth of sales
400 3% Hire a large number of new graduates to
300 2k increase the number of DCs by over 25%.

Enhance working environment
to keep low turnover rate.

20/04 21/04 22/04
* CAGR: Compound Annual Growth Rate

As | mentioned, there are two policies that we have taken to raise sales growth from a three-year average of
19% to 25%.

We are planning to strongly expand this digital product development support business, the PGT business, and
to increase the number of digital creators and employees to ensure this 25% growth. We have been focusing
on hiring a large number of new graduates, reducing the turnover rate, and mid-career hiring.

As a result, sales did not reach that level, and the operating rate declined, leading to lower profits.

So, although we were not able to achieve the results we had hoped for in H1, there were several very good
points, and we will use these points to recover in H2.



Policies/measures for achieving the annual plan for FY 3/2023

Growth points in the cumulative 2nd quarter

Successful sales of the
PGT business

Achieved the target operation rate
of DCs, including new graduates.

» Production and sales separation

» High operation rate due to
effective sales by dispatching a
team of DCs

Unit price increased by a
team-based operation in
PGT business

Transition from single personnel
to a team

= Average monthly unit price: up
about 110,000 yen by team type
+ Average monthly unit price: up
6% year on year

Growth of specialized

internal companies
Expansion into new technical
fields

Specialized companies*
» Accounting for 20% of sales
- Growth rate: 80.2%
- Added value sales per DC:
+40,000 yen compared with
major companies™®

Strong hiring of new

graduates
Securing the number of DCs

+ 484 new graduates joined in
April 2022.

- 628 new graduates to be joined
in April 2023.

Measures for achieving the full-year plan

Drastic reform of the sales system

- Clients: Leading companies that are
developing digital organizations in house

- Concentrate on the digital product growth
support domain, which has growth potential in
the large market

- Integrate the EMC and PGT businesses,
separate the production and sales divisions,
and form a company-wide sales organization

Enhance the development of technical
skills and expand specialized
companies

= Further brush up the technical skills of 2nd-

4th-year employees fresh out of college in 3
major companies

- Promote the establishment of companies
specializing in next-generation technologies

- Enhance the recruitment of mid-career DCs
with advanced skills

*Specialized companies: Internal companies mainly in the PGT bueiness, epecializing in dats, UX, EC, SzaS, DX, Al, XR, DevOps, etc 2 specialized companies a5 of September 30,
2022
Mazjor companies: 3 internal companies that are EMC company (EMC business), Members Career company and Members Edse Company (PGT business) -

Here are the good points.

One is that, as | mentioned earlier, sales in the PGT business are very strong. In the past, the PGT business was
centered on mid-career employees, but in the past year or two, we have tried to shift to a new-graduate
model and have assigned more new graduates to this business. The fact that we were able to absorb this and
maintain an extremely high operating rate indicates that this sales system of separating production and sales
was highly effective.

In the EMC business, we call it solution selling. We listen to the customer's issues, propose solutions to those
issues, propose solution plans, and then receive the order. That's the way we undertake it as a team. In the
case of the PGT business, the skills of the digital creators themselves are prepared in the form of skill sheets,
and the client buys the talent or a team of talent. This is the sales style.

In the latter case, the sales style of the PGT business is based on the separation of production and sales. In
other words, the sales force is separated from the production team of digital creators, and the sales force
alone can conduct sales activities. However, in the case of selling solutions to large companies, this separation
was not possible, and the on-site units, which include many DCs, and the sales force work in unison to create
proposals.

The separation of production and sales has advantages, such as speed and the difficulty of competition, and
the PGT business has been very effective under a system that separates production and sales.

The PGT business used to be called the digital human resources business and was centered on the temporary
staffing business, providing clients with digital creator human resources as temporary staffing. Therefore,



each creator had to provide services according to the client's instructions, but in the last fiscal year, we
changed the concept to the PGT business and started working as a team.

We have also shifted from dispatch to quasi-mandate contracts, where we are autonomously contributing to
the improvement of the client's results, such as marketing and product growth support, as part of a team
service. By making this conversion, we found that the average monthly per-creator billing cost increased by
JPY110,000, and then by 6% per year. This is the second good point we found in H1.

Therefore, we were able to conclude that, if we continue this trend, the value-added sales per creator will
continue to increase and should reach the same level as the EMC business.

The third good point is the breakthrough of specialized companies. We have established a number of in-house
companies specializing in technology, mostly in the PGT business. We have 12 specialized companies here
now, 12 PGT and EMC businesses combined.

Rather than these 12 specialized companies, we have other three in-house companies so-called the main
companies, that deal with comprehensive technical areas. Compared to these three main companies, the
sales ratio of the specialized area companies is still only 20% of the total; however, the total growth rate of
the specialized companies was 180% YoY, and also the unit price, value-added sales per DC, was JPY40,000
higher than those of the three main companies.

Therefore, we have gained the knowledge that we can expect significant growth by increasing and expanding
the number of specialized companies in the periphery of the PGT business, where the growth rate is higher
than in the EMC business.

The fourth point is that the market for new graduates is becoming more difficult, but our recruitment methods
and manner of mission and vision management have been very effective, and the recruitment of new
graduates is continuing to be favorable.

These are four very good points that we have gained in H1. Based on these four points, we intend to manage
the Company from H2 onward.

First, we are trying to recover from the weak and sluggish sales in the EMC business, where the number of
EMC companies remained flat, with the sales approach that we have cultivated in this PGT business. To this
end, we would like to establish a single sales headquarters for both PGT and EMC and switch all sales methods
of the EMC business to those of the PGT business.

Also, as | mentioned earlier, our specialized technology companies are doing very well, so we need to increase
the number of these companies. We will also increase the number of assignments in those companies, and
since it is in the rapid growth stage, we will assign a larger number of people to this stage to expand the
companies.

Another is to transfer employees in the three main companies with rather general-purpose jobs to the
specialized technology companies, and by shifting their skills to the specialized technology companies, we
believe we can improve the overall unit price and operating rate. | would like to pursue this policy.



Consolidated Earnings and Dividend Forecasts for the Term Ending March 2023

We implement the active measures for completing the full-year plan and aim to
achieve the full-year forecast without revising it.

Full-year results for Forecast for
FY 2022 (IFRS) FY2023(IFRS)
y/y increase/ y/y increase/
Full year decrease rate Full year decrease rate
Sales revenue (million yen) 14,938 23.6% 18,200 21.8%
Operating profit (millien yen) 1,876 48.7% 2,200 17.3%
Pretax profit (million yen) 1,896 52.0% 2,185 15.2%
Net profit (million yen) 1,404 56.7% 1,573 12.0%
f’(o_flt attributable to owners of parent 1,404 56.7% 1,573 12.0%
million yen)
ssns Dividends and DOE(*) Payout Ratio
% : < . 300%
s Commemarative dividend yen]
i : 251% 24.9%
7.0% T:-:!E ‘IF::esn Standard) 35 25.0% 23.6% 240 23.5% 23.2% e
6.0% 20 100%  fo6a% 20.89
20.0% B
5.0% 25 20.1%
40% 20 15.0%
L oo 3:2%
; 3.9%
3.0% 175 B j00%
20% o s 10
. 22% 95 ¢ 5.0% Payout Ratio Payout Ratio
1.0% 1.7% 19% 75 5 7 (Ja,oanese Standard) o (IFRS)
oox Li20 29 BN B2 0 0.0%
13/03 14/03 15/03 16/03 17/03 18/03 10/03 20/03 21/03 22/03 23/03 13/03 14/03 15/03 16/03 17/03 18/03 19/03 20/03 21/03 22/03 23/03
*DOE = Dividend on squity ratio Forecast Forecast

This is the full-year forecast for the current fiscal year.

We believe that we will be able to recover sufficiently in H2 of the fiscal year through recovery measures
based on the good points | have just mentioned. At this point, we would like to leave our full-year forecasts
unchanged at JPY18.2 billion in sales and JPY2.2 billion in operating profit.



Members group integration strategy launched

In April 2023, we will integrate the three major internal companies: EMC, Members Career, and Members
Edge, and optimize and strengthen the investment in sales and human resources development, which has
been conducted in respective companies.

By upgrading the models for recruiting and training new graduates, we will realize a management model
with high added value, a high operation rate, and mid/long-term growth.

» Sales strategy “Sales & Marketing Dept.” for the entire group was established in Oct. 2022.
We will concentrate on sales with a structure in which the production and sales divisions are separated
and enhance our activities for increasing new customers and expanding existing projects.

* HR development strategy We will invest for improving the skills of young creators and enhance the
shift to skills in the field with high added value other than website operation. We will recruit more mid-
career DCs throughout our corporate group.

-
o EMC N (Mcmbers\ /Mcmbcrs\ E
Company Career Edge Members
Company Company
Since
Sales October,
2022
Service
Since
April, 2023
(Planned)
HR
e HR dc‘ICIopmcnt
\J 3 X 4

As | explained earlier, based on the four good points, we are implementing policies, drastically reviewing our
sales structure and strengthening the development of specialized skills, to expand specialized in-house
companies. In implementing these two policies, we will merge our three main companies next spring.

Prior to that, we are moving forward with what we can, and one of them is the establishment of a sales
headquarters. By consolidating the disparate sales activities of the three main companies into a single sales
headquarters and integrating all sales methods with the separation of production and sales, as | explained
earlier, which the Members Career Company has been doing, | believe that EMC will be able to greatly expand
and further regrow.

Then, starting next spring, we will work on integrating service and human resources development as well. We
have been working in pieces, but we are now trying to integrate them into a unified effort.
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As | explained earlier, on a consolidated basis, sales growth was only 20.9% YoY. Operating profit was minus

21.2% YoY.

Sales were sluggish in the EMC business, resulting in a lack of new projects. At the same time, however, the
number of DCs increased at a rate higher than the 25% YoY, which resulted in a decline in the operating rate

and a decrease in operating profit.
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As | mentioned, the number of DCs grew by 27.1% YoY, and we were unable to absorb that growth.

However, we are trying to increase our workforce by such a large amount that we could increase value-added

sales per DC by 1.8%, an increase of JPY12,000 YoY.

In addition, the consolidated turnover rate has been slightly lower than the previous year, in the better

direction, which is also a good thing.
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The amount of investment in training to DCs is shown above.

The ratio of sales outside of web operations is 33.6% and is gradually and progressively increasing. Our long-
term goal is to raise this to 80% by 2030. Compared to the previous quarter, it was down about 2.5 points,
but the major trend has always been expansion, and we do not see any major problems.

As for the operation rate, it was 86% in Q1 and 78.2% in Q2. We were not able to absorb the assignment of
new graduates, as | mentioned earlier, and the operating rate is now lower than last year and even the year
before last. Of course, we believe that this operating rate can be recovered for Q3 and Q4, but in H1, the
operating rate fell because these 464 new graduate assignments were not easily absorbed.
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Sales by Segment-EMC Business

« Sales revenue in EMC business (*1) : 5,392 million yen [+12.9% year on year]

+ The number of client companies for the EMC model: 54 [Same as the end of the previous term]

« Added-value sales per client: 41,942 thousand yen [-3.0% year on year]

Sales revenue of the EMC business

[unit: million yen]

12,000

10.000

8.000

6.000

4,000

2,000

7.549

1,493

19/03

9,206

10.514

3.085

2651

2,648

2,129

22/03

m4Q

5,392

2,905

2,486

23/03

125

50

~
o

o

No. of clients for the EMC model(*2) -
Added-value sales per client company(*3)

[unit: No. of clisnts]

46,307
44,038 43,464 44.004 Baliads
35,926 36,659 75
54 53 54
| M | | I I
4Q | 10 20 3Q 4 10| 20Q 4Q
Geal
21/03 22/03 23/03

No. of clients
mmm for the EMC
model

Added-value sales per client company

*1 Sales revenue was roughly estimated with reference to the IFRS standard (the transactions between the parent company and subsidiaries were not offset).

“2 The number of clients for the service provided by a team composed of 3 or more DCs is defined and counted as the number of clients for the EMC and PGT models.

“3 Added-value sales per client company [thousand yen] = Quarterly added-value sales = Quarterly average number of clients

For the EMC business, as shown earlier, there was only 12.9% growth.

[unit: thousand yen]

50,000
45,000
40,000
35,000
30,000
25,000
20,000
15,000
10,000
5.000
0

The first major reason is that the number of companies we offer the EMC model remained unchanged YoY, at

54.

Second, there was a major unprofitable project that occurred in the previous fiscal year, which has been
resolved, and since then we have been working to prevent such unprofitable projects from occurring, but one
rather large unprofitable project did occur. This was settled at the end of Q2, and there is absolutely no
possibility of expansion in the future, but such unprofitable projects have occurred.
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Sales by Segment-PGT Business(*1)

* Sales revenue in PGT business (*2) : 3,245 million yen [+38.3% year on year]
« The number of client companies for the EMC model: 46 [+25 from the end of the previous term]

« Added-value sales per client: 17,736 thousand yen [Recording started this term]

lunit: mlian yar] Sales revenue of the PGT business No. of clients for the PGT model(*3) -
6.000 Added-value sales per client company(*4)
' 5’157 [unit: No. of clisnts] [unit: thousand yan]
5.000 100 20,000
1476 . —e
4,000 3,469 3045 = 17.633 17.736 o {50850
3.000 2,617 1.013 1332 -
: %0 43 10,000
spog | TA01 791 o 1,685
i iy 782 ﬂ 25 & 5.000
1.000 461
] = e .
" 64 512 0 o
19/03 20/03 21/03 22/03 23/03 4Q 19 2Q 4Q
1Q D2Q m3Q n4Q 22/03 23/03
No. of cliente
s forthe PGT Added-value sales per client company
madel

“1 In April 2021, “Digital Personnel business” was renamed “Product Growth Team (PGT) business.”
“2 Sales revenue was roughly estimated with reference to the IFRS standard (the transactions between the parent company and subsidiaries were not offset).

“3 The number of clients for the service provided by a team composed of 3 or more DCs is defined and counted as the number of clients for the EMC and PGT models. 13
“4 Added-value sales per client company [thousand yen] = Quarterly added-value sales = Quarterly average number of clients

The PGT business continued to grow at a high rate of 38.3%.

We are working to increase the number of PGT companies to 62, and as of Q2, we had 46 companies, a steady
increase, and we believe that we will be able to reach 62 at this steady pace.
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No. of DC and Added Value Sales per Person by Segment

* The number of DCs in EMC business : 1,127 [+227 or +25.2% from the end of the PY]
Added value sales per person: 780,170 yen [-1,623 yen, down 0.2% y/y]

* The number of DCs in PGT business: 936 [+213 or +29.5% from the end of the PY]
Added value sales per person: 629,470 yen [+42,505 yen, up 7.2% y/y]

No. of digital creators(*1) and monthly added value No. of digital creators(*1) and monthly added
G sales per person(*2) in the EMC business e ewse  Value sales per person(*2) in the PGT business
[unit: parson] [unit yon] N - Tunit: ven]
1,200 1,427 1,000,000 PR
1,200 1,000,000
- 950,000
1,000 775 950 933 gpq '
900 900,000
876 1,000 936 900,000
850,000
N [ ' 300 S 850,000
2 707
: ; 800,000 697 693 800,000
600 750,000 i o GG 50
748,083 747,524 e
i ’ 437 700,000
650,000 900 650,000
200 600,000 s : 600,000
550,000
588,902 o ¥ 550,000
0 500,000 o 551,90851,002 500,000
19 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q 2Q 10 20 3 40 10 20 30 40  1Q 20
21/03 22/03 23/03 21/03 22/03 23/03
DC =&~ \onthly added value sales per person oc —@= Monthly added value sales per person

*1 No. of digital creators is the figure as of the end of Q. New graduates were assigned to tasks in Aug. in FY 3/21 and Jun. in FY 3/22, and will be assigned inJul.in FY 3/23. 14
*2 Monthly added value sales per person = Cumulative quarterly added value sales = Average number of digital creators during the term

For the number of DCs, and this is where we are doing the very best. In the EMC business, we grew 25.2% to
1,127. In the PGT business, we were able to grow by 29.5% and come to an organization of 936.

We are currently struggling a bit in terms of the operation rate, as we are unable to absorb the rapid growth
in the number of DCs and employees. We believe that this is a prior investment, as it will surely be converted
into operation and revenue. We will continue to promote our policy of expansion toward 10,000 people as
mentioned in VISION2030.
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Finally, | would like to discuss corporate governance.

The Company maintains a ratio of 71.4% of outside directors and 28.6% of female directors. Then, there is the
newly disclosed information: the percentage of women in management positions is 30%. Then, one of our
company's unique features is that 64% of our male employees have taken parental leave. The average
duration is about 130 days, which is a very long period of time, and | believe this is one of the characteristics
of our company.
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Regarding the mission and vision, here is another brief review.

As stated in our articles of incorporation, our mission, our raison d'etre, is to solve the problems of global
warming and climate change, as well as social issues caused by population decline, through our core business.
Many of our employees have joined us in support of this raison d'etre.
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For the business strategy to realize this mission, first, we will create the world's best digital business operation

support service.

We do not want to provide this strong service to a large number of companies in a scattered and shallow
manner, but rather to adopt a management policy that maximizes profit per company, even if the number of

companies is not so large.

Through this, we are trying to increase our various influences on our customers and work with them to spread

CSV management throughout the world.
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We have this simple growth story. It is to increase the number of DCs, the number of creator employees, and

link that to value-added sales, and operating profit will increase in line with those value-added sales.

We have a plan to increase the number of DCs to 10,000, increase value-added sales at an average of 25%,
and increase operating income to JPY10 billion by 2030, and we are hiring more new graduates according to

this plan.
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Also, as a topic for H1 of this fiscal year, we established two in-house companies specializing in technology.

One is the Al Reach Company, which trains and provides Al specialists to clients. The other is the XR BOOSTER
Company, which provides customers with VR or XR creators. These two companies are newly established.
Currently, there are 12 specialized technology companies.

That is all for now, but | would be happy to answer any questions you may have.

Moderator: Thank you.
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Question & Answer

Moderator [Q]: Now, we would like to move on to the question-and-answer session.
First, we have received three advance questions.

First, is mid-career hiring going well?

Kenmochi [A]: Thank you.

We have a policy of focusing on mid-career hiring. This means that in the fiscal year ended March 31, 2022,
the Company was able to reduce expenses and will post a higher-than-expected operating profit margin. This
was because mid-career hiring was not going well, which buoyed expenses, which in turn led to higher-than-
expected profits.

Therefore, while an increase in profit is a good thing, it is not a good thing in terms of proper upfront
investment. We plan to hire 1.3 times in the fiscal year ending March 31, 2023 as many mid-career creators
as in the fiscal year ended March 31, 2022.

First, for H1 of the fiscal year, we have been trying to strengthen our mid-career recruitment efforts. It's not
something that can be done quickly. It took some time for the engine to get going, and frankly speaking, the
engine finally started to rev up around Q2.

So, it is in H2 of the year that the effect will be significant. As | have explained earlier, the operating rate has
been very stagnant, which will appear largely in Q3 and Q4. If we do not achieve a recovery in this area, it will
have a significant negative impact on profit generation, so we will increase mid-career hiring if the operating
rate is favorable, while keeping an eye on the timing of the recovery. The Company may take the direction of
securing revenue by maintaining a decent operating rate while curtailing mid-career hiring itself a little.

Therefore, since the engine has been revved up, we believe that if we step on the accelerator, we will be able
to hire a considerable number of mid-career creators in H2 of this fiscal year and the next fiscal year, but we
will manage our business in H2 of this fiscal year while keeping a close eye on the operating rate.

I'm afraid my answer is a bit half-hearted.

Moderator [Q]: The second question, | would be happy to know the impact amount of the unprofitable
projects you mentioned.

Kenmochi [A]: | will refrain from disclosing the amount of money itself since we have not disclosed it.
Compared to the large unprofitable project in the previous fiscal year ended March 31, 2022, it's only a
fraction of that, but of course it's a big negative. | will just tell you that the amount is different from in the
previous period, a fraction of the amount.

Moderator [Q]: This is the third advance question.

| feel that the growth in the number of customers has been sluggish in H1 of the fiscal year compared to the
full-year target. Is there a bias toward H2 from the original plan, or are differences arising from the plan? If
the latter is the case, we would appreciate it if you could provide some background information, it says.
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Kenmochi [A]: Regarding the number of EMC companies, we are not doing very well, and it is slow. However,
it is also true that it has been heavily weighted toward H2 in the past, so we would like to make up as much
ground as possible in H2 and increase the number of EMC companies.

The number of PGT companies appears to have remained almost flat and sluggish when compared to Q1 and
Q2 alone, but we believe that we are making steady progress toward our full-year target, and if we can further
increase the number of companies in Q3 and Q4 and achieve our target, we will be on track.

Moderator [Q]: Thank you very much. Those were the advance questions.

We will then move on to the question-and-answer session for those attending today. Please note that today's
briefing is being recorded. Video distribution and transcribed materials will be deployed later. Please note
that this information will be made public on our website and other media.

Now, we have some questions that were entered into the Q&A function today, so we will start with those.

Regarding the competitive environment, it asks which firms would compete in terms of hiring and project
orders.

Kenmochi [A]: There is a wide variety, but in the EMC business, there are also cases of small-scale web
production companies. This is on the order side. For production companies, there are cases of Accenture plc,
Dentsu Digital Inc., and other consulting firms, and there are also cases such as transcosmos inc.

However, we do not believe that there is an excessive competition for orders because we believe that
customers tend to choose the type they want, or the type of quality they are looking for, rather than a fierce
competition for the best price.

The PGT business is still sometimes compared to temporary staffing agencies because we started out in the
temporary staffing business. However, we have been making efforts to avoid comparisons by converting to
team service, so | don't think we are being compared directly with others.

In terms of recruitment, | feel that many of them are consulting firms.

Moderator [M]: Thank you.

Next, Mr. Naya, please go ahead. Please unmute and ask your question.

Naya [M]: Naya from Ichiyoshi Research Institute. | have four questions, if | may.

Kenmochi [M]: Yes. One by one, please.

Naya [Q]: First question. | heard you talk about 12 specialized companies, 20% of total sales, with a growth
rate of 80%, and a unit price increase of JPY40,000. | think EMC offers solution in this.

What is the division between EMC and PGT? | was also a little curious about the compatibility there.
Kenmochi [A]: There are two specialized companies in EMC and 10 in PGT.

Naya [Q]: What about compatibility and the like?

Kenmochi [M]: Compatibility?

Naya [Q]: Yes. Is it growing, is it working?
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Kenmochi [A]: | mentioned earlier that we are merging the three companies, but we are stepping on the
assumption that the need for PGT will be very strong, mainly among large companies, and we have decided
that the best way to make this most effective is to merge them.

Therefore, we believe that PGT's services, or more specifically, the services of the 10 companies on the PGT
side of this specialization, will be very much needed by the large companies that are EMC's customers, and
we have determined that they are a great match in this respect.

Naya [Q]: | understand. Thank you.

Second question. | understand that the strategy of separating production and sales through the integration of
the three companies is very effective, but | wonder if there are any disadvantages to the integration, or if
good parts up to now will be lost. If there is one, | would like to know about that area, if there is one, and how
you can overcome it.

Kenmochi [A]: Thank you.

There are three businesses, PGT and EMC, and organizationally, PGT operates in two separate internal
organizations. We call them PGT1 and PGT2, but EMC and PGT1 and PGT2 had separate organizations and
separate directors in charge of management, and now we are going to unify them.

Therefore, each main company had its own color, and we had a lot of freedom and discretion in our
management policy, so | think there will be some disadvantages, such as the loss of that freedom and the
fading of their color. However, | don't feel they are much of a disadvantage because | think the benefits of
integration are much greater than its disadvantages.

From the point of view of the employees who belong to the companies, when the systems of the companies
that had very uniqgue management practices are integrated and fused together, there may be some cases
where they say, "l liked this system, so why did it go away?” However, by integrating the three companies and
making the EMC and PGT businesses into a single business, it will be easier for employees to improve their
skills in various specialized fields.

Until now, the PGT and EMC businesses were separate, so EMC employees were able to transfer to specialized
positions in PGT, but this will make it easier for them to do so in the future. If options to reskill broaden, and
all employees understand the advantages of this, the disadvantages | mentioned earlier, such as the fading of
their unique color, can be resolved over time.

Naya [Q]: | understand.

Third question. | asked earlier about EMC's unprofitable projects being less in amount than last year, but | was
wondering if the factors that caused the occurrence last year were almost the same as the factors that caused
the occurrence this time, or if they came out in slightly different areas and factors. How would you consider
the analysis compared to last year?

Kenmochi [A]: It is really frustrating that we had a big loss last year, and we were doing everything we could
to prevent a recurrence. While the scale is totally different, | really regret that it happened again and am sorry.
| believe the essential cause is the same.

The causes on the surface are different, but essentially, the market as a whole is running out of experienced

personnel who can handle the ever-increasing difficulty of the projects. There is a shortage of experienced
creators in our company. | believe that is the essential point.
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Naya [Q]: So, you are saying that we should be prepared for a few more of these things to happen in the
future, albeit on different scales?

Kenmochi [A]: Therefore, we believe that the measures to prevent recurrence based on the lessons learned
from last year's unprofitable project problems are not sufficient.

In the end, | think it is not good that a lot of the responsibility for this way of working lies with the contractor,
who has to commit in advance to a batch of highly difficult projects themselves, in short, projects that we do
not know how many worker hours they will take. So, we can only change the way we receive orders so that
we can mitigate that risk together with our customers.

One is agile development, and | wanted to change everything to agile, but | have come to understand that it
is not easy for large companies to do so. So, we are trying not to do it in one bundle, not in a long-term
contract, but by dividing it properly into several phases and making sure to look back on them, but | don't
think even that is enough.

Therefore, it is important to have a contract in advance that if the worker hours are more than expected, we
will bill the customer properly. More specifically, we will be offering teams on a quasi-mandate contract basis,
rather than 100% contracting or outsourcing contracts. We must be creative to that extent, or we will continue
to face a very high risk in the future. Since this has happened twice, we will take the measures | just mentioned
to avoid risk.

Naya [Q]: Thank you.

Final question. | understand that the number of projects other than web operations is increasing, and | think
it will continue to increase, but | would like to understand a little more about the content of these projects,
the variety and types of clients, requirements, and areas of technology, and how much they differ from the
past. | would appreciate an explanation.

Kenmochi [A]: Thank you.

Traditionally, we have grown in the EMC business, focusing on the operation of large corporate website
productions.

We have been trying to expand into peripheral areas based on the operational base of the production. For
example, we can plan and operate marketing automation on behalf of our clients, and then develop digital
products for large companies and provide support for growth. We have also focused on areas other than
website production and operation for marketing purposes, such as data analysis and support for platforms
such as that of Salesforce, Inc., and have made efforts to increase the number of large companies in this area
as well.

On the other hand, we have also provided services to venture companies, mainly in the PGT business, but in
the case of venture companies, not all of them, but most are developing, producing, operating, and supporting
digital in-house products and the like, rather than producing and operating information-dissemination
websites.

Therefore, the larger the PGT business, the higher the ratio of non-website operations, though not all of them,
so we are promoting such an increase in the ratio.

This, the PGT that | just mentioned, has more of that. Although not equal, the largest number of companies
are the 12 specialized technology companies | mentioned earlier, and we believe that expanding these
companies will increase the ratio of non-website operations as well. The division has become a bit complicated,
and | would like to organize it properly for the next fiscal year.
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Naya [M]: | understand. | understand very well. Thank you.
Moderator [Q]: Thank you very much, Mr. Naya.
Next, we would like to introduce the question that was entered in the Q&A function.

Your company seems to have a higher unit price than other temporary engineer staffing agencies. Is this
because you do a lot of contracting? What is the ratio of temporary staffing, contracting, and quasi-mandate
contracts, as well as the difference in profitability?

Kenmochi [A]: Thank you.

First, regarding the EMC business for large companies, this was originally done on a contracted basis. We have
done almost no dispatching and the like. Therefore, we believe that the unit price is high. However, in the
future, the EMC business will be combined with the PGT business, and we will be increasing the number of
guasi-mandate contracts as well. When we engage in or receive orders for high-risk projects, such as the one
| just mentioned, we will take more avoidance measures such as using quasi-mandate contracts, and we
believe that quasi-mandate contracts will also increase.

On the other hand, the PGT business originally started as a temporary staffing service. We are in the process
of switching more of that to quasi-mandate contracts. This is also the reason the unit price has been rising.

Our overall service concept is to provide human resources in both businesses not only individually, but also
as a team, not only under the direction of customers, but also actively and autonomously to improve results
and support growth. We believe that this is appreciated and why fees are higher than those of temporary
engineer staffing agencies and so on, and we will continue to refine the concept further in the future to lead
the unit price to a higher level.

Moderator [M]: Thank you.

These are the questions we have received. Do you have any other questions?
That concludes our questions.

Kenmochi [M]: Thank you for today.

We had a disappointing H1, but with the good points | mentioned earlier, we believe we can adequately get
on track to 25% growth again.

If we are going to take it slowly the whole time and grow at 20%, | believe that if we adjust the growth rate of
DCs to match the 20% growth, we will be able to generate 10% or more profit, which is fine, but we still want
to take on the challenge of 25% or 30% growth.

We will continue to expand the number of DCs at full throttle to achieve this goal. As a result, | believe that
while we have achieved disappointing results when viewed over a six-month period, over the long term, |
believe that we are more than capable of achieving operating profit of JPY10 billion and 10,000 employees by
2030.

It is obvious that it will be more efficient to merge the three companies and treat the EMC and PGT businesses
as one, so the entire company works together to conduct sales, recruit, and develop services. Therefore, we
believe that we can make a great leap forward by implementing such measures, adopting the sales methods
of the PGT business, which has been performing well, shifting from selling solutions to selling human resources
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and teams, and fully developing specialized positions while establishing the Company fully in order to improve
the unit price.

We look forward to your continued guidance and support.

Moderator [M]: That concludes the presentation of the financial results of Members for Q2 of the fiscal year
ending March 31, 2023. Thank you very much for your participation today.

This is the end of the online seminar session. Goodbye.

[END]

Document Notes

1. Speaker speech is classified based on whether it [Q] asks a question to the Company, [A] provides an
answer from the Company, or [M] neither asks nor answers a question.

2. This document has been translated by SCRIPTS Asia.
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