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Presentation

Moderator: Ladies and gentlemen, thank you for your patience. CRESCO LTD. will hold a financial results
briefing for the second quarter of the fiscal year ending March 31, 2022. Thank you very much for taking time
out of your busy schedule to watch today's program.

| would now like to introduce today's speaker. Hiroyuki Nemoto, the president.
President Nemoto, thank you very much.

Nemoto: I'm Nemoto of CRESCO LTD. Thank you very much for joining for today's financial results briefing for
the second quarter. | would like to speak for 30 to 40 minutes, followed by a question and answer period.
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Let's get started with an explanation of the financial results. First of all, the main points of the consolidated
financial results. This is sales and profits. Although we were in a difficult situation until September due to the
state of emergency for COVID-19, | believe that our customers' IT investments are steadily increasing against
the backdrop of digital transformation.

Orders are improving, especially from major customers, and industries that were severely damaged by COVID-
19, such as the travel and air transportation industries, are gradually recovering, albeit only slightly.

Net sales increased by 9.7% YoY, operating income increased by 47.6%, and ordinary income and net income
both increased by over 20%.

Support
Japan 03.4405.3160 North America 1.800.674.8375 i SCRIPTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com S Asic's Meetings, Globally

2



The operating income margin was 7.1% in the same period last year, but this year it is 9.6%, which is a
significant improvement. The mid-term management plan calls for 10%, so | think we can say that we have
made progress toward that goal.

In terms of numbers, in the middle, sales are JPY21 billion. | think this is probably the first time we have
exceeded JPY20 billion in half a year. Then, the second row down, operating income was JPY2.017 billion,
which | think is the first time that it exceeded JPY2 billion in half a year. Ordinary income was JPY2.2 billion,
and net income was JPY1.6 billion. This means that we have cleared the forecast value that we issued on May
10.

Compared to last year, the first quarter of last year was particularly affected by the pandemic, and there was
a bit of confusion and a sudden suspension of projects, and | think there were some special circumstances last
year. From the second half of the fiscal year, the situation has been recovering steadily, and we can say that
the first half of this fiscal year has been quite good.
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Next, | would like to talk about the number of orders received and the order backlog. The number of orders
received and the backlog of orders received have also been growing steadily, mainly from existing customers.
As you can see in the square on the upper right, the number of orders received was 122% of the previous
year's level, and the backlog of orders received was 134%.

Last fiscal year, we saw a temporary rebound from a bit of investment restraint from COVID-19, and | believe
these figures reflect expectations of an economic recovery and the push for digital transformation.
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I will now explain sales by segment. From this fiscal year, we reviewed our business segments for the first time
in more than a decade and divided them into 2 major categories: IT Services and Digital Solutions businesses.

In the IT Services business, we have 3 sub-segments for each type of customer: enterprise, finance, and
manufacturing. Sales in each segment increased by 108% compared to the same period last year.

Segment profit also increased by 34% due to the increase in net sales, steady growth compared to last year,
and the minimization of unprofitable projects.

In the area of enterprise, it's related to human resources. Investment in the recruitment and staffing industry
is very strong. In addition, there has been a huge increase in logistics within the transportation industry. The
travel industry and hotels, which experienced a considerable decline last year, are recovering somewhat.

Continuing to finance. In the financial sector, the number of projects in the banking sector decreased, but the
number of projects in the insurance and other financial sectors increased, resulting in an 8.8% increase in
revenue.

In the manufacturing industry, automobiles and transportation equipment declined slightly compared to the
previous year, but machinery and electronics-related products grew, resulting in an increase in revenue of
8.1%.

Inquiries in areas like automobiles have increased compared to that time, however, the shortage of
semiconductors and disruptions in the supply chain have had a significant impact on the market, and our
customers, the parts manufacturers themselves, are finding it difficult to produce products. We can't deny
that our customers are still struggling a bit.
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Next, | would like to talk about the other major segment, the Digital Solutions business.

Our definition of the Digital Solutions business is a service business that generates a certain amount of sales
without the direct involvement of engineers and technicians, or, as other companies call it, recurring, in which
we receive a volume of usage. We call such sales, such as license fees, Digital Solutions business.

From now, we have started our 3-year mid-term management plan from this fiscal year, and we need to
expand this business to strengthen our growth potential. We are in a situation where we are investing in this
fiscal year, including human resources.

In the first half of this fiscal year, sales totaled JPY790 million, although this is not entirely new, as we have
been doing this for some time. In particular, the increase in cloud-related and robotics-related solutions has
led to a 55% increase in revenue.

Segment profit was 119.1%, due to an increase in license sales and maintenance costs. Since the numbers are
small, we are focusing on increasing the top line.

The main product services are Creage, a cloud-related service, and RPA-related services, mainly UiPath. Then
there are the annotation and Al-related areas, and services like that. There are other areas like education and
seminars, there are many different fields.

The second half of the fiscal year has been quite strong here, and we hope to continue to grow this business
in the next fiscal year as well.
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| would like to talk about the outlook for this fiscal year.

In our industry, we believe that the impact of the pandemic will be limited. We were in a state of emergency
until the end of September, but even then, people were saying that digital is now the way to go, and that post-
COVID-19 will be digital, so there is a lot of talk about companies looking to DX and system development as a
source of competitiveness. Therefore, | believe that COVID-19 will not affect this industry that much anymore.

The third bullet point. Human resources. The point is that as the volume of orders increases, the need for
human resources, training, securing, and development systems will become more urgent than ever before.
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As for the response to COVID-19, our company established a task force in March last year and has been
sending out information on various measures to be taken, including to our employees and business partners.
Even now, in the past year and a half, we’ve probably sent out about 21 reports.

Since the state of emergency ended at the end of September, the situation has eased up a bit and we are now
doing business activities by teleworking, and for face-to-face things that we were unable to do, we, including
myself, are doing our best to meet our clients in-person as much as possible.

Also, and this is from last year, but we are doing various things such as providing teleworking allowance,
special leave for vaccinations, and conducting the optimization of various workplaces and project rooms. As
mentioned here, | would like to talk about office space and layout changes in more detail later. We are
simultaneously working on a variety of initiatives.
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This is the forecast for consolidated results. It is difficult to get a precise grasp of the situation, but I think we
can say that we are doing almost as well as planned, and maybe even better than planned.
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Our earnings forecast. Although we were able to do considerably more in the first half of the fiscal year than
we had originally expected, we have left our full year forecast unchanged. However, as | mentioned earlier,
the second half of the year has been going smoothly, so we do not have any particular problems or concerns
at the moment.

This is the forecast announced on May 10. Sales are expected to be JPY42.4 billion, with operating income of
JPY3.85 billion, ordinary income of JPY4.2 billion, and net income of JPY2.85 billion.
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Our dividend forecast. This was also announced on May 10, as JPY20 for the interim and JPY20 for the year-
end, for a total of JPY40. We have established a shareholder return policy, which is basically based on our
consolidated ordinary income, as shown in the black frame on the bottom left of the page.

It states that extraordinary gains and losses will be zero and that dividends will be paid out on an ongoing
basis at a level equivalent to 30% of net income attributable to the parent company, so we would like to
determine dividends based on this principle.
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This is the consolidated medium-term management plan.

6 months of the 3-year mid-term management plan have passed. As you can see here, we have 3 priority
strategies and 3 basic strategies. It's not a 90-degree or 180-degree change from what we have been doing so
far, but we have clearly written our strategy words.

Our priority strategy, as | mentioned earlier, is to strengthen our Digital Solutions business. We have set a goal
of doubling its sales in 3 years.

As for the evolution of flexible management, we are in the business of promoting DX for our customers, but
we are also working internally to make ourselves as efficient and IT-oriented as possible so that we can be
certified as a DX brand.

Lastly, the evolution of human-centered management. Regarding this, we need to continue to develop human
resources for our employees, and as a corporation with excellent health management, we need to focus on
health management as a key strategy for our aging and senior employees, whose average age will gradually
increase.

Our basic strategy is to further strengthen our core business areas. With the expansion of IT Services,
overwhelmingly 95% of our sales are still here, which means we will expand our business based on the
measures we have set for each segment, respectively.

Next is improving quality. As the volume of work increases, there have been a few flaws, but the most basic
thing that customers want from us is to deliver quality that satisfies their needs. We will continue to maintain
and improve the quality of our services.
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Also, in terms of strengthening technology, new technologies are spreading rapidly now, and as | mentioned
here, we would like to expand our business in areas such as Al, cloud, and agile.

Internally, we are now sorting out the numbers for these businesses, not only Digital Solutions, but also IT
Services using Al, cloud computing, and agile, so | think we can talk about those in the future.

Also, ESG. The SDGs have recently been mentioned, but we are also working to meet the expectations of
society.
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In each of the strategies, we’ve written a little bit of what happened in the last 3 months or in the second
quarter, and the areas in red are where there were updates. In terms of strengthening our Digital Solutions,
we have opened a new Digital Solutions website. We are also reviewing the content a lot.

Also, on the cloud-related front, we added Azure support to our cloud services. Until now, Amazon has been
our main service, but we've had a lot of requests from customers for Azure as well, so we've added an Azure
version.

Also, in the area of the evolution of human-centered management, we have set up a multipurpose studio as
a permanent base of exchange for the new normal, and it has been used from August as a place where we
can send out various messages.

Also, we received a request from the Tokyo Metropolitan Government to support the use of digital technology,
or something along those lines, in public elementary and junior high schools, so we are participating. | believe
that concrete efforts will be made in the future.
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Also, in the basic strategy, at the bottom of the page, there is a section on strengthening technology. In the
area of image processing Al, it is quite difficult for our customers to create training data for Al, a process which
is called annotation, so we have acquired a patent for a method to reduce the burden of this.
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As for the management targets of our mid-term management plan, we are aiming for consolidated net sales
of JPY50 billion, consolidated operating income of JPY5 billion, and ROE of 15% or more in FY2023.
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From here, we have listed 13 issues to be addressed, and | would like to explain a few of them verbally,
although some of them overlap with what we have just talked about in terms of progress here.

For each issue, | wrote that we talked about this in the first quarter and that we talked about in August, but
please understand that what | am going to talk about is what we did up to the second quarter, and in some
cases, the first quarter is included.

The first step will be to acquire new customers and strengthen our relationship with them. In the first half of
the year, it was very difficult to acquire new customers due to the pandemic, but we were able to acquire 10
new customers in the first half. Although the scale of orders received is still small, we have been able to make
new proposals to existing customers and improve order conditions.

Currently, we are gathering information and making proposals for the next fiscal year, and | can sense that
our customers are quite willing to invest in IT for the next fiscal year.

The second is the expansion of the Digital Solutions business and the research and development of new
technologies. As | mentioned earlier, in September, we created a new website for Digital Solutions, called
wakuwaku.cresco, which introduces customer case studies and seminar information, and we are working to
link it to our marketing activities.

Also, throughout October, we held a digital CRESCO Fair for external communication. We have about 20 digital
solutions in the group, which we disclose externally, and we also present the results of joint research at our
technology research center.
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We also have an in-house digital idea contest where employees create solutions and products based on
various social issues, which is streamed via video. Originally, this event was intended for internal use, but since
we are in the digital age, we decided to transmit it outside the company.

We receive inquiries from existing customers about some of our technologies and ideas, and when they want
to create something. | think it went reasonably well for our first public disclosure.
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The third issue is to promote M&A and alliances and strengthen the management of group companies. In
October, we signed an agency agreement with HIGHRESO, a GPU resource provider, as part of an alliance.
There is a lot of need to use high-powered GPUs for Al and other applications. We will be a company that
provides such things. University laboratories and customers' research institutes are currently using a lot of
GPU resources for Al, so we would like to sell more and more of our products to them. | think it will be offered
to customers who need Al and data analysis.

The second will be a company called OEC, which joined the group in July. In the 2Q, we received the results
as planned. They are also contributing to our business performance, and PMI and Post Merger Integration are
progressing well. We are also in the process of aggressively pursuing new M&A opportunities.

The fourth is to expand the environment for recruiting and training human resources. As | mentioned in the
first quarter, mid-career hiring is still struggling. We have set a goal of hiring at least 10 people in senior or,
rather management positions, but we are still at 2 to 3 people.

We have been able to hire almost all of our new graduates, and in terms of training, the attrition rate over
the past 3 years has been about 5%, so | think we are doing okay.
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However, the mid-career hiring segment in regional areas, such as Sapporo and Osaka, have been able to
meet their targets, but the Tokyo metropolitan area has been particularly difficult. I've heard a lot of stories
like that in other companies in the industry. | would like to continue to do my best to recruit mid-career
workers by easing the conditions more, or by raising awareness of CRESCO and talking more about our appeal.
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This is the promotion of DX and the realization of flexible management. In terms of DX, the way we work is
changing dramatically with the pandemic and post-COVID. We are currently working on various ways to
improve the efficiency of our internal facilities. We have been in the process of working on it since last year.

We are continuing to invest in office layouts, telephones, electronic transactions, electronic forms storage, Bl
for management indicators, e-learning for internal training, increased networking, and RPA.

Of course, we will continue to work on these issues, but we also feel that it is necessary to foster an awareness
among our employees.

Next, | would like to talk about the sixth topic, promotion of health management. We are doing very many
things with this as well. We have also created a walking community within the company, and many people
are participating in it. We also participate in events.

Also, at an online conference with about 300 managers, we have in-house public health nurses give lectures
on various issues and points to keep in mind at each workplace. We also provide information on health
management on our website, including a health management strategy map and various statistics. | think we
are putting a lot of effort here now.
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This is followed by the seventh item, promotion of work style reform and creation of a healthy working
environment. It is also closely related to health management. We have been using coaching and mentoring
for several years now to create a psychologically safe work environment. We are continuing to do this.

In terms of reducing overtime hours, we have to implement regular follow-ups. We make sure to have
morning and evening meetings so that we can work in a coherent manner. Also, we conduct face-to-face
communication on a regular basis. | think it’s necessary to improve the way we receive work from our
customers, including sales negotiations.

Next is the eighth one, strengthening quality. In October, we partially revised our quality policy and released
it externally. We are currently holding monthly quality strategy meetings, and since some of our processes
and regulations are outdated, we are starting to revise them in preparation for the start of the next fiscal year.

We are also reviewing our internal quality control training, reviewing basic training and practical training, and
preparing for e-learning, which will be available from November, since many of us work from home.

In terms of quality, we need to strengthen our training, but | think it is also very important to foster an
awareness among our employees. It may sound a bit illogical, but | think it is important to continue to instill
in our employees the importance of quality.
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The next step is the pursuit of productivity. As for what we are doing now, of course we are doing various
things in various projects, but we are starting to promote teamwork in one of our business units.

This is because there are quite a lot of projects, and if you end up sticking a certain person with a certain
project, they won't be able to accomplish a lot of work. For example, if you have a team of 5 people working
on 3 jobs, they can bring these jobs back to the company and work on smaller projects together, and then the
team can manage the revenue and improve operational efficiency.

The customers would like to have a full-time specialist, but due to a shortage of staff, that is no longer possible,
so with the customer's understanding, we have agreed to work as a team. This is where human resource
development is also carried out.

The 10th is to secure human resources for development and strengthen the system. On a stand-alone basis,
we have been able to hire a little less than 100 new graduates for 2022, and we have started activities with
the goal of hiring the same number for 2023.

Then there is Vietnam. We are recommending that we use our offshore Vietham more and more, and by the
end of this fiscal year, we will have a system of about 100 people, including local people, local leaders, and
project management leaders, so that we can run about 100 people with 6 local people.

Also, with regard to our business partners, we will continue to do this as a way to build a relationship of trust
over the medium to long term.
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Next, the 11th item, diversity initiatives. Regarding new graduate hires for the next fiscal year, 2022, and |
think it will be the first time in our history that the percentage of female hires exceeds 50%. It wasn't
something we consciously thought about, and it just happened.

We are also hiring engineers from overseas for career recruitment. We are also hiring people from France,
Malaysia, and other countries that we have never hired from before. For example, we are hiring new
graduates from South Korea as well as from overseas.

The 12th is to promote corporate governance. Recently, there has been a lot of talk about SDGs and ESGs in
terms of sustainable growth, but since we do not have any facilities in our industry, it is quite difficult to think
about it. In fact, according to my research, telecommuting and telework have become quite popular, and the
cost of office utilities and paperless offices has advanced considerably, so the data shows that costs have
decreased by about 30% compared to 2019.
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This is the last one. The optimization of our business portfolio and flexible organizational management.

Of course, we are doing this in the stand-alone organization as well as in the business organization, but from
around the Q2, we have been quite active in sharing information on sales projects and business partners
among the group companies so that we do not miss out on any orders, and we are working to reduce the loss
of orders across the group companies.

It's not so much that we don't have any work at the moment, but rather that our business partners are having
problems with resources, so we have started to make some introductions in that area.

That's all | have to say about these issues. The rest of the presentation will be included in the supplemental
materials, so | would like to conclude my presentation and take questions from the audience.

Moderator: Thank you very much.
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Question & Answer

Moderator: We will now move on to the question-and-answer session.
Now, | would like to read the first question that we have received in advance.

Looking at the amount of orders received, it seems to be growing steadily. Is it safe to assume that sales
activities are on track with regards to the pandemic? The question asks to explain what some of the remaining
issues that have to be addressed are? Thank you very much.

Nemoto: As shown in this chart, orders have been growing steadily. Rather than feeling like a challenge, |
would say that the point is to be able to get as many orders as possible, and to be able to link inquiries to
orders. It's all about resources and how to make proposals to customers.

Instead of saying, we are not able to, if possible, | personally would like to give a response with conditions,
such as we can respond to your request from this period, since you have taken the trouble to reach out to us,
so | think we should talk about that. That's all.

Moderator: Thank you very much. Now for the next question.

What are the details of the order backlog? The question is asking if we can consider the composition to be the
same percentage as the breakdown of the IT Services business. Thank you very much.

Nemoto: IT Services accounted for 95% of the total, which is almost the same as the previous year, but for
each segment there is its own sub-segments and industries, where there is some variation. However, the
order backlog in all sub-segments have grown by about 108% compared to the same period last year.

In that sense, the Digital Solutions business is the most visible, and since this business is more like a stock
business, we can almost see the second half of the year. If anything, what we are doing now is more like sales
for the next year.

Moderator: Thank you very much. The next question. It seems that your Digital Solutions business is also
growing. Could you tell us if the number of new customers is increasing here? Thank you very much.

Nemoto: | think there is both an increase in the number of new customers as well as a growing number of
existing customers who are using it.

| see cloud computing and RPA as the areas that are most likely to attract new customers. In the case of cloud
computing, once customers start using it, the amount of usage grows rapidly, so even if we don't say anything
about it, the amount of usage is usually positive. That's all.

Moderator: Thank you very much.

The next question. You have said that you are gradually increasing the aggressiveness of your face-to-face
sales activities, but | would like to ask if you have factored the cost increase into your earnings forecast for
the second half. Thank you very much.
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Nemoto: If you understand the increase in costs as an increase in our expenses, we have already completed
our budget and have already factored in the costs of our sales staff, business trips, entertainment expenses,
etcetera, to some extent in the budget. The answer is that we are expecting it.

Moderator: Thank you very much.

The next question. It is asking if you could tell us more about your M&A strategy, including what areas you
are focusing on. Thank you very much.

Nemoto: In M&A, we specialize in IT-related industries. Diversification is not something we are considering
now. In addition, our current management team, or, our team, can manage it well. In short, we are looking
for a company that has a certain amount of knowledge as well as one that we can properly manage.

Within that, we would like to target large companies with sales of JPY5 billion or JPY10 billion, but such cases
do not come up very often. At the moment, companies with sales of JPY2 billion or JPY1 billion are also being
targeted.

It would be even better if they had customers that we do not have, or technologies in areas that we do not
have. Also, we would like to be proactive in our efforts, including in rural areas. That's all.

Moderator: Thank you very much.

The next question. | believe that the DX in the world includes those that transform customer business models
and those that reduce customer back-office costs. RPA and cloud computing will mainly contribute to the
latter, and it is a red ocean.

Please tell us about possible examples of your company's company-wide DX support. For example, mobile
devices for delivery in logistics and reservation management systems for airlines are examples of this, but |
would like to know about room for horizontal development. Thank you very much.

Nemoto: Basically, we use the cloud to reduce back-office costs, and we use RPA, of course, but when our
customers want to reform their businesses, add new services, or create new platforms, we need new
technology. IT Services that use cloud computing, Al, and other technologies, in other words, system
construction. There are quite a few of those, too.

Basically, these are order-made for the customer, and it is difficult to develop them horizontally due to rights
issues. Some of our customers have basic contracts that allow us to retain their rights, so we have been trying
to expand our business horizontally. We are doing our best, but there are still quite a few differences even
within the same industry.

Therefore, although we can refer to such achievements, it is difficult to say whether we can develop the same
products for other customers in the same industry.

The technical know-how that we have acquired is quite advanced in many areas, so | think we can use it to
our advantage. I'm not sure if | answered the question.

Moderator: Thank you very much.

The next question. Operating income in the first half was about JPY300 million higher than planned, please
tell me about the cause. Could you explain what areas were effective in increasing revenue, improving
profitability, and controlling SG&A expenses? Thank you very much.
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Nemoto: | think one factor is that sales are up. In addition, we had estimated a lot of expenses, especially for
business trips and business meals, but in the end we were unable to use them.

Then there is the utilization rate. We have employees with fixed costs, so | think the utilization rate was much
higher than expected. Then, although there were a few projects that ran into trouble, they were much smaller
than we had originally expected, so we saw an improved operating profit margin, which was 10.9% for the
second quarter, which is a very good figure.

Moderator: Thank you very much.

It seems that all the questions have been answered, so this concludes the question and answer session.
Lastly, President Nemoto would like to make a few remarks. Thank you very much, President Nemoto.
Nemoto: Thank you very much for taking the time to participate in today's long briefing session.

As | mentioned today, the situation of the company is very favorable, with a tailwind. The industry itself is in
a good situation, so | would like to take as many of these opportunities as possible and work hard in the second
half of the year so that we can actually improve our performance.

Thank you for your continued support.
Thank you very much for your time today.
Moderator: Thank you very much, President Nemoto. This concludes the financial results briefing for today.

Thank you very much for watching today's program.

[END]
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Disclaimer

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide
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offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.
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may make projections or other forward-looking statements regarding a variety of matters. Such forward-
looking statements are based upon current expectations and involve risks and uncertainties. Actual results
may differ materially from those stated in any forward-looking statement based on a number of important
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securities filings. Although the companies may indicate and believe that the assumptions underlying the
forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate or
incorrect and, therefore, there can be no assurance that the anticipated outcome described in any forward-
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TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
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ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

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