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 Speaker:  Kazuhiro Ogura, Founder, CEO/CTO 

 Haruo Amano, Director, Executive Vice President 

 Ryo Kobayashi, Executive Officer, CFO 

 Takeru Imaizumi, Deputy Division Manager, Product Planning and Research 
 Division 

 Ogura:  Hi. I am Kazuhiro Ogura, the CEO of HENNGE.  Thank you for watching our video 
 today. Today, our director, Haruo Amano, will explain our financial results for the 1st 
 quarter of fiscal year 2023 and progress of full-year forecasts, and then, I will explain our 
 growth strategy and give my impression for this quarter. 

 Overview of Consolidated Financial Results 

 Amano  : Hi, I am Haruo Amano. First, let me explain  financial results for the 1st quarter of 
 FY2023. 
 This is the summary of our full-year consolidated financial results. In the 1st quarter, the 
 overall result is on track against the full-year forecast, which was disclosed on November 11, 
 2022. 
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 Quarterly Trend of Net Sales 

 Our quarterly trends for consolidated net sales is as shown in the slide. 
 Sales for HENNGE One business is composed of recurring revenue, and it is continuously on 
 an increasing trend quarter-on-quarter. 
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 Net Sales 

 Year-on-year fluctuation for consolidated net sales is as shown in the slide. 
 Sales for HENNGE One business shows a steady progress year-on-year. 
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 Quarterly Trend of Gross Profit 

 Our quarterly trends for gross profit and gross profit margin are as shown in the slide. 
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 Gross Profit 

 Year-on-year fluctuation for gross profit and gross profit margin are as shown in the slide. 
 While the gross profit margin decreased slightly mainly due to an increase in R&D members 
 and an increase in infrastructure costs for HENNGE One from exchange rate fluctuations, it 
 still remains high. 
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 Structure of Operating Expenses (YoY) 

 Our year-on-year fluctuation of operating expenses by nature is as shown in the slide.  

 Cost of sales increased mainly due to an increase in R&D members and an increase in 
 infrastructure costs for HENNGE One from exchange rate fluctuations. 

 Personnel expenses increased year-on-year mainly due to an increase in the number of 
 employees and the revision of internal policy in July 2022. 

 As for advertising expenses, it increased as a result of conducting wide-ranging activities 
 such as holding “HENNGE NOW!”. 

 For the Other SG&A, it increased mainly due to enhanced recruitment activities, additional 
 internal system usage fees to accommodate increased employees, and an increase in 
 transportation expenses. 
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 Structure of Operating Expenses (QoQ) 

 The chart in the slide shows quarter-on-quarter fluctuation of operating expenses. 

 As previously mentioned, cost of sales mainly increased due to an increase in infrastructure 
 costs for HENNGE One from exchange rate fluctuations. 

 As for advertising expenses, while we conducted advertising activities aggressively, it 
 decreased quarter-on-quarter due to differences in the contents and approaches that have 
 been applied. 

 For the Other SG&A, while we actively engaged in recruitment activities, it decreased 
 quarter-on-quarter mainly due to a temporary decrease in recruitment expenses through a 
 revision of several activities. 
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 Quarterly Trend of Net Sales and Operating Expenses 

 This chart shows quarterly trends in net sales and operating expenses. 
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 Breakdown of Employees by Function 

 The number of employees and its breakdown by function as of the end of the 1st quarter of 
 FY2023 is as shown in the pie chart. 
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 Number of Employees 

 The transition in the number of employees is as shown in the bar chart. 

 We aim to increase more than 45 headcounts in net for this fiscal year, and we had a net 
 increase of 11 for this quarter. 
 In order to strengthen the organization for acquiring new customers more, we are focusing 
 on increasing the number of experienced IT sales members. 
 We will keep considering various actions which will contribute to our talent acquisition 
 enhancement. 
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 Business Highlights 

 Now, I will explain our business activities during this fiscal year. 
 This is an overview of our business highlights. 
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 Holding event “HENNGE NOW!” 

 As mentioned earlier, the main advertising activities for this quarter was "HENNGE NOW!", 
 which was held on-site in October 2022 for the first time in three years. 

 The previous ”HENNGE NOW!” was held online with nearly 10,000 participants in February 
 2021. 
 This time, it was aimed for nurturing new customers and promoting usage of new features 
 and a new service for existing customers. 

 Not only by introducing various initiatives of HENNGE One and our company, but also by 
 setting up several workshops in person, we could have opportunities to deepen 
 communications within the IT administrators and between participants and our sales 
 representatives. 
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 Marketing Activities for HENNGE One 

 Please let me explain the difference between this time's “HENNGE NOW!”  and the previous 
 one. 

 The previous "HENNGE NOW!" aimed at a wide range of customers to capture the demands 
 for remote work and cloud services, which were rapidly growing in interest during the 
 COVID-19 pandemic, and to refresh our potential customer list significantly. 

 This time's "HENNGE NOW!" was mainly aimed at promoting the use of new features and a 
 new service for existing customers. In order to interact more closely with participants, it was 
 an event with hundreds of people. 

 Regarding the details of our marketing activities, please refer to the  Q&A for Q1 FY2023  . 
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 New Service “tadrill” 

 In November 2022, we released a new service "tadrill" to meet the growing demand for the 
 solutions of targeted email attacks. 

 It enables companies to improve their employees’ security awareness by email training, 
 which is self-implementing, continuous and practical, and establishment of reporting flow. 
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 HENNGE One KPI Highlights 

 Next, I would like to explain our result of KPIs. 
 This slide shows the progress of KPIs for HENNGE One from the previous fiscal year. 
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 HENNGE One KPI 

 This slide shows the year-on-year fluctuation of KPIs for HENNGE One. 
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 HENNGE One Gross Revenue Churn Rate 

 This slide shows the average monthly churn rate. 
 Compared to the past, since the amount of cancellations have slightly increased, the average 
 monthly churn rate rose slightly in this quarter. 

 The main reasons for cancellations so far were that the IT system was unified into a different 
 system due to the merger of companies or the cloud migration plan itself was reconsidered. 

 In  addition  to  that,  from  October  2022,  there  were  some  cancellations  triggered  by  reviewing 
 IT services used by our customer’s at the timing of contract renewal for existing customers. 

 While  we  will  continue  to  pay  close  attention  to  the  trend,  it  is  continuously  very  low  and  the 
 theoretical average contract period is approximately 30 years. 

 HENNGE K.K. (4475:TYO) Transcript of Q1 FY09/2023 Consolidated Financial Results Briefing  -  17  - 



 HENNGE One Contracted Companies & Users 

 This slide shows the quarterly trends in the number of contracted companies and users. 

 Although we are still facing challenges to fulfill our sales force, the number of new 
 contracted companies has been increasing. 

 We acquired a number of contracts with relatively small companies as a result of 
 strengthened relationships with resellers and there were slightly more cancellations than 
 before. 

 For that reason, the number of contracted users has increased with the number shown in 
 this slide. 
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 HENNGE One ARR & ARPU 

 The quarterly trends in ARR and ARPU are shown in the slide. 

 Firstly, it is the contribution from newly acquired customers with the new license lineups 
 since October 2021. 

 Another factor is that approximately 40% of existing customers out of circa 2,000 have 
 moved to the new license lineups at the end of December 2022. 

 As a result, ARR had grown steadily. 

 We had some cancellations, but the overall transition to new license lineups for existing 
 customers, who have to renew their contracts in this quarter, progressed well. 

 We plan to complete the migration of all applicable customers to the new license lineups by 
 the end of this fiscal year. 
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 Our Policy of FY2023 

 Next, turning to our full-year outlook for FY2023. 

 This slide shows our policy for FY2023, which is to accelerate mid-term growth in HENNGE 
 One ARR by continuously carrying out active marketing activities and building a more solid 
 organization by enhancing our talent acquisition capability. 

 As for HENNGE One business, we aim to achieve sustained annual growth of more than 20% 
 for the ARR by increasing the number of contracted companies and ARPU. 

 As for the marketing investments, we will hold interactive events which are focused on the 
 specific target, such as large companies, resellers, existing customers and so on. Carrying out 
 a wide variety of advertisements such as web, print advertisements, out-of-home 
 advertising, TV commercials, and so on to raise recognition of our company and our services 
 will be continued. 

 As for the personnel plan, we will actively recruit in each function and aim to increase more 
 than 45 headcounts. 
 In order to strengthen the organization for acquiring new customers more, we will focus on 
 increasing the number of experienced IT sales members. 
 We will keep considering various actions which will contribute to our talent acquisition 
 enhancement. 
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 Overview of FY2023 Forecasts 

 This slide shows our forecast for FY2023. 
 There is no change from the full-year forecast, which was disclosed on November 11, 2022. 
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 FY2023 Forecasts of Sales by Business 

 These charts show the transition of our sales by business over the last three years and the 
 progress of the 1st quarter against the forecasts for FY2023. 
 Results of the 1st quarter are overall on track. 
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 FY2023 Forecasts of Operating Expenses 

 These charts show the transition of advertising expenses and operating expenses excluding 
 advertising expenses, over the last few years and the progress of the 1st quarter against the 
 forecasts for FY2023. 
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 Vision 

 Ogura:  Finally, please let me explain our growth strategy. 

 Our corporate philosophy is “Liberation of Technology”. We believe in the power of 
 technology, we love technology and we strongly believe that technology will make our life 
 better. We want to deliver the power of technology to as many people as we can, and to 
 change the world to be a better place. 

 We established HENNGE more than 25 years ago, and, since then, we set our philosophy as 
 “Liberation of Technology” which we actually have demonstrated in various areas. From the 
 experience we gained, we think that SaaS is the most fair and sophisticated approach to 
 liberate technologies. This is one of the reasons why we are providing SaaS and we want to 
 promote the use of cloud services among our customers as well. 
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 Maximize LTV 

 Total amount of technology that we provide to the customers and a total amount of liberated 
 technology are the measure to prove our progress on our philosophy and this is expressed as 
 “LTV”. LTV, or Lifetime Value, is a total value arising from the current contracts with the 
 customers. Our growth strategy is to maximize this LTV. 

 Our average contract period and gross profit margin is already in a high number, therefore, 
 in order to maximize LTV, we think that it is essential to maximize “ARR”. For this reason, we 
 do not focus that much on the result of short-term operating profit, but rather, invest 
 aggressively for the future and aim to accumulate the ARR as much as possible. 
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 Maximize ARR  

 “ARR” can be broken into three factors, “large N”, “small n” and “ARPU”, which represents 
 the number of contracted companies, average number of users per contracted company and 
 average revenue per user respectively. 
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 Progress of Our Growth Strategy 

 The progress of three KPIs for HENNGE One is as shown in the slide. 

 Including our main service HENNGE One, our group mainly operates a Subscription Model 
 business. Barring any cancellations, the contracts secured this year will continue to generate 
 sales and become the foundational sales from next year onwards. You can see HENNGE 
 One’s ARR is steadily and stably increasing year-on-year. While ARR has been growing 
 steadily, our challenge was that the ARR growth rate kept decreasing due to the denominator 
 getting larger. 

 COVID-19 pandemic has changed the ways of working, and we believe that there definitely 
 will be a situation where cloud adoption will be expanded. In order to capture such an 
 opportunity, we are now taking a three step tactic to create an inflection point for the ARR 
 growth, which would create an accelerated upward trend of the ARR. 

 The first step took place during FY2021. We invested aggressively on marketing activities, 
 which led to the acknowledgement of the strength of HENNGE One and our brand value to 
 the company’s decision makers, resellers, and more. We also announced new features of 
 HENNGE One together with new license lineups. 

 The second step took place during FY2022. We approached aggressively mainly to the new 
 customers with new features and new license lineups. The growth rate of the ARR was 
 slightly under 20% mainly due to the shortage of members, which was impacted by the 
 change in the employees’ joining and leaving ratio. However, we could increase N and ARPU 
 steadily by introducing new license lineups not only to new customers but also to some of 
 our existing customers. 

 Then, last but not the least, we are currently working on the third step, which is to approach 
 existing customers with these new features and new license lineups. 
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 Through these three steps, our assumption is to create a growth cycle that will affect both  N 
 and ARPU. 

 Following these explanations, I would like to give my opinion for this quarter and our 
 challenges. 

 While the growth in the number of contracted users has been gradual, new customer 
 acquisition and ARPU are growing steadily. 

 This is the result of our sales and marketing activities which took advantage of our strength 
 in being able to provide IDaaS and other solutions that meet recent demands, such as PPAP 
 Free, in one-stop. 

 As you can see from the increase in the number of contracted companies, I can feel that the 
 market is actually expanding. 
 I would like to capture this trend by strengthening the organization for acquiring new 
 customers which we are facing as a challenge. 

 We are planning to complete the migration of existing customers to the new license lineups 
 within this fiscal year by delivering the value of HENNGE One and gaining their 
 understanding. 

 At the same time, we will accelerate mid-term growth in HENNGE One ARR by continuously 
 carrying out active marketing activities and building a more solid organization by enhancing 
 our talent acquisition capability. 
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 Growth Strategy on and After FY2023 

 By proceeding these steps, we will achieve mid-term ARR growth in the mid-20% CAGR. 

 Our aim is to achieve and exceed JPY 10 billion for HENNGE One's ARR. 

 We would like to establish a sustainable growth model by continuing the business cycle to 
 increase the acknowledgement of our brand and increasing the number of potential 
 customers. 

 And at the same time, we will also keep strengthening our sales force and the relationships 
 with resellers, developing and releasing new features and creating additional values of 
 HENNGE One. 
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 HENNGE One, Supporting Customers’ Change 

 We have been providing HENNGE One as an IDaaS consisting of five main features and one 
 option for a long time,  and we have enhanced our values by adding new features 
 continuously, such as three new features added in October 2021, and HENNGE Connect 
 added in April 2022. 
 Moreover, we released a new service called “tadrill” in November 2022. 

 Besides releasing new features of HENNGE One, we are planning to provide new services 
 that meet the customers’ demands. 

 We will continuously add more and more essential features that will help our customers' 
 transformation led by SaaS utilization, which will maximize the amount of technology that 
 we liberate and provide to our customers in accordance with our corporate philosophy. 
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 HENNGE One as a SaaS Platform 

 HENNGE One is mainly composed of IDaaS, which brings higher and higher value to the 
 customers as those customers get powered by more and more SaaS-es. 

 We will continuously stimulate further expansion of cloud adoption in Japan, and at the 
 same time, collaborate more and more with other cloud companies to form a platform, 
 bringing further growth in the market. 

 This concludes our explanation of the 1st quarter of fiscal year 2023. 
 Thank you for taking your time to watch our video. 
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 HENNGE’s Initiatives to New Services 

 Imaizumi:  My name is Imaizumi, and I am in charge  of product planning for HENNGE. I will 
 explain our philosophy of service provision and the most recent updates. 
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 Liberation of Technology 

 Imaizumi:  First, let me explain the philosophy of  service provision. We have been serving 
 HENNGE's vision, “Liberation of Technology”, with the desire to provide the value of 
 technology to more and more customers. 

 In particular, we believe that the use of SaaS and other cloud services is important for 
 companies to work more safely, securely, and conveniently. We provide support mainly to 
 information systems departments and IT administrators in charge of corporate information 
 systems. 

 Through our activities, we hope to bring success to the customers and make the Information 
 Systems Department and IT Admin a hero. 
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 3 Key Strategies 

 In order to make this happen, we believe that there are three key strategies we can take. 
 These are “Meet Everyday SaaS Needs”, “Respond to New Challenges”, and “Strengthen 
 Connectivity”. 
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 1. Meet Everyday SaaS Needs 

 Regarding the first point, “Meet Everyday SaaS Needs”, we provide authentication as a 
 gateway to cloud services and essential services for handling emails. We are working to 
 ensure that there are no service interruptions whenever possible. We are also working  to 
 set SLAs and improve performance, and are committed to make improvements so that we 
 can provide services that can be used as a matter of course. 
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 2. Respond to New Challenges 

 After building such a solid foundation, the second key strategy is “Respond to New 
 Challenges”. 

 The environment surrounding corporate information systems is changing on a daily basis, 
 and there is an urgent need to respond to new issues that emerge. There are various issues 
 such as PPAP Free and responding to threats listed in “The 10 Major Threats to Information 
 Security.” 

 We are constantly updating our services to tackle these challenges. 
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 3. Strengthen Connectivity 

 Third key strategy is “Strengthen Connectivity”. 

 Our IDaaS now works with hundreds of cloud services for authentication, and we will 
 continue to increase the number of services we connect. In addition, we will further 
 strengthen connectivity not only with authentication, but also with data, and promote our 
 service as a platform. 
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 Latest Release 

 Within our recent release, we will briefly introduce the services which are framed in red. 
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 [IdP] HENNGE Connect 

 The first is HENNGE Connect. An alternative to VPN, this service is designed to provide 
 remote access to on-premise assets from outside the company. 

 Many companies have on-premise assets that cannot be migrated to cloud as they move 
 forward with the implementation of cloud services. There are some challenges that often 
 arise in this situation, such as a network bandwidth compression by the access via VPN 
 when employees outside the company use cloud services as they do for other on-premise 
 use, the security risk of VPNs being targeted by ransomware, etc. 

 The service that solves these challenges is HENNGE Connect. Benefits include a simple start 
 without special network equipment such as VPN equipment, reduced attack risk and 
 network load by not having equipment, and increased security by controlling access with 
 our IDaaS. 

 This is one of the features we released to address the new issues of remote work support and 
 ransomware, as well as connectivity, including on-premise. 
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 [Messaging Security] HENNGE Secure Download 

 The second is HENNGE Secure Download. This service is designed to realize the social trend 
 of PPAP Free in Japan, and allows users to send email attachments securely, without a hassle, 
 by automatically sending them using a file transfer service. 

 It is provided as one of the functions for HENNGE E-Mail DLP, which offers data loss/leakage 
 prevention feature, etc., and can reduce the risk of data loss/leakage in addition to realizing 
 PPAP Free. This is one of the most attractive services that can address the new challenge of 
 achieving PPAP Free. 
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 [Messaging Security] HENNGE Cloud Protection Update 

 Third is an update to HENNGE Cloud Protection. 

 HENNGE Cloud Protection is a security service for Microsoft 365 that enables customers to 
 respond to unknown threats which traditional malware countermeasures cannot. 

 Previously, only Exchange Online, an email service, was supported. However, as an 
 enhancement of Connectivity, the scope of support has been expanded to SharePoint Online 
 and OneDrive, and recently, Microsoft Teams files as well. Since many of our customers are 
 Microsoft 365 users, we are able to provide new value in the form of improved security. 

 We will comprehensively protect communications conducted in Microsoft 365 from new 
 risks and create a safe and secure work environment. 
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 [New Service] tadrill 

 Finally, the release of “tadrill”. 

 We are offering this service mainly to HENNGE One customers, and we are currently 
 attracting many interests. This service is designed to raise security awareness among 
 employees and to create the base for employees to be able to respond appropriately in the 
 event of an actual attack. 

 There are two main points. The first is to raise security awareness through in-house training. 
 Practical email attack training can be conducted as often as desired for any employee at any 
 time to raise security awareness. 

 Secondly, the action of reporting is entrenched by providing quick and easy reporting 
 add-ons. This can be used not only for training but also when you actually receive suspicious 
 emails, making it very easy to establish a reporting flow of "do this if you get suspicious 
 emails." 

 HENNGE K.K. (4475:TYO) Transcript of Q1 FY09/2023 Consolidated Financial Results Briefing  -  42  - 



 Images of Operating Procedure 

 As you can see in the simple operation image on the left side of the figure, when you receive 
 a suspicious email, you can report it to your company's IT administrator with only two 
 clicks. 
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 HENNGE’s 3 Key Strategies 

 Finally, please let me summarize my presentation. I spoke about the three key strategies we 
 use to provide our services. 
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 HENNGE’s History and Future 

 As a specific example, we have discussed some of the services that have been released, and 
 we have plans for strong updates in the future. We believe that SaaS needs to provide 
 continuous value, and we will continue to provide services based on these three key 
 strategies in order to deliver greater value to more customers. 

 As a result, we would like to improve ARPU, ARR, and LTV. 

 That's all from me. Thank you very much. 
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 Q&A (1): Activities and organization of business 
 development 
 Kobayashi:  The division that Mr. Imaizumi belongs  to is represented as Business 
 Development in P.12 and P.13 of our  presentation material  . Could you explain what kind of 
 activities you are doing and what kind of organization you have in place? 

 Imaizumi:  Our activities include gathering customer information, feedback from our sales 
 and customer success team members, and carefully observing what customers need, what is 
 popular in the market today, and what will become a trend in the future. 

 Then, after discussions with members of R&D, customer success, and sales, we review what 
 kind of product we should develop, and not only improve the current product, such as 
 HENNGE One, but also utilize our knowledge in the development of new services such as 
 “tadrill”. 

 The presentation material states that there are eight members, which may seem very few, 
 but we involve the entire company in creating products that benefit our customers. 

 Q&A (2): The expected ARPU when all customers 
 migrated to the new license lineups 
 Participant 1:  What would the expected ARPU be if  all customers migrated to the new 
 license lineups? 

 Kobayashi:  We are often asked about this, but we do  not disclose the amount. Comparing 
 the license lineups announced in June 2019 with the one announced in October 2021, I am 
 certain that the plan is relatively high, with an approximate 20% increase. 

 As there are commissions for resellers and volume discounts for some customers in some 
 cases, we cannot make a complete comparison. However, we hope you can understand that 
 there is a headroom for the increase. 

 In addition, we would like to create a cycle that can improve ARPU by developing new 
 services, as Mr. Imaizumi just explained, and increase the added value of the HENNGE One. 

 Q&A (3): Background behind the increase of number of 
 contracted companies and its future trend 
 Participant 2:  The question is  regarding the number  of contracted companies. The number 
 has increased by 97 companies quarter-on-quarter. I believe you explained last time that 
 when the number of contracted companies increased by 74, the increase was centered on 
 SMBs (Small and Medium Businesses), and that the level has been raised as a result of past 
 efforts. 

 Are the 97 companies in this quarter's survey the result of past efforts, and are the standards 
 changing slightly? Or is it still a bit of a temporary situation where SMBs are increasing a 
 bit? 

 Could you give us a supplementary explanation of the growth in the number of contracted 
 companies in the 1st quarter of this fiscal year? 
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 Kobayashi:  As for the increase of 97 companies, I believe this is similar to the trend of the 
 previous quarter. 

 As we explained in the previous quarter, we have been strengthening our relationships with 
 resellers, and as a result, we have been able to approach SMBs , and able to get a stable 
 number of new customers. We were able to continue this trend during this quarter, and it 
 was a good quarter with stable acquisitions. 

 However, we are not only targeting SMBs, but we are also approaching companies with 300 
 to 5,000 employees as our main target, and we are also approaching companies with more or 
 fewer employees. 

 We would like to continue to increase the number of contracted companies in a stable 
 manner and we will keep our eyes on the trend. 

 Q&A (4): Recruitment results for this quarter and 
 personnel plan for sales members going forward 
 Participant 2:  About recruitment, you explained that you are aiming to increase the number 
 of employees by 45 headcounts in net for this fiscal year, and in the 1st quarter, you were 
 able to hire a net increase of 11 people. 

 In general, recruiting seems to be easier in the 2nd quarter, but do you have any plan in line 
 with it? I would like you to explain your plan that your company will focus on recruiting 
 sales people. 

 Kobayashi:  The number of employees increased by 11 in net in the 1st quarter, which was a 
 fair number compared to the same quarter of the previous fiscal year, where we had a net 
 decrease. 

 We have been recruiting well so far, although, as you mentioned, in Japan, people tend to 
 move a lot in the job market during March and April, so I hope we can recruit people firmly 
 again. 

 However, the breakdown shows that the number of sales personnel, which we are focusing 
 on increasing, was up two from the end of the previous fiscal year. I feel that this is still a bit 
 of a challenge that we are facing. I hope that we will be able to recruit more sales members 
 going forward. 

 Q&A (5): The progress of transition of existing 
 customers to the new license lineups 
 Participant 2:  You explained that approximately 20% to 30% of your existing customers had 
 migrated to the new license lineups by the end of the previous fiscal year, and that the 
 remaining existing customers would migrate by the end of this fiscal year. What percentage 
 of existing customers would have migrated in the 1st quarter? 

 Kobayashi:  As of the end of the previous fiscal year, approximately 30% of existing 
 customers had switched to the new license lineups, and as of the end of the 1st quarter, 
 approximately 40% had switched to the new license lineups, which represents an increase of 
 10%. We still have a ways to go, with 60% of our existing customers remaining. However, we 
 hope that they will see the value of our services and make the transition. 
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 Q&A (6): Factoring the ARPU increase of existing 
 customers into the forecasts of ARR and sales for this 
 fiscal year 
 Amano:  Related to the previous question, I saw a question on Q&A, asking if the ARPU 
 increase due to existing customers migrating to new license lineups is factored into the ARR 
 and sales for this fiscal year. I believe the answer is yes. Would you comment on this 
 question? 

 Kobayashi:  Yes, this is one of the topics for the current fiscal year, and we have already 
 announced that it was something we needed to address, so the impact has been factored into 
 the numbers. 

 Q&A (7): Plan of existing customers switching to the new 
 license lineups 
 Participant 3:  As for the percentage of existing customers  moving to the new license 
 lineups, I think 40% at the end of this 1st quarter is low, but it probably depends on when the 
 contracts are renewed. When do you think the time to go up this rate is a bit more clear? Or 
 does it depend on your future sales effort? 

 Kobayashi:  It depends on the timing of the customer's  contract renewal. 

 One thing that I can say is that most Japanese companies have their financial year ending in 
 March. In many cases, our services are implemented in conjunction with the accounting 
 period, therefore, we expect to see an increase around March and April. However, there is 
 no major seasonality for each quarter. 

 In the remaining nine months, we are hoping to migrate the remaining, approximately 60% 
 of, existing customers. 

 Q&A (8): Trend of competitors 
 Participant 4:  What do you think about the chasing up of rivals and competitors who 
 provide similar services? 

 Kobayashi:  People often ask me about this. I understand that there are foreign competitors 
 and domestic competitors in Japan in terms of IDaaS vendors, but I can honestly say that the 
 recent trend hasn't changed much over the past year or two. 

 As we focus not only on IDaaS but also on email security, I believe that we are currently the 
 only company that offers a comprehensive solution to protect cloud security. We are taking 
 advantage of these strengths to differentiate ourselves from our competitors. 

 We have our  Q1 FY09/2023 Q&A  on our Investor Relations website for questions that we 
 expect to be asked frequently regarding our financial results, and we would be grateful if 
 you would take a look at it as well. 
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 Disclaimer 
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 conditions. Forward-looking statements are predictions about the future that reflect management’s judgment based on 
 currently available information. As such, these forward-looking statements are subject to various risks and uncertainties that 
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