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Philosophy

The NSD Group contributes to the sound
development of society by pushing the
boundaries of IT to create and provide new
solutions beneficial to people and society,
while viewing coexistence and co-pros-
perity with employees, customers, and
shareholders as the very essence of our

corporate activities.

Editorial Policy

This integrated report touches on important financial and
non-financial information while highlighting topics that we
want to convey to shareholders, investors, and other stake-
holders, so that they have a better understanding of the
initiatives undertaken by the NSD Group to continuously
enhance corporate value. For more information, please vis-
it our website.

Reporting Period: April 1, 2022 to March 31, 2023 (This
report includes some information
pertaining to after the reporting period.)

Reporting Scope: NSD Co., Ltd., and NSD Group companies

This report is intended to provide information on the NSD
Group’s efforts to enhance corporate value, and is not in-
tended to solicit the purchase or sale of shares. Any for-
ward-looking statements in this report, such as performance
forecasts, are based on information available to the Group
and the outlook at the time that this report was produced.
NSD makes no promise that it will achieve these for-
ward-looking statements which may also be subject to
change without prior notice. NSD shall not be responsible for

any damages resulting from the use of this report.
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I NSD’s Characteristics and Strengths

The source of NSD’s strengths lies within
our valued customers who place their trust in us,
as well as in our highly professional employees

‘ Business Foundation ‘

Growth Strategies Business Status Foundation of Value Creation to Support Growth Corporate Data

What makes NSD [l

“We can trust NSD!” —words we often have the pleasure of hearing from our customers. The strengths of NSD lie not only in
our customer base and technical capabilities, but also in the strong sense of responsibility on the part of our employees. Such
employees sincerely confront the challenges faced by our customers and do their utmost to solve them. Through repeating
this process, we have built a solid relationship of trust with our customers, leading to feedback of the kind mentioned above.

Stable
customer base

For more than half a century since our founding in 1969,
NSD has worked on system development for many cus-
tomers, including financial institutions, manufacturers, and
social infrastructure companies.

At the same time, we have built a relationship of trust
with our customers and established a business model for
receiving orders continually. These so-called “lifelong cus-

tomers” are the NSD’s strengths.

Outstanding
technical
capabilities

For over half a century, we have accumulated a wealth of
technical knowledge and expertise through the development
of a wide variety of systems for a large number of customers.

In more recent years, we have been refining our ability
to apply advanced technologies, such as Al, loT, and ro-
botic process automation (RPA), to our business, leverag-
ing these in system development as well as actively using
them in collaboration with customers to create solutions to

their business challenges.

Human resources
that inspire trust

We have around 4,000 highly specialized system engineers
who can meet the diverse needs of our customers, from
individual consulting to mission-critical large-scale system
development.

We also develop our employees into true professionals
by improving not only their technical skills but also their soft
skills. Having such employees helps to build relationships of

trust with customers, creating a virtuous business cycle.

Operating income = I
¥77 9 billi ¥i12.5 il
mes bion a4 billion
(0] ti EBITDA
t@ mz%?nmg margin N
Net sales
\ 1 6-1 % 1 7-1 %
Dividend Total ret
p;\goﬁ? ratio r;)ti?) e N

¥219-2 billion I

Market
capitalization
(as of September 30, 2023)

50.6. 74.9. "

ROE TSR [:].[:].
=aafll || 193 2415,

s;'!,“g Year established 1 9

4,448
pii
e

Employees |i| |i||i||i|
(as of September 30, 2023)

SE ratio™

95.2..
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Turnover ratio™
*1: The above figures are in principle based on fiscal 2022 results.

2 e ratio of system engineers to non-consolidated employees.

*3: The turnover ratio among non-consolidated employees. Calculated excluding mandatory retirements and persons using the Company’s early retirement incentive program.
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NSD History

‘ Business Foundation ‘

Growth Strategies Business Status Foundation of Value Creation to Support Growth Corporate Data

A journey of half a century alongside our stakeholders
Toward a next stage of further growth through future-oriented strategies

History since the Foundation

The management philosophy of NSD is coexistence and co-prosperity
with employees, customers, and shareholders. NSD has grown by adher- .
ing to the philosophy and meeting the expectations of all our stakeholders.

b Trends in Net Sales

FY1991

Over 2,000 employees

FY1984
Over 1,000 employees

Founded in 1969

FY1970 FY1980 FY1990

* Figures for 1998 and earlier are non-consolidated figures.

Main Topics

EETT] NSD established as Nippon System Development Co., Ltd.
(Original company name in Japanese)

jLfiti Listed on the 2nd Section of the Osaka Securities Exchange

EELEN Certified as a systems integrator by the Ministry of International
Trade and Industry (now the Ministry of Economy, Trade and Industry)

(i1 Listed on the 1st Section of the Osaka Securities Exchange
Im Listed on the 1st Section of the Tokyo Stock Exchange
FININ Acquired FSK Co., Ltd. as a subsidiary
Shareholders Relation Service, Inc. launched operations

PIEN] Changed name to NSD Co., Ltd.
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FY2023
(Forecast)
FY2001
Over 3,000 employees
FY2000 FY2010 FY2020
§ S

2023
2023

Current Position, and Toward the Future

As IT advances, its use is rapidly expanding and deepening in scope.

As an [T company, NSD sees this trend as an opportunity to contribute more broadly to societal
development. We are deploying aggressive strategies such as transforming our business model and
expanding our operations, aiming to become a corporate group with over 100 billion yen in net sales.

Net sales

¥97 .0Obillion

719

» Trends in Net Sales and Operating Income

71.1

65.0 66.1
61.9

559 58.0

)

peratlng ncome

¥1 4 .Obillion

42.9
36.6 40.2

iiillllll[

Established NSD International, Inc. (New York State, U.S.)
Established Renbenxindong Technology Ltd.

Established Chengdu Renbenxindong Technology Ltd.
Acquired NMSystems Co., Ltd. as a subsidiary*

Acquired Japan Job Posting Service, Inc. as a subsidiary*

Established NSD Advanced Technology Research Institute Co., Ltd.

Moved to the Prime Market of the Tokyo Stock Exchange
Acquired Trigger Inc. as a subsidiary

Acquired ART Holdings Co., Ltd. as a subsidiary
Acquired NHOSA Corporation as a subsidiary

*The two companies merged in 2018 under the name StellaS Co., Ltd.

FY2012 FY2013 FY2014 FY2015 FY2016  FY2017 FY2018 FY2019 FY2020 FY2021 FY2022 FY2023
(Forecast)*
Medium-Term Management Plan
1st 2nd 3rd il =» P.23

IT Trends

]
Advancements in cloud technology

Increasing demand for and practical application
of new technologies such as Al and loT

Shortage of system engineers

Basic Strategies

Hone our competitive edge in system Improve technical responsiveness to new
development by entering new areas technologies in system development
Expand the scale of the solution business into a second pillar of the Company
Proactively promote M&A

* Figures forecast for fiscal 2023 are those announced on May 9, 2023.
Integrated Report 2023 08
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NSD'’s Business Lines

Solving social issues with the power of IT
by supporting smart living and DX in various industries and fields

System Development Business

‘ Business Foundation ‘

Growth Strategies

Business Status

Foundation of Value Creation to Support Growth

Corporate Data

S Finance
NO)

Banks, trust banks, insurance compa-
nies, securities companies, and credit
card companies are our main custom-
ers, and we support a wide range of
operations from core systems to in-
dustry-specific systems.

@ Service

We have a wide range of customers,
from media organizations to schools
and research institutions, and support
them with a variety of systems tailored
to specific operations, such as election
reporting systems for media organiza-
tions, for example.

@ Telecommunication

We cater to major telecommunications
carriers as our main customers, rang-
ing from landline to mobile phone ser-
vices. We are involved in the develop-
ment of core systems as well as support
the development of services utilizing 5G
technology.

Transportation

Our main customers are airlines, rail-
way companies, and transportation
companies. We provide a wide range
of operational support, from custom-
er-facing systems (such as reservation
systems) to various back-end sys-
tems.

@ Manufacturing

We develop product supply and de-
mand systems and production man-
agement systems for customers
across a range of sectors, from elec-
tronics and automobiles to food and
pharmaceuticals, supporting produc-
tivity improvement in a variety of pro-
duction processes.

@ Public Organizations

We support operational efficiency for
key clients such as central government
agencies, local governments, and affil-
iated organizations. In addition to sys-
tematizing processes within govern-
ment offices, we provide one-stop
service systems for administrative pro-
cedures for example.

AL

UL

le
™

Medical & Healthcare

We provide solutions for dental clinics that
handle everything from electronic medical
record creation to biling processing. We
also offer solutions that support every-
thing from the creation of reports for acci-
dent occurring in medical settings to the
planning of countermeasures, as well as
solutions to support health and produc-
tivity management.

Human Resources

We provide various HR solutions, sup-
porting everything from recruitment
marketing to selection progress man-
agement, as well as solutions that cen-
tralize the management of operations
required for staffing.

Logistics

We provide solutions to centrally man-
age a variety of operations required for
commercial warehouse management,
from basic management tasks such as
acceptance and delivery, inventory,
and location management to peripher-
al tasks including customs clearance
information management.

S\ Operational
Improvement

We offer solutions that utilize RFID,
which employs small wireless chips for
the identification and management of
people and objects. We support opera-
tional improvement in all sectors, in-
cluding medical and nursing care set-
tings, manufacturing management in
factories, as well as contactless entry
and exit management.

Security

We provide solutions for building secure
networks and addressing issues such as
information leakage and unauthorized
access. As Japan moves away from
PPAP, a file-sharing method using pass-
word-protected zip files, we are contrib-
uting to this initiative by providing solu-
tions to enable the safe transmission and
reception of large amounts of data.

Shareholder Relations and
Investor Relations Support

We offer full outsourcing services for
shareholder benefits, from planning to
ordering and handling inquiries about
complimentary goods, and provide a
platform that connects issuer compa-
nies with individual investors.

Integrated Report 2023
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I Value Creation Process

‘ Business Foundation ‘ Growth Strategies

Business Status

Foundation of Value Creation to Support Growth

Corporate Data

NSD aims to build a sustainable society and continuously improve corporate value by using IT
to solve various social issues that arise as a result of changes in the external environment.

Materiality

Worsening climate
change problem

Reducing impact on global
environment

| Evolution of IT

Society

Contributing to society by
using our characteristics as
an IT company
Creating a workplace where
diverse human resources can
thrive with job satisfaction

Lack of IT human
resources

External
environment -

Greater cyber
risks

Governance

Fall in working-
age population

Strengthening the foundation
for the Company’s existence

1 1 Integrated Report 2023

Management Resources

Human Resource

© Professional human
2 2 resources

@ Trustworthy business
partners

Technology & Expertise

@ Extensive business
knowledge and

technical expertise
@ ® Solid management
system
® Advanced technology

expertise and
application capabilities

Customer Base

® @ Diverse customer base
Y of blue-chip companies

@ Co-creation in

A0
® e advanced technology
fields

Finance

® High cash flow

N7 generation capability
X®
!

® Sound and solid
financial base

Business Strategies

A company that offers a “Future for People and IT”

Sustained growth in the system development business ~ Make the solution business a second pillar of the Company

Expand advanced technology and DX-related businesses

Effective use of M&A

Business Activities

System

Financial IT Consulting
Industry &
Infrastructure IT Software Providing

Development Advanced Solutions
IT Infrastructure Technology
Construction DX
Solution Business \

IT Infrastructure Maintenance &
Development Operation

Foundation to Support Sustainable Growth

Supply Chain

Human Resource » P.51 e

Management

Governance | il

P.43

P44

P.45

P.46

Value Provided to Society

Creating Economic Value

® Net sales: ¥77.9 bitiion
® Operating income:¥12.5 biliion

© Net income attributable
to owners of the parent: ¥10.2 bilion

®ROE : 19.3 %

(Fiscal 2022 results)

Creating Social Value

Employees
e © Growth and career
= development
‘ @A healthy and rewarding
work environment
-1
.V’ = ; )
(*’ \“ ©Sustained growth
‘f @Innovation
v
k& h
[ 5 ~ ©®Value creation through
! co-creation
| 7N ©Fair and equitable
y transactions

Shareholders

©Improvement of shareholder
value and return of profits

@ Highly transparent
information disclosure
and dialogue

© Solutions that support

e social infrastructure

y % ©Employment
/ opportunities
= 4

Integrated Report 2023 1 2



Materiality

From among a wide range of ESG-related issues, we have identified materiality items based on the strengths of the
NSD Group and industry characteristics and promote initiatives to effectively help build a sustainable society.

Materiality Identification Process

In identifying materiality, we carried out the process with the advice of outside experts, based on the two perspectives of
“importance for stakeholders” and “importance for the Group.”

ster 4
Final decision after
deliberation by the Board
of Directors.

STEP 3

The Sustainability
Management Committee
takes the lead in
discussing the validity of

step 1 STEP 2

Issues and the voices of each While receiving advice

stakeholder that the Group from a third party

should deal with are identified. (external expert), each
materiality item is

prioritized and organized priorities.
in the form of a map.
Materiality Map
@ Environmental materiality
© Social materiality @ Corporate Governance
Compliance @

© Governance materiality
@ Human Resource Development
Job Satisfaction for Employees

Diversity & Inclusion @ @ Data Privacy & Security

Energy Management &

4
(]
ko)
[}
T
x @ Responsible Provision of Al @ Social Innovation with IT
8
]
5 Climate Change @ Supply Chain
8 Management
= Waste Management @ @ Health and Productivity Management
5
g Water
B O
O O Contribution to Local Communities
Biodiversity

Importance for the NSD Group

e Reducing Impact on Global Environment

® Thorough environmental management
based on 1ISO14001

® Environmentally friendly initiatives

CO:2 emissions

© Established an environmental management system in
compliance with the ISO14001:2015 certification

Climate Change standards, and operated and managed it in

Energy FY2030: 827 t-CO: (35% reduction from accordance with the PDCA cycle.
Management '
g FY2020.IeveIs) . ) ©® FY2022 greenhouse gas emissions were 915 t-COz, a

FY2050: 356 t-COz (72% reduction from 28% reduction from FY2020 levels (base year).
FY2020 levels)
® Reducing waste by going paperless and © 760,000 sheets of printing paper were used in FY2022,

Waste recycling computers, efc. a 15% reduction from FY2020 levels (base year).
Sheets of printing paper used

Management ® The rate of reusing and recycling computers was kept

FY2030: 630,000 sheets (30% reduction from o
FY2020 levels) at 100%.

1 3 Integrated Report 2023

‘ Business Foundation ‘

Growth Strategies

Business Status

Foundation of Value Creation to Support Growth

e Contributing to Society by Using Our Characteristics as an IT Company

Materiality

Social Innovation
with IT

Measures

® Solving social issues by creating and providing
solutions that use advanced technologies

Initiatives and Achievements

® Provided a solution for analyzing the movement of workers
using autonomous navigation and a solution for preparing
meeting minutes using voice recognition and speaker iden-
tification technologies. Also utilized advanced technology in
system development.

Corporate Data

Related
SDGs

6 Creating a Workplace Where Diverse Human Resources Can Thrive with Job Satisfaction

Human Resource
Development

@ Skills development through extensive training
systems and practical guidance

* Improving technical skills as engineers (from

the basics to exploring advanced technologies)

* Improving human skills as members of society

Job Satisfaction
for Employees

® Providing appropriate and sufficient opportunities
for employees to develop their skills

® Having a fair personnel system that rewards con-
tribution

®In FY2022, conducted training with an emphasis on agile
development and technology trends.

® Expanded credentials eligible for financial incentives. As of
the end of FY2022, there were a total of 4,629 employees
with IT credentials.

® Improved compensation through base pay increases, etc. in
FY2022 and FY2023.

® Considering further enhancement of the personnel system,
such as dividing career paths into subcategories toward
FY2024.

Health and
Productivity
Management

® Providing an environment where employees can
work safely and in good health

Maintain less than 20.0 hours of overtime

75% or more of paid vacation days taken

©® FY2022 stress check results showed a downward trend in
the ratio of highly stressed individuals, down 0.9% from the
previous year to 11.5%.

® Certified as a Health & Productivity Management Outstand-
ing Organization (Large Enterprise Category) for six consec-
utive years.

Diversity &
Inclusion

® Steady rollout of initiatives for women'’s advance-
ment in the workplace

® Creating a comfortable working environment that
respects employee diversity

Female employees in FY2025: 23% or more

Women in management positions in
FY2030: 10% or more

Male employees taking childcare leave in
FY2025: 50% or more

®n FY2022, the ratio of female employees was 19.6%, and
the ratio of women in management positions was 6.2%.

® The ratio of women in new graduate hires in FY2023 was
46.7%.

® Held seminars for male employees on childcare support
systems. The ratio of male employees who took childcare
leave in FY2022 was 30.9%.

® Promoted understanding through D&l training, distribution
of educational booklets on LGBTQ issues, etc.

10 &

Supply Chain
Management

® Encouraging equal and fair dealings with busi-
ness partners

® Sharing and taking on sustainability challenges
together with business partners

® Compiled items to be addressed by business partners in
our Sustainability Procurement Guidelines and actively en-
couraged regular sharing of information with their senior
management.

G Strengthening the Foundation for the Company’s Existence

Materiality Measures Initiatives and Achievements Rsel?éid

Corporate
Governance

©® A Board of Directors that supports highly effective
supervision and transparent management deci-
sions

© Officer remuneration system to support business
execution that leads to efficient and sustained
growth

® Three of the seven directors and two of the three Audit
& Supervisory Board members are independent outside
officers.

® Director remuneration consists of base remuneration, bo-
nuses, and stock-based remuneration (over 40% is perfor-
mance-linked remuneration).

Compliance

® Fostering and enforcing an awareness around
compliance

® Ensuring fair trade and preventing corruption
® Preventing compliance violations, etc.

® Regularly conducted training on important laws and regula-
tions such as Japan’s Subcontractor Act and Anti-Monopo-
ly Act, as well as on harassment prevention (maintained a
100% participation rate).

® Compliance status is reviewed by the Risk Management
Committee. Issues and other matters are reported to the
Board of Directors.

Data Privacy &
Security

® Improving employee literacy on information
security

® Strengthening security through measures against
cyberattacks, vulnerability diagnostics, etc.

® Regularly conducted training on information security and
the protection of personal information (maintained a 100%
participation rate).

®The Information Security Committee met 12 times in
FY2022. Issues and other matters are reported to the Board
of Directors.

® Reinforced measures to prevent unauthorized access and
malware infection, etc.

Integrated Report 2023
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I Management Resources

Growth Strategies

Business Status

Foundation of Value Creation to Support Growth

Corporate Data

Human Resource

Professional human resources

Trustworthy business partners

e A group of professionals with over 4,000 system en-
gineers (ratio of system engineers: 95.2%)

e An organizational culture of approaching all tasks
with earnestness and a sincere attitude that our
customers appreciate

e A total of more than 4,000 employees with IT cre-
dentials, which ensures high-quality, reliable project
management

e Ensuring high mobilization capabilities with business
partners that meet selection criteria, primarily core
partners

Number of employees

As of September 30, 2023

Number of employees with
IT credentials™

Total at the end of FY2022

Number of business
partners®

Results for March 2023

Technology &
Expertise

&

® Extensive business knowledge

and technical expertise

® Solid management system

© Advanced technology expertise

and application capabilities

e Promoting the development of professional human
resources through extensive technical training

eFor over half a century, NSD has accumulated a
wealth of business knowledge and technical exper-
tise through the development of systems for cus-
tomers in a wide range of industries

e Thorough project management and strict manage-
ment standards prevent unprofitable projects at the
senior management level

e Advanced technology expertise and application capa-

bilities accumulated through practice and research led
by NSD Advanced Technology Research Institute

Number of participants in
technical training™®

Total for FY2022

1,027

Ratio of unprofitable
amount to net sales™

3-year average

0.08%

New technologies and
DX-related sales in the
system development
business

29.3%

Customer Base

Diverse customer base of blue-
chip companies

Co-creation in advanced technolo-
gy fields

e Solid and well-diversified customer base consisting
of major blue-chip companies, that is not affected
by changes in the business environment of specific
industries

e Solid relationships of trust with customers from
whom we receive orders on an ongoing basis

o Of the top 50 companies, more than 80% have
been our customers for 10 or more years

e Customers from various industries co-create solu-
tions using advanced technology as investing com-
panies and member companies of NSD Advanced
Technology Research Institute

Number of companies
engaged in transactions™

FY2022 results

Ratio of sales from top 10
companies®?

Number of investing
companies and member
companies of NSD
Advanced Technology
Research Institute

Finance

(e

e High cash flow generation

capability

@ Sound and solid financial base

e Management focused on capital efficiency and cash
flow generation capability

e Aggressive investment in growth and enhanced
shareholder returns through high cash flow genera-
tion capability

e Securing a sound and solid financial base through
safe and secure investment of surplus funds and a
conservative basic policy for strategic shareholdings

ROE

19.3%

EBITDA margin

171%

Free cash flow

¥1 6. Ovillion

Equity ratio
80.3%

Net assets

¥55 . 4villion

Integrated Report 2023

*1: In principle, the above figures are based on fiscal 2022 results.
*2: The figures are provided on a non-consolidated basis.
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I Value Provided to Society

@Financial Indicators

Net Sales

I Net sales (millions of yen)

77,982

71,188

61,944 65,063 66,184

FY2018 FY2019 FY2020 FY2021  FY2022

Net Income Attributable to Owners of the Parent /

Net Income per Share

I Net income attributable to owners of the parent (millions of yen)
® Net income per share (yen)” 10,219

7,823
5817 6814 6373

()
/99.37
o— 7821 8010
69.65

132.31

FY2018 FY2019 FY2020 FY2021  FY2022

Market Capitalization /
Total Shareholder Return (TSR)

Il Market capitalization (millions of yen)
® TSR: NSD (%)

TSR: TOPIX including dividends (%) 183,254
170,
145,822
114,789 S °
106,697 1% o 21756
1215 o— 1805
@

95.0 85.9

FY2018 FY2019 FY2020 FY2021  FY2022

Operating Income / Operating Margin

1l Operating income (millions of yen)

® Operating margin (%) 12,524
11,414
9,545 9,842
8,654 ° ] 1
/16.0
()
o 149
/14.7
()
14.0

FY2018 FY2019 FY2020 FY2021  FY2022

Shareholders’ Equity / Return on Equity (ROE)

[ Shareholders’ equity (millions of yen) @ ROE(%)

54,709
51,194
48,611
46,898 19.3
44,437 o
- o 157
o— 138 137

12.6

FY2018 FY2019 FY2020 FY2021  FY2022

Shareholder Returns

11 Dividend per share (yen)"
® Dividend payout ratio (%)? Total return ratio (%)?

137.5
771 677 86.3 74.9
58.8 523
43.1 — ® ®
— 52.4 58, 6
67

30

FY2018 FY2019 FY2020 FY2021  FY2022

*1: Per share indicators are based on the number of shares after the Company’s stock split executed on January 1, 2020.
*2: Fiscal 2019 indicators are calculated to include the Company’s 50th anniversary commemorative dividend (14 yen per share).

Integrated Report 2023

‘ Business Foundation ‘ Growth Strategies

@®Non-Financial Indicators

Employees

I Number of employees
3,595
3,560
3,522
3,467
3,428

FY2018 FY2019 FY2020 FY2021  FY2022

Average Years of Service / Turnover Ratio

I Average years of service @Turnover ratio (%)®
ge y!

15.3
15.0
14.8
14.6
14.3 o
./3'8\./. 315
2.8 26 2.9

FY2018 FY2019 FY2020 FY2021  FY2022

Number of Employees with IT Credentials

B Number of IT credential holders

4.527 4,629
4 3
4,014 4,001 353

FY2018 FY2019 FY2020 FY2021 FY2022

Business Status Foundation of Value Creation to Support Growth Corporate Data

Female Ratios

Employees (%) @®@Managers (%)

gy 193 196
17.0 17.6 :
6.2
4.7 5.4 o
S
3.5 3‘5/0———

FY2018 FY2019 FY2020 FY2021  FY2022

Average Monthly Overtime Hours /
Ratio of Paid Vacation Days Taken

I Average monthly overtime hours
®Ratio of paid vacation days taken (%)

19.4 19.9 19.0 18.5
17.0
o———o
73.8 72_4\.________. =
59.9 63.3

FY2018 FY2019 FY2020 FY2021  FY2022

CO:2 Emissions

Il CO: emissions (total for NSD + subsidiaries in Japan) (t-CO)

1341 1280 1273

1,026
915

FY2018 FY2019 FY2020 FY2021  FY2022

*3: Calculated excluding mandatory retirements and persons using the Company'’s early retirement incentive program.

Integrated Report 2023
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| President’s Message

We will fulfill our mission as an IT company

through practice and research,
the starting point for everything NSD does

In every era, practice and research form the foundation

“To be an extremely unique entity that combines practice
and research, including the establishment of true computer
science”

These are the thoughts our founder put into words as
our founding prospectus when NSD was established in
1969. Now, half a century later, NSD has grown into a
corporate group with more than 4,000 employees, but in
every era, the spirit of practice and research forms the
foundation of the Group. This is because we believe that
repeated practice and research will lead us closer to the
essence of problems and enable us to provide the value
that is truly needed.

| believe that the NSD Group has been able to remain
on a growth path until now because we have continuously
repeated practice and research to solve problems always
from the customer’s perspective, and have found and of-

Being earnest

fered answers that only we could have come up with.

Sensitive to changes in the technology that meets the
needs of the times, our business model continues to
evolve, as nowadays, for example, we are focused on de-
velopment that leverages advanced technology and the
creation and provision of solutions. Even so, our approach
of emphasizing practice and research from the customer’s
perspective remains an immutable constant. Rather than
blindly chasing new technologies, our approach is to tack-
le challenges one by one, helping customers hone their
competitive edge. We are always thinking about what we
need to do to achieve this, and steadily and repeatedly
pursue practice and research, firmly planting our feet on
the ground and then taking one step at a time. This is the
spirit that has supported and driven the growth of the NSD
Group.

Since its founding, another of the strengths that the NSD
Group has emphasized is a willingness to act responsibly
and sincerely in response to requests from customers.
Even when a problem occurs, we resist the temptation to
run away. Instead, we search for the root cause and face
the problem head on. This attitude has often earned us
praise, with customers concluding that “NSD is earnest.”
The most important thing for building a relationship of
trust is to steadily put the obvious, i.e., acting responsibly,
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into practice, and this approach has resulted in longstand-
ing business relationships with customers whom we can
now call “lifelong customers.”

This earnestness possessed by each and every one of
our employees is an indispensable element for increasing
the value of our customers’ respective enterprises, and ul-
timately, for enabling the NSD Group to grow. It is the NSD
Group’s DNA, and we intend to keep passing it on.

Business Foundation

Yoshikazu Imajo
President & CEO

Business Status

Foundation of Value Creation to Support Growth

Corporate Data

Moving forward with adapting to the changes in the business environment

In recent years, the IT industry has enjoyed a favorable op-
erating environment with a significant increase in efforts to
achieve digital transformation (DX) against the backdrop of
the spread of new technologies such as Al/loT and a shift
to cloud computing, regardless of domestic and overseas
economic trends. Although IT has become essential as a
key infrastructure supporting society, Japan still lags be-
hind other countries in terms of IT adoption and the use of
advanced technologies, and we expect IT needs to further
increase for many of our customers.

Given these circumstances, NSD is keenly aware of its
mission as an IT company to help customers surmount
their challenges through the power of IT. We have already

altered the fields we focus on to adapt to changes in our
operating environment, such as the advancement of cloud
technology and the spread and expansion of advanced
technologies, in order to precisely meet the needs of our
customers. Currently, as stated in our five-year medi-
um-term management plan, which we began executing in
fiscal 2021, we are focusing on helping our customers im-
prove their competitiveness through systems development
that leverages new technologies and DX, as well as on cre-
ating and delivering the solutions that society needs.
Through such initiatives, we are intent on fulfilling our mis-
sion as an IT company.
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President’s Message

Reaching our performance targets in the final year of the plan

In fiscal 2022, the second year of the medium-term manage-
ment plan, the order environment remained strong as the
pandemic subsided and [T investments that had been post-
poned were resumed, and there was also a continuous emer-
gence of new needs in the new technologies and DX fields.

Given this favorable environment, net sales in fiscal
2022 increased by 9.5% year on year to 77.9 billion yen on
the back of steadily improving performance of both the
system development business and the solution business.
Of this, net sales in new core business* climbed by 20.7%
to 28.4 billion yen, with the new technologies and DX-relat-
ed system development business as the driver. Operating
income rose 9.7% to 12.5 billion yen, as higher revenues
absorbed base salary increases, M&A-related expenses,
and amortization of goodwill. As a result, it was our 11th
consecutive year of growth in both revenues and profits,
and | view this as further evidence that we have made our
business foundation even more robust.

* New core business refers to the new technologies and DX-related system
development business and the solution business.

One of the measures in our medium-term management
plan is to invest a total of 20 billion yen in M&A for the sus-
tainable growth of the system development business and
the expansion of the solution business. So far, we have

been able to complete three M&A transactions.

In October 2022, we welcomed Trigger Inc., which has
strength in IT consulting, to the NSD Group, thereby rein-
forcing our consulting capabilities in areas such as upstream
system development processes. Then, in April 2023, ART
Holdings Co., Ltd., which possesses a stable foundation in
such businesses as system development, mainly in the
Hokuriku region, also joined the NSD Group. This allowed us
to secure the ART Group’s excellent customer base along
with more than 400 high-caliber systems engineers, which
has helped fortify the foundation for achieving further growth
of the system development business. And later, in May
2023, the NSD Group also welcomed NHOSA Corporation,
the market leader in the dental systems field, which includes
receipt computers for dental clinics for managing medical
records. We believe that the addition of this company to the
Group will help us to expand our solutions business in the
medical and healthcare domains.

Coupled with solid organic growth, we expect the im-
pacts of these three M&A deals to lead to significant im-
provements in our financial performance in fiscal 2023 and
into the future, and we are now within reach of becoming a
corporate group with consolidated net sales of over 100
billion yen, one of the performance targets we set in our

medium-term management plan.
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Strengthening NSD’s capabilities

Business Status

Foundation of Value Creation to Support Growth Corporate Data

For the NSD Group to achieve sustainable growth, | regard
it as essential to secure human resources and bolster our
ability to handle new technologies in the system develop-
ment business and to enhance our lineup of offerings in the
solution business.

In the system development business, we are continu-
ing to focus on recruiting fresh graduates, as it is this that
has created the corporate culture of the NSD Group, but
by expanding mid-career recruitment, including hiring by
regional offices, we are also working to secure exceptional
professionals who can contribute immediately. Further-
more, we are concentrating on providing internal technical
training programs to new hires to get them up to speed on
new technologies. We are also stepping up our recruitment
of personnel with knowledge of new technologies, such as
people who have been involved in cutting-edge technology
research at graduate schools, etc. And to ensure we can
retain the top-flight talent we have secured, we are not only
moving to improve salaries and benefits, but are also work-

ing to further enhance personnel measures to reflect health
and productivity management initiatives and respect work-
life balance.

In the solution business, we intend to further enhance
the development and provision of solutions that involve the
use of services, and grow the business to make it a second
pillar of our operations. This move reflects the ongoing piv-
ot from owning to using systems, which is taking place
against a backdrop of developments such as the shift to
cloud computing. As part of this effort, NSD Advanced
Technology Research Institute is pursuing the unique ap-
proach of forming partnerships with customers and jointly
developing new solutions that meet their needs. By further
accelerating and strengthening this co-creation process,
we will be looking to expand our solutions lineup. On the
other hand, when developing solutions in house, it takes
time to scale up the business. We will therefore continue to
explore potential M&A deals with companies that already
offer competitive solutions in specific fields.

Aiming for further evolution while respecting NSD’s origins

As | mentioned above, the impacts of our recent M&A
deals, coupled with the effect of steady organic growth,
are expected to make a strong contribution to our financial
performance from fiscal 2023 and to set us on the path to
achieving tremendous growth into the future. So in May
2023, we revised up our medium-term management plan
performance targets to take these impacts into account,
and are now aiming for net sales of 110 billion yen and an
operating income of 16.5 billion yen, having increased both
targets by 10%. We expect to achieve our initial target of
100 billion yen in consolidated net sales ahead of sched-
ule, but 100 billion yen is no more than a milestone on the
road to sustainable growth of the NSD Group. We remain

committed to continuing to evolve for further growth.

In the IT industry these days, the operating environment
is changing at a rapidly accelerating pace in advanced tech-
nology fields, and the NSD Group must respond flexibly to
meet these changes. In an environment like this, it is all the
more important for us to deploy our business approach
from customer perspective and our earnestness as weap-
ons, and we therefore intend to further evolve and to fulfill
our mission as an IT company through practice and re-
search, the starting point for everything NSD does.

| wish to thank all of you in advance for your continued
support.
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I Medium-Term Management Plan

Two years of progress that has exceeded expectations
Upward revision of performance targets as a result of factors including successful M&A

NSD aims to become a corporate group with net sales
above 100 billion yen within the five-year period of the me-
dium-term management plan that commmenced in fiscal
2021.

Over the past two and a half years, we have focused on
expanding the business foundation of the whole NSD
Group through organic growth as well as by leveraging
M&A. As a result of these efforts, we have laid the ground-

) Long-Term Vision

work for becoming a corporate group with a revenue ex-
ceeding 100 billion yen.

Continuing ahead, we will focus our efforts on the de-
velopment of new technologies and digital transformation
(DX)-related systems, as well as solutions, in order to adapt
to a digitalizing society. We thus strive to transform into a
corporate entity with higher added value.

Evolving the business based on a solid foundation

Value propositions that resonate with customers
Autonomous talent who demonstrates creativity

> Vision for 2025

Develop
businesses with

core strengths in
multiple domains

Become a group
of IT engineers
who create
transformation
together with our
customers

) Basic Strategies

Achieve sustainable growth
in the system development business
Expand advanced technology and DX-related businesses |
] ?
Effective use of M&A

Make the solution business
a second pillar of the Company |
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Advancement of ESG initiatives ‘

| _Growth Strategies |

Business Foundation

Business Status

Foundation of Value Creation to Support Growth Corporate Data

| Progress

To sustainably grow NSD’s system development business,
a core business of the Company, we have focused on
strengthening our project acquisition capabilities and se-
curing talent to drive growth. In fiscal 2022, we exceeded
our initial objectives thanks to robust customer orders
within our new technology and DX-related system devel-
opment business. This resulted in our 11th consecutive
period of revenue and profit growth. Seeing this as a growth
opportunity for NSD as a company, we have concentrated on
strengthening recruitment, expanding our regional bases, as
well as deepening relationships with business partners to en-
hance our mobilization capabilities.

In the solution business, we have not only strengthened the

sales of existing solutions but have also expanded the scale of
business through the use of M&A. Additionally, we have newly
established Advanced Solution Planning Department and DX
Consulting Department to enhance our proposal and develop-
ment capabilities in advanced technology, as well as strengthen
our ability to capture the needs of the market in response to DX.

On account of these initiatives and the impact of M&A,
we have upwardly revised targets for the final year of our
medium-term management plan as per below. Additionally,
due to the increase in the amortization of goodwill from this
round of M&A, we have added EBITDA and EBITDA margin
to our KPls as new indicators. This allows for a more consis-
tent comparison of profitability with past performance.

b Net sales > Operating income ) EBITDA margin / ROE
7 Results 7 Results © EBITDA margin ® ROE
Projected Projected
¥110.0 billion ¥16.5 billion
103.0 19.3*
15.0
97.0 14.0 o
. 0
779 s B 174 /174° 174 172 17:5%
: ] ® -
711 . ..
d e °"'16.6%
15.7 15: 4 159
*The ROE for fiscal 2022 temporarily surged
due to a significant rise in net income attribut-
able to owners of the parent because of ex-
traordinary factors such as substantial gains
from sales of shares associated with the termi-
nation of a capital and business alliance.
FY2021 FY2022 FY2023 FY2024 FY2025 FY2021 FY2022 FY2023 FY2024 FY2025 FY2021 FY2022 FY2023 FY2024 FY2025
(Projected) (Projected) (Projected) (Projected) (Projected) (Projected) (Projected) (Projected) (Projected)
(billions of yen)
First year Second year Third year | Fourth year Final year Final year
FY2021 FY2022 FY2023 FY2024 FY2025 FY2025
Results Results Projected Projected Projected (Initial Projections)
Net sales 711 77.9 97.0 103.0 110.0 100.0
Of which new core
business accounted for 235 28.4 37.5 43.0 50.0 40.0
Operating income 11.4 12.5 14.0 15.0 16.5 14.5
Operating margin 16.0% 16.1% 14.4% 14.6% 15.0% 14.5%
Net income attributable to
owners of the parent 7.8 10.2 8.7 9.5 10.5 10.0
EBITDA 121 13.3 16.6 17.7 19.2 -
EBITDA margin 171% 171% 171% 17.2% 17.5% -
ROE 15.7% 19.3% 15.4% 15.9% 16.6% 15.0%

* Projected figures are those announced on May 9, 2023.
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Medium-Term Management Plan

| Expand Business Through the Use of M&A

NSD is promoting investment in M&A with a view to ex-
panding our business foundation under our medium-term
management plan. In terms of achievements to date, we
have welcomed Trigger Inc. into the NSD Group in October
2022, followed by ART Holdings Co., Ltd. and its subsid-
jaries (Art Group) in April 2023, and finally NHOSA Corpo-
ration in May 2023.

These M&As not only contributed to sustainable growth

P Points of emphasis in M&A

in the system development business and expanded scale
in the solutions business, which are the basic strategies of
the medium-term management plan, but also served as an
effective measure to address the increasing severity of the
shortage of system engineers (SE). We will continue to
consider the use of M&A in the upcoming term of our me-
dium-term management plan.

Trigger

System Development

Strengthening our consulting capability
Contributing to the realization of value propositions that resonate with our customers

Trigger

ART Group

System Development

Expertise in business domains that are highly synergistic with NSD
Securing high-quality system engineers to enhance our project responsiveness

ART Technology Co., Ltd.  ART Software Co., Ltd.
ART Solution Co., Ltd.  human design Co., Ltd.  Create Atelier Co., Ltd.

Solutions

Providing RFID solutions
Contributing to the expansion of our solutions lineup

ART Finex Co., Ltd.
ART GROUP

NHOSA

Solutions

Providing industry-leading solutions for dental clinics and dialysis facilities
Contributing to the expansion of our solutions lineup
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@ Achieving sustainable growth
in the system development business

Trigger Inc. is a company that specializes in consulting
focused on execution support in the IT field, as well as
system development and operations support. NSD ac-
quired Trigger Inc. with the aim of bolstering our overall
proposal capabilities by strengthening our offering in the
[T consulting domain, which covers the initial stage of
system development (the upstream process). As a result,
we expect an increase in both revenue and profit within
our system development business. We have already be-
gun initiatives aimed at the benefits of the NSD Group,
including the secondment of engineering staff from Trig-
ger Inc. to NSD.

The ART Group has a well-balanced industry portfolio,
consisting of large, reputable companies in sectors such
as insurance, credit cards, electrical and electronic equip-
ment, and automobiles. The Group has approximately 460
employees and generates revenue of about 8 billion yen, of
which around 80% comes from the system development
business. NSD and the ART Group have extremely high
compatibility in business domains, foundations, and stra-
tegic objectives. Therefore, to achieve our basic strategy of
sustainable growth in the system development business,
we are combining our respective strengths including tech-
nical expertise, development capabilities, and customer
bases. We are actively working to create and manifest syn-
ergies in both existing businesses and in new fields.

) Solution Business

SR and IR Support

Security

Business Improvement

Business Status

Foundation of Value Creation to Support Growth Corporate Data

®Securing SEs

The ART Group is based in Fukui Prefecture and primarily
operates within Tokyo and the Hokuriku region, as well as
developing its business in Nagoya and Osaka. The Group,
as a reputable local company, has stable recruitment
channels primarily in the Hokuriku region, and hires
high-quality talent. NSD opened regional bases in Sendai
and Hiroshima with the aim of securing SEs through local
hire. Welcoming the ART Group aligns with this strategy
of regional expansion.

@®Expanding the scale of the solution business
NHOSA Corporation is a company that has provided IT
solutions to hospitals and clinics since its inception in
1979. Its revenue exceeds 5 billion yen. In addition to hold-
ing the highest market share in Japan in its field of special-
ty—the receipt computer system for dental clinics—the
company also provides operating support systems to dial-
ysis facilities in hospitals and clinics.

In NSD’s medium-term management plan, we aim to
make the solution business our second pillar of revenue
through a specific strategy that involves expanding and ac-
celerating the scale of the business using M&A. The acqui-
sition of NHOSA Corporation significantly contributes to
the strengthening of our solutions.

By merging NSD’s technology with NHOSA Corpora-
tion’s expertise, we aim to pursue synergies. With NHOSA
at the core, we will work toward further expansion in the
medical and healthcare fields within our solution business.

Medical & Healthcare

Human Resources

Logistics
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Business Strategies

Co-creating the future with

our customers through
advanced technology

As the speed of technological innovation accelerates, NSD
is leveraging its unique strengths to create further added
value by sustaining growth in system development, our
core business since our founding. In addition, we are grow-
ing our solution business as a second pillar to stabilize our
business foundation by expanding our recurring revenue
model.

Achieve Sustainable Growth in the System Development Business

Since our founding, for over half a century, our system de-
velopment business has not only supported NSD’s growth
as our core business, but has also contributed to enhanc-
ing the corporate value of our customers across a variety of
industries. In addition to aiming for further growth in system
development as our core business, we offer our customers
system development aligned with modern needs by lever-
aging advanced technologies, unconstrained by traditional
frameworks.

@Strengthening project acquisition capabilities

As times and technologies change, the challenges that our
customers face and the objectives they aim for are becom-
ing increasingly diverse. What such a situation calls for is to
understand the business more than the customer does, to
grasp the customer’s thoughts, and to support them in
making the right decisions about which path to take to
achieve their objectives. At NSD, the leaders of our develop-
ment divisions (who are well-versed in both the customers’
businesses and systems) also handle sales. This enables us
to understand our customers’ needs deeply and efficiently,
and to put in place a structure whereby we can make the
best possible proposals. We are focused on strengthening
our organizational structure to be able to respond to the
increasingly diverse needs of the future.
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At present, we are also focusing on expanding our new
technology and DX-related businesses that incorporate IT
including advanced technologies, into practical applications,
to emphasize the co-creation of new value with our custom-
ers. In doing so, we are responding to our customers’ evolv-
ing needs. We are also utilizing M&A to further expand the
range of solutions we can offer customers.

@®Using advanced technology

Taking into account the growing demand for advanced tech-
nologies such as Al and IoT, as well as DX using robotic pro-
cess automation (RPA) and the cloud, NSD is leveraging its
strengths in practical business applications to provide sys-
tems that meet these needs. At present, there is a high de-
mand for new technology and DX-related solutions, which are
driving the growth of our system development business. To
support this growth, we are also working to strengthen our
human resources by hiring advantageous talent, including
graduate students who have been researching Al.

@®Securing the talent needed to drive growth

To expand the scale of our system development business, the
power of people—specifically, the capability of system engi-
neers—is indispensable. In addition to our Tokyo Head Office
and branch offices in Osaka, Nagoya, and Fukuoka, we have
established offices in Sendai and Hiroshima. We are focusing
on securing talent through recruitment activities in a wider
geographic area than ever before. By welcoming the Hokuriku
region-based ART Group into the NSD Group, we have also
secured high-quality talent in the field of system development.
We will continue to respond to our customers’ needs with
precision by harnessing the collective strengths of the NSD
Group, including our business partners.

Business Foundation

Strengthening responsiveness in upstream processes to
win more projects from customers

Winning new business in domains such as digitalization for
government administration

Securing the talent needed to drive growth

Business Status

Foundation of Value Creation to Support Growth Corporate Data

Make the solution business a second
pillar of the Company

© Accelerating development within the healthcare field in
Japan and overseas

© Further strengthening sales capability of HR-related products

® Developing new services in the field of shareholder services

Expand advanced technology and DX-related businesses

Accelerating business expansion in Al product development
Deepening collaboration and bringing about co-creation
with our customers

Horizontally deploying knowledge and expertise from
specialist departments to other business divisions within
the Company

Expanding measures such as training programs. aimed at
developing DX talent and improving technical skill levels

Effective use of M&A

| Make the Solution Business a Second Pillar of the Company

We are strengthening and expanding our solution business
with a view to using the advancements in cloud technology
and the spread of subscription models as a growth op-
portunity for NSD. We are also accelerating the rapid in-
troduction of new solutions to the market by integrating
the operation of NSD Advanced Technology Research In-
stitute, which is responsible for product planning, with our
development divisions.

@®Expanding our leading solutions in niche markets
We are currently focused on expanding our business
domains, including medical and healthcare, human re-
sources, logistics, security, SR and IR, as well as process
improvement using RFID. While many of our solutions are
niche, we aim to be at the top of each of these fields, there-
by ensuring steady growth in our solution business.

@®Grounded research into advanced technology

We are pursuing grounded technological research that is
useful in real-world business scenarios, while determining
the utility of advanced technologies, in collaboration with
a range of customers who are leading enterprises within
their respective industries. With “co-creation” as our key-
word, we are creating new solutions by thinking from our
customers’ perspective and always working alongside

them. We are delving into research themes with a view to
commercialization a few years down the line, advancing
the planning and development of solutions that will serve
as sources of competitive strength. Through these efforts,
we will contribute to enhancing the future value of our
customers.

@®Business expansion through the use of M&A

We are also advancing non-organic business expansion
through the use of M&A. We have welcomed NHOSA,
which has strengths in solutions for dental and dialysis clin-
ics, as a member of the NSD Group, thereby expanding
NSD’s business foundation in the medical and healthcare
fields. Having welcomed the ART Group into the NSD
Group, it is also now possible for us to provide RFID-related
solutions, allowing us to contribute to operational improve-
ment for our customers. We will continue to consider M&A
opportunities where there are attractive solutions with the
potential to lead in niche markets.
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NSD Group’s Advanced Technology Initiatives

The utilization of advanced technologies will be the key to
future growth and expansion in both our system develop-
ment and solution businesses.

A significant characteristic of NSD Group’s research
and development into advanced technologies is our focus
on the application and practical use of these technologies.
NSD Advanced Technology Research Institute, which is

rates with our Advanced Solution Business Division that
promotes commercialization focused on development. To-
gether, they identify advanced technology themes for po-
tential commercialization in a few years’ time. Through the
process of investigation and research through to develop-
ment, we help to solve the challenges facing our custom-
ers and society.

responsible for research and product planning, collabo-

Organizational Chart of Advanced Technology Initiatives

We have established a system that can support the application of advanced technologies to our

customers’ businesses across all aspects, from research and planning to development and consulting.

@ »

/ Advanced
Technology
Strategic

Partner d \ Business Unit y

companies

NSD
Collaboration Advanced N e v Agc\)lli?ic(:)%d
Technology Boaution.

Tﬁ:ﬁf rtceh Integrated Division
! Operations

Offering
/ \
n
Customers
K_x

Sharing
issues

Advanced Solution / \ Offering
Planning Department @Jiatlon

w N

-
‘Customers

Development Department

Advanced Technology @aﬁo}

lel Sharing
lCustomers issues

DX Consulting Department Wq 'h &—

29 Integrated Report 2023

Business Foundation

Research into Advanced Technology

In general, R&D sometimes begins from basic research
on elemental technologies with a time horizon of de-
cades. However, at NSD Group, we consider research
and development as one approach for increasing the fu-
ture value of our customers. We are therefore focusing
our research on technologies that are directly related to
our customers’ businesses.

NSD Advanced Technology Research Institute has
established a unique structure whereby it engages in

Examples of Research

@ Image analysis

Voice and gesture Ul
Utilization of VR and AR, etc.

Object (kinetic) detection analysis \ l /
Identification of uniqueness \ /
@ Ul, VR, AR // \\

Practical Application of Advanced Technology

Due to progress made in advanced technology, we are
now able to offer solutions that are more suited to our cus-
tomers’ needs, as well as speed up system development.

NSD is actively utilizing advanced technology in both
our system development and solution businesses. Lever-
aging our extensive technical expertise and understanding
of our customers’ operations, we are meeting the increas-
ingly sophisticated and diverse needs of our customers.

Business Status

Foundation of Value Creation to Support Growth Corporate Data

research and development in partnership with major com-
panies that represent various industries, a setup that sets
us apart from other companies. As a result, we are able to
listen to the true voices of our customers, thereby under-
standing the business challenges they face and the IT solu-
tions they require. This enables us to find more useful and
effective solutions for them.

“Grounded research into advanced technologies”
that is useful for real-world business is a feature of the
NSD Group.

.‘ Natural language analysis
Voice and sound analysis

CO Other fields

Blockchain

In the system development business

In addition to actively utilizing highly versatile technologies
such as RPA and the cloud, we also handle niche systems
such as using language analysis technology to analyze
survey information as well as data from X (formerly Twitter)
and Instagram for marketing and negative online sentiment
detection. Leveraging our strengths as an independent
system integrator, we select technologies that best meet
our customers’ needs from among the many advanced
technology options out there, in order to offer them the
most optimal systems.
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Business Strategies

Additionally, NSD has a large pool of talent who are
well-versed in the latest development technologies, includ-
ing employees who have been selected as AWS Heroes
and those who hold the Scrum@Scale certification.

By collaborating on projects with these employees in the
Advanced Solution Business Division and employees in the
existing system development divisions who are well-versed
in our customers’ operations, we are able to provide optimal
systems for solving our customers’ challenges.

In the solution business

By utilizing advanced technology, we have been able to
solve previous problems in solution development, mak-
ing it possible to meet the needs of our customers more
precisely.

For example, the flow line analysis tool “Tracking Navi”
designed for factories and warehouses combines the “au-
tonomous navigation” patented technology owned by the
National Institute of Advanced Industrial Science and Tech-
nology (AIST) with NSD’s lightweight technology. This en-
ables managers to accurately track workers’ movements by
simply giving them a smartphone, reducing both implemen-
tation and operational costs compared with measurement
methods that require the installation of numerous beacons.

The Al meeting minutes solution, QuickDigest, utilizes
voice recognition technology and speaker identification
technology to transcribe spoken content for each speaker.
This eliminates the need for manual sorting of speakers,
which was necessary in previous meeting minutes solutions.

In addition, in order to create groundbreaking solutions,
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not only is technology important, but flexible human think-
ing in how to utilize it is also essential. The QR code recep-
tion system for Microsoft 365 users, QuickReception,
adopts a mechanism that is the opposite of the general QR
code reception systems where visitors show their QR code
on a dedicated terminal. With QuickReception, the visitor
scans the reception’s QR code and completes the check-
in process in just one click. By rethinking the approach
from the opposite direction, we have eliminated the costs
of setting up dedicated reception terminals and the hassle
of sending QR codes, thereby significantly reducing both
the time and expense involved in reception tasks.

Going forward, we will continue to collaborate with our
customers in implementing advanced technologies, creat-
ing useful and unique IT solutions, and contributing to so-
cial innovation.
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Business Foundation

Tracking
Navi

Tracking Navi

Business Status Foundation of Value Creation to Support Growth Corporate Data

Product Introduction

Uses autonomous navigation to visualize the location information of workers
operating indoors. By recording all the movements of workers that cannot be
managed by warehouse/inventory management systems, we achieve the digi-
talization of factories and warehouses.

@ Quick Digest

Automatically creates meeting minutes with a high level of accuracy. Only one per-
son needs to install it to transcribe an entire meeting’s audio. Supports both face-
to-face and online meetings. We support meeting review and information-sharing

QuickDigest with meeting minutes that capture a sense of presence.

. A fully contactless QR code reception system for Microsoft 365 users that completes
vick - check-in easily in 5 seconds. Using a mechanism that is the opposite of convention-
ecephon al methods, visitors can complete the check-in process simply by scanning the re-

QuickReception ception’s QR code and clicking once.
Al checks people’s handwashing procedures on their behalf at all times. Offers

FPIAk . . .

TeA-L/Right support through example videos until the handwashing procedure can be done

correctly. Reliably records who washed their hands and when; information that
TeA-L/Right can then be used as evidence for hygiene management checks.

Shigeru Oda (joined in 2010)
Advanced Technology Development Department,
Advanced Solution Business Division
He was recognized as an AWS Hero* in 2022.

He belongs to the Company’s Advanced Solution Business Division
and work as an expert system engineer. Utilizing his knowledge of AWS
and community management skills cultivated through various activities, He

is involved in design, development, and training using cloud technology.

* AWS Heroes are individuals who are recognized by AWS for their ex-

Introducing our Engineers

tensive knowledge and advanced skills in AWS technologies. They

contribute significantly to improving the skills of AWS users by dis-
seminating their knowledge and skills through social media, blogs,
events, and workshops. As of the end of September 2023, only 16
individuals have been recognized as AWS Heroes within Japan, and
they have significant influence over the AWS community worldwide.

AWS certifications obtained by Mr. Oda (partial list)

certified 3 certified
Solutions DevOps

Architect Engineer
PROFESSIONAL

PROFESSIONAL
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Financial Strategies

Supporting growth through

prudent and efficient
financial management

NSD’s financial strengths lie in its high cash flow generation
capabilities and solid financial base. We aim to further en-
hance corporate value by leveraging these strengths in both
flow and stock as well as achieving high capital efficiency. Up
until now, we have expanded our business through organic
growth, with the system development business as the driver.
However, in our current medium-term management plan, we
have decided to actively pursue non-organic growth in order
to accelerate the growth of our solution business, and have
committed to pursuing M&A on the scale of 20 billion yen.

Furthermore, we have always positioned shareholder returns
as the most important management issue, and have been
actively implementing these with a total return ratio of over
70% as our basic policy.

We are committed not only to maintaining and en-
hancing our cash flow generation capability but also to
managing our finances with prudence and efficiency in
order to support our investment in growth and sharehold-
er returns as well as our daily business from a financial
perspective.

Basic Policies for Financial Management

In order to invest in sustainable growth and proactively pro-
vide returns to shareholders, our basic policy is to prioritize
capital efficiency and the ability to generate cash flow in our
financial management.

For this reason, we have set ROE and EBITDA margin
as KPIs in our medium-term management plan, and are

EBITDA / EBITDA Margin / ROE

EBITDA (billions of yen) @ EBITDA margin (%) @® ROE (%)
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working to improve them. For fiscal 2025, the final year of
the plan, we are aiming for an ROE of 16.6% and an EBIT-
DA margin of 17.5%.

At the end of fiscal 2022, ROE was 19.3%, an increase
of 3.6% from the previous year, due in part to special fac-
tors such as gains from the sale of shares associated with

Operating Cash Flow / Free Cash Flow

Il Operating cash flow (billions of yen)
Free cash flow (billions of yen)

16.0

10.0
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(Projected)  (Projected)  (Projected)
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Business Foundation

the termination of capital and business alliance (excluding
this gain, it was an increase of 0.4% from the previous year
to 16.1%).

Business Status

Foundation of Value Creation to Support Growth Corporate Data

The EBITDA margin remained steady at 17.1%, main-
taining an extremely high level within the IT industry.

Raising and Management of Capital

Since we do not require large-scale business assets (de-
preciable assets) such as data centers within our business-
es, as a principle we provide working capital and capital
investment through cash flow from operating activities and
own funds from retained earnings.

We hold an amount of funds on hand, equivalent to

Cash Inflow

three months of net sales as a guideline, to ensure the
smooth operation of our businesses.

Furthermore, we make every effort to manage surplus
funds safely and reliably, ensuring that we do not invest in
financial instruments that carry the risk of loss of principal
due to price fluctuations upon redemption.

Cash Outflow

Investment in growth
Human resource investment, R&D, M&A

Sound and solid financial base
(Prudent raising and management of capital)

High capital efficiency

Enhanced shareholder returns

FY2022 Results

EBITDA margin
17.1% ROE 19.3%

FY2022 Results

Equity raio 80.3%

Basic Policy on Shareholder Returns

Total return ratio 70% or more
Dividend payout ratio 50% or more

Investment in Growth

The primary source of organic growth for the Company lies
in acquiring human resources that underpin our operational
expertise and technical capabilities, as well as in enhancing
our lineup of unique solutions. Therefore, when it comes to
investment in growth, we prioritize allocating funds to human
resource investment and research and development costs.

In addition, to further accelerate our growth in a robust
way, we have decided to fully embark on non-organic
growth starting from this medium-term management plan,
and have prepared a budget of 20 billion yen.

On account of environmental changes, such as the
worsening shortage of system engineers, we have pursued
M&A initiatives. As a result, by May 2023, we had success-
fully concluded three M&As totaling 19.4 billion yen. These
M&As enabled us to further expand our business founda-

tion by securing more system engineers and enhancing our
lineup of solutions.

We are currently focused on the post-merger integra-
tion (PMI) processes for the companies acquired through
M&A. However, we would like to continue considering fur-
ther M&A should favorable investment opportunities arise
in the future.

Results of Investment in M&A

Share acquisition date
Trigger Inc. Oct. 2022
ART Holdings Co., Ltd. Apr. 2023
NHOSA Corporation May 2023

Integrated Report 2023
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Financial Strategies

Cross-Shareholdings

As a principle, cross-shareholdings are held subject to the
following conditions:

(1) They must contribute to the development and ex-
pansion of the Group’s businesses or the welfare
and benefits of our employees.

(2) The invested company's ROE (5-year average) must
exceed our capital cost.

We also review whether these conditions of holding are

being met for each invested company on an annual basis.
Based on the results of that review, we determine the hold-
ing policy for the fiscal year in question.

As a result of reducing our cross-shareholdings based
on this policy, at the end of fiscal 2022, our cross-sharehold-
ings comprised 12 stocks valued at 1.1 billion yen (including
non-listed shares). The proportion of cross-shareholdings to
total assets stands at 1.7%.

Shareholder Returns

Having long regarded the return of profits to shareholders
as the most important management issue, we actively re-
turn profits to shareholders based on our policy of sharing
outcomes of the Group on a consolidated basis.

Since fiscal 2020, we have implemented shareholder
returns based on a basic policy of a dividend payout ratio
of 50% or above and a total payout ratio of 70% or above
(both on a consolidated basis).

In fiscal 2022, we achieved a total return ratio of 74.9%,

Dividend per Share / Dividend Payout Ratio

Dividend per share (yen) Commemorative dividend (yen)
@ Dividend payout ratio (including commemorative dividend) (%)

67 68

52

46
e 42

o. @
588 . . . ﬁm

32 52.4 52.3 50.6

with a dividend payout ratio of 50.6%. This was a result of
providing total shareholder returns of 7.6 billion yen, com-
prising dividends of 5.1 billion yen (67 yen per share annu-
ally) and share repurchase of 2.4 billion yen.

Furthermore, we aim to hold treasury stock amounting
to around 10% of the total shares issued. If this number
exceeds 15%, it is our policy to retire it back to approxi-
mately 10%.

Dividend Amount / Share Repurchase /
Total Return Ratio
Common dividend (millions of yen)

Commemorative dividend (millions of yen)
Share repurchase (millions of yen) ® Total return ratio (%)

137.5
()
2,499
4,999 86.3 +o
67.7 74.9
.AG.QQ\.
989
1,132 R 5.007
3,326 4,048
2,550

FY2019  FY2020 FY2021 FY2022 FY2023
(Forecast)

*1: The per share dividend amount is based on the number of shares
after the Company’s stock split executed on January 1, 2020.
*2: Commemorative dividend marking NSD’s 50th anniversary.
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FY2019 FY2020 FY2021 FY2022 FY2023
(Forecast)
*1: Amounts of share repurchase and total return ratio indicate
the acquisition amount and total return ratio for the period
from April to March of the following year.
*2: NSD retired 1 million treasury stock in December 2019,
2.344 million treasury stock in March 2022, and 3 million
treasury stock in September 2022.

Business Foundation

Business Status

Foundation of Value Creation to Support Growth Corporate Data

Sound and Solid Financial Base

A solid financial base is essential for operating a busi-
ness in a stable manner. From this perspective, we
strive to consistently maintain the integrity of our bal-
ance sheet through conservative measures, such as
setting prudent policies for the management of surplus

Total Assets

Total assets (billions of yen)

68.1

63.2
59.4

55.8 53.8

funds and strategic shareholdings.

As of the end of fiscal 2022, we have achieved a solid
financial foundation with net assets of 55.4 bilion yen
against total assets of 68.1 billion yen.

Net Assets / Equity Ratio

Net assets (billions of yen) @ Equity ratio (%)

55.4
51.8

49.1
473 44.9

83.9 82.5 81.8 80.9 80.3

FY2018 FY2019 FY2020 FY2021 FY2022

FY2018 FY2019 FY2020 FY2021 FY2022
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I Human Resource Strategy

Making NSD Stronger
Mayuko Miike

Executive Officer
General Manager of Human Resources Department

NSD believes that employees are our greatest asset. We strive to
be a company that provides a rewarding workplace, where our
staff can work with pride and fulffill their dreams.

With the growing importance of human capital manage-
ment in recent years, NSD has significantly evolved its person-
nel systems, pursuing a human resource strategy with more of a
management perspective. Mayuko Miike, Executive Officer and
General Manager of the Human Resources Department, shared
her insights regarding the NSD’s human resource strategy.

I Human Capital Management

Our assets are our earnest organizational culture, which
responds to the trust of our customers, as well as our solid
technical capabilities. It is our people who foster this envi-
ronment—individuals who are sincere, passionate, and
possess inner strength.

When it comes to our human resource strategy, we
therefore hold dear the NSD mindset that is passed down
from senior staff to newer hires through focusing on new

| Increasing Our Fans in a Way Unique to NSD

For us to continue being a workplace of choice in an era
where every company is pursuing human capital manage-
ment, it is essential that our stakeholders, including our
employees, be NSD fans. For that reason, we are now
once again in the process of refining what makes NSD
unique from the perspective of human resources.

@ The earnestness that is continuously passed down from
employee to employee cultivates our organizational culture
Our internal training is based primarily in-house, with curric-
ulums developed and implemented by departments special-
izing in technology and quality, and the human resources
department, which deals with so-called “soft skills.” Junior
employees from advanced technology research depart-
ments also act as instructors, with the training also serving
as a venue to roll out technologies internally. Instructors for
new employee technical training are senior staff from their
assigned divisions who, based on the standard curriculum,
teach not only technical skills but also the behavior expected
of working professionals and the basics of being a system
engineer, while applying their own creativity and ingenuity.
When on-the-job training begins, trainers and senior em-
ployees provide guidance with the sort of passion from
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graduate recruitment. Furthermore, we also pursue the hiring
of mid-career employees in line with our business objectives
to increase the variety of perspectives and promote diversity.
Additionally, by promoting autonomous learning through in-
house training and mentoring, we are providing an environ-
ment where employees can thrive with job satisfaction in
good health over the long term, ensuring that our company
continues to be chosen as a place to grow and contribute.

which they themselves once benefitted. This environment
where employees naturally teach one another and the NSD
mindset is passed on is one of the characteristics of the
Company that we want to continue to value.

Furthermore, we will increase external training for learning
new technologies, video learning tools to encourage self-im-
provement, and short online courses to provide numerous op-
portunities for skills development, responding to the appetite of
our employees for such opportunities.

@ Meritocracy is the source of producing solid technical capabilities
Although new graduate recruitment is core for us, our
company atmosphere that is not bound by academic
background or age is in large part due to both the mes-
sage from management and the functioning of the person-
nel system. We have introduced the concept of Mission
Grade, promoting individuals to positions of great re-
sponsibility regardless of age, gender, or how they were
recruited. Additionally, we have established a dual track to
provide career paths for highly specialized fields, allowing
employees with a strong orientation toward technology to
receive salaries and benefits commensurate with their ex-
pertise through enhancing their specialization. We also

Business Foundation

Business Status

Foundation of Value Creation to Support Growth Corporate Data

NSD’s Human Resource Strategy

® Valuing the NSD mindset that is passed down from senior to junior employees, with a focus on new graduate recruitment
® Also pursuing mid-career recruitment in line with our business objectives to increase different perspectives and

promote diversity

® Promoting autonomous learning through in-house training and mentoring

© Providing an environment where employees can thrive with job satisfaction in good health over the long term

have a system in place that rewards departmental results
at the end of the fiscal year through a performance-linked
bonus. This meritocracy also serves as a source of pro-
ducing our solid technical capabilities. We believe that
technical capabilities include not only IT skills but also an
understanding of the customer’s operations and proficien-
cy in that area. We therefore do not carry out regular em-
ployee reassignments that significantly change their area of

| Having Employees Who Like the Company Strengthens Its Organization

According to our internal survey for fiscal 2022, the figures for
employees’ wilingness to continue working for us and their
engagement metrics were positive in all categories. In an era
where lifestyles are changing and people have more choices
in the way they work, | believe that having employees with the
sentiment “l like this company” strengthens the organization.

Details » > P39 - 40

specialization. Instead, we have a system that allows for
flexible responses according to project needs.

Through revisions to our systems going forward, we will
aim to encourage motivated staff to take on positions with
greater responsibility, on the other hand, present clear ca-
reer paths for engineers who wish to steadily progress, we
bring out the strengths of each individual, thereby achiev-
ing growth for our employees.

Going forward, we will continue to cherish our employ-
ees and maintain an environment where they can thrive
with job satisfaction in good health over the long term.
Through pursuing our human resource strategy, we aim to
be the company of choice for our employees and other
stakeholders alike.

Embodying What is Unique to NSD in Health and Productivity Management

At NSD, we are actively engaged in creating an environ-
ment where employees can continue to work in good
physical and mental health, enabling us to strengthen
our management foundation by securing outstanding
talent and improving employee productivity.

In particular, the NSD Health Insurance Associa-
tion takes advantage of its unique characteristic as
the Group’s unified health insurance association to
offer proactive support on both mental and physical
health issues common across the Group, in collabo-
ration with the Company. This support extends to the
health and well-being of employees and their families.

Furthermore, the Healthcare Business Division
develops and provides solutions that support the
health and productivity management of corporations.
By utilizing these solutions and the expertise pos-
sessed by this division in our own health and produc-
tivity management initiatives, we are promoting a style
of health and productivity management that leverages
NSD’s distinctive features.

More details about NSD's health and productivity management initiatives > p> P.52

Improvement of lifestyle habits combined with employee interaction
Internal company events utilizing “CAReNA,” an app developed in-house

“CAReNA de Nihon Isshu” (Around Japan with CAReNA)
(Running since October 2022)

This walking rally event involves a virtual tour around Ja-

pan by converting the number of steps logged in the app

into distance. When participants reach checkpoints locat-

ed in various regions, local gourmet foods are delivered to

their homes. The event has sparked conversations

among employees asking one another “How far have you

gone?”  fostering  a ) Average steps taken 7,020

sense of unity while also 6,831

being enjoyable.

The average number 6,346

of steps taken by employ-

ees has increased since

before the event, contrib-

uting to the enhancement

of their health.

FY2021 FY2022 FY2023
(As of September 30)
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Human Resource Strategy

@ Valuing the NSD mindset that is passed down from senior to junior employees, with a focus on new graduate recruitment
©® Also pursuing mid-career recruitment in line with our business objectives to increase different perspectives and promote diversity

Recruitment

At NSD, in addition to skills and experience, we regard the
attitude of engaging with work in a sincere manner to be an
important asset. To facilitate the inheritance of such a
mindset within the organization, we focus our recruitment
activities on new graduate hires. Given that we base our
approach on in-house training and development, our se-
lection process does not focus on the presence of knowl-
edge at the time of joining the Company or on academic
background—nor does it consider gender. Instead, we
place importance on suitability for the system engineer
role, compatibility of the individual’s personality with our or-
ganizational culture, and a high level of eagerness to learn.

On the other hand, in order to strengthen our capability
to deal with cutting-edge technologies, we are also hiring a
set number of individuals who have researched advanced

Ratio of new graduate hires

92.8..

Ratio of women in new graduate hires

46.7

technologies during their student years to be immediate
contributors to our workforce. These individuals are as-
signed to advanced technology research departments im-
mediately upon joining the Company and are demonstrating
high performance from an early stage in their careers.

In recent years, we have also been focusing on acquiring
talent through mid-career recruitment in line with our business
objectives. While emphasizing unity within the organization
through the inheritance of the NSD mindset, we are also in-
creasing different perspectives and promoting diversity.

Additionally, we pursue various strategies to be an attrac-
tive place of employment by enabling diverse working styles
that align with individual preferences by establishing offices in
regions other than where our main offices are located, cater-
ing to the employment needs of locally-oriented engineers.

Sendai Business Site, established in August 2022
Hiroshima Business Site, established in December 2022

® Promoting autonomous learning through in-house training and mentoring

Human Resource Development

At NSD, our management philosophy speaks of “pushing
the boundaries of IT.” To meet the rapidly diversifying and
sophisticated needs of customers arising from the ad-
vancement of T, NSD is implementing a variety of technical
training programs to ensure that employees can acquire
cutting-edge skills. Employees from advanced technology
research departments serve as instructors, making it a
venue to roll out technologies internally as well.

Examples of technical training in FY2022

©® Scrum development for beginners

© Agile development—testing and quality

® Agile project management using scrum
development

© Agile development—test-driven development
and automation

© Getting started with Angular

© Getting started with Nest.js

©® Readable code reading club
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Additionally, to promote autonomous learning, we have
established a financial incentive system for employees
gaining qualifications, targeting a wide range of creden-
tials. We keep the eligible qualifications and incentive
amounts under regular review.

In addition to enhancing IT skills, we also conduct thor-
ough training to improve soft skills. We offer annual training
on basic skills as a working professional for employees
(new graduate hires) up to their third year with the Compa-
ny. Furthermore, when employees are promoted, we pro-
vide training to help them contemplate their personal vision
as well as management-related training.

The training curriculum is developed in a mutually com-
plementary way by departments specializing in technology
and quality and the human resources department, which
deals with soft skills.

Business Foundation
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@ Providing an environment where employees can thrive with job satisfaction in good health over the long term

Personnel System

NSD'’s personnel system combines the concepts of a job pro-
fessional qualification system with the Mission Grade system,
creating a structure that reflects both the level of contribution
to the company in the medium to long term, and the role and
skills in the short to medium term. We operate on a merito-
cratic system where both younger employees and mid-career
hires are promoted to important roles. At the end of the fiscal

) NSD’s personnel system (including system revisions for FY2024)
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year, bonuses reflecting the performance of their respective
departments are distributed with the aim of rewarding the re-
sults of their work. At NSD, evaluations are never affected by
gender or nationality, and pay for men and women is equiva-
lent when viewed by job rank for regular employees.

When it comes to promotion, we have established sys-
tems for managerial and advanced specialist positions, under
the concept of encouraging diverse and flexible career forma-
tion that matches the role being undertaken and the goals of
the individual employee. For fiscal 2024, the system of ad-
vanced specialist positions will be divided into a Technical
Stream and a Staff Stream. Furthermore, within the Technical
Stream, we will establish an Advanced Research Stream to
lead new technologies and DX-related fields through cut-
ting-edge and pioneering research, as well as an Expert Stream
where individuals can demonstrate their exceptional expertise,
aiming to raise the ranks of highly specialized personnel.

) Gender pay gap for regular employees by job rank (FY2022)

Managers Section Heads General employees
93.3% 96.5% 93.0%

*The percentage represents the wages of female employees relative to male employees
(taking the latter to be 100%).

*The fact that the pay ratio is in the 9 0% range for all ranks is due to the presence of
different professional grades within each rank, differences in the gender composition ratio
by grade, as well as the average age of female employees being lower compared to male
employees, among other factors.

Human Resource Retention

NSD’s employee turnover rate hovers around the 3% mark,
which is low compared with others in the industry. The av-
erage length of service is also increasing, reaching 15.3
years in fiscal 2022. This also compares favorably with in-
dustry peers.

oImplemented base salary increases from FY2022 to
FY2023

® 20% of contributions provided as an incentive in the em-
ployee stock ownership association

© Generous healthcare support provided through the Group’s
unified health insurance association

o Systems established that go beyond statutory require-
ments, such as allowing reduced working hours while
children are in elementary school

o Systems established for off-peak
commuting, paid leave by the hour,
and a system that allows employees
to accumulate a fixed amount of
paid leave

o Employees with over ten years of service
granted additional leave for meritorious
long service on an annual basis

We regard our employees as our greatest asset, and
believe that we have been able to maintain a high retention
rate of talented staff through the implementation of various
measures aimed at creating and maintaining a comfortable
working environment.

‘ Enhancing work-life balance ‘

Asset accumulation ‘ ‘ Physical and mental health ‘

‘ Enhancing a sense of belonging to the Company ‘

-y

Results of the internal survey for FY2022
® | want to continue working for this company going forward 7 8%

o | want to contribute more than what is expected of me 7 5o
by the Company and my manager %

* Willingness to continue working for the Company and engage-
ment metrics were positive in all categories.
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