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Presentation

Moderator: It is time for us to begin. Thank you very much for taking time out of your busy schedule today
to join us for Neural Group Inc.'s financial results briefing for the 1st quarter ending March 31, 2024.

Today's presentation will be based on the financial results presentation material disclosed on our IR site on
May 15. We will be sharing screens via Zoom, but if you are joining us by phone, please visit our IR website
to view the documents. In addition, filming or recording of this briefing is prohibited.

Now, let me explain today's flow. First, Shigematsu, Chief Executive Officer, will give a 30-minute
presentation on business overview and performance. After that, we will have a question-and-answer session
until 1:00 PM at the latest. Both Shigematsu, Chief Executive Officer, and Kisaka, Chief Financial Officer, will
answer your questions.

Thank you for your patience. Chief Executive Officer Shigematsu will now give an overview of our business
and performance.

CEO Shigematsu, please go ahead.
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Update the world for a better tomorrow

NeUaAL

Financial Results Briefing Material
7th term, Q1 ended March 31, 2024

Neural Group Inc.
May 14, 2024

Shigematsu: Everyone, thank you for taking the time to join us for our financial results presentation today
despite your busy schedules. This year marks our 7th year since founding. Over the past six years, we have
been working on addressing social issues, such as revitalizing cities through the use of edge Al. In the early
stages, our focus was primarily on developing Al algorithms themselves. Next, we moved on to
commercializing those algorithms, then establishing a sales structure, and eventually monetizing the
business. Over these six years, we have been steadily building our business step by step. Now, in this 7th
year, all of these efforts are coming together as we aim to turn a profit. Of course, achieving profitability is
important, but in a more fundamental sense, we see this year as an opportunity to make a significant leap
forward in offering services that are truly embedded in society.

With that said, as already announced, | will now briefly explain the outline of our financial results.
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& NEURNL
FY2024 (7t term) Q1 earnings highlights and business strategy updates

* Summary : Through the prior investments in development and sales personnel up to FY2023, we
successfully built our proprietary Al services and expanded its sales structure. With the goal of
monetization, FY2024 began in January. The first quarter proceeded smoothly.

* Revenue : Q1 FY2024 sales amounted to 780 million yen (up +29.5% compared to Q1 FY2023).
New service development accelerated through capital and business alliances established in FY2023.

— The 1-on-1 support service “KizunaNavi”, jointly developed with Sony Corporation using Edge Al
and Saa$S systems, began service on March 12. Using both companies' video/audio analysis and
generative Al technologies, the service resolves issues in 1-on-1 meetings and supports improved
employee engagement.

— In the group’s condominium signage “FOCUS CHANNEL”, the distribution of sports news
provided by Kyodo News Digital began on April 15.This delivers information such as results of
international and major professional sports games and updates on players to residents.

* Profitability : Both CoGS and SG&A expenses were optimized compared to Q4 FY2023, and
monetization is steadily progressing towards breakeven.

— Q1 SG&A expenses were 614 million yen (down 58 million yen from Q4 FY2023) and GoGS
ratio was 34.2% (down 0.3pt from the second half of FY2023).

— The operating profit margin on incremental sales (marginal profit rate) exceeded 60%.Thanks to
cost optimization efforts that began in the second half of FY2023, profit levels at the same sales
scale improved from FY2023 into Q1 FY2024.

On page 2, as a highlight, | would like to provide a summary. In this 7th fiscal year (FY2024), where we aim
for monetization, we started off smoothly in the first quarter.

Sales in Q1 reached 780 million yen, marking a 29.5% increase compared to the same period last year and
setting a new record for the highest Q1 sales in our company’s history.

Regarding services that utilize edge Al technology and Saa$ systems, we have been jointly developing
services with Sony Corporation, with whom we entered into a capital and business alliance last year. On
March 12 this year, we announced KizunaNavi, a personnel service designed to promote 1-on-1 meetings
between employees and their managers.

Similarly, following the capital and business alliance announced last year with Kyodo News, we have started
broadcasting sports news provided by Kyodo News Digital (part of the Kyodo News Group) on our
condominium signage service, FOCUS CHANNEL.

This began on April 15, and together with Kyodo News, we are now delivering enjoyable content such as
sports news, which is popular among residents. This has been very well received.

While profitability is our focus this year, Q1 performance has been solid. In particular, the increase in sales,
achieved without raising selling and administrative expenses, contributed greatly. Moreover, maintaining
gross margin by reducing the cost of sales — which had been a key task — was also successfully
accomplished.
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Looking ahead, as we surpass the break-even point, a key indicator will be our contribution margin (marginal

profit ratio). For this, we disclosed figures based on the past five quarters' monthly trends, and it stood at
the 60% level. This is a very attractive figure, and we believe it shows the kind of solid business foundation

we have built over the past six years.

< NEURANL

Historical revenue performance

(JPY Millions)
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This is our budget, and we have announced this year's budget at 3.7 billion yen, which represents a 16%
increase compared to last year.
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& NEURNL
Quarterly revenue
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In relation to that, we began the first quarter with sales of 780 million yen. Traditionally, our business has
seen sales increase progressively through the first, second, third, and fourth quarters. Following this
established pattern, we expect sales in the second, third, and fourth quarters to continue increasing as well.
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< NEURNL

Latest updates from collaborations with partner companies
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KizunaNavi
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[Collaboration with Sony ] [ Collaboration with Kyodo News ]
Starting March 12, we began offering the 1 - Starting April 15, in our group's
on-1 support service "KizunaNavi", which condominium signage service "FOCUS
utilizes Edge Al technology and a SaaS CHANNEL," we began distributing sports
system. By leveraging both companies' news provided by Kyodo News Digital.
video/audio analysis and generative Al This delivers residents timely updates on
technologies, this service resolves international sports events and results of
communication issues in 1-on-1 meetings popular professional sports games, as well
and supports improving employee as information about players.
engagement.

Copyright © Neural Group Inc All Rights Reserved. 5

As mentioned earlier, this reflects the outcomes of our capital and business alliances with Sony Corporation
and Kyodo News.
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P NEURNL
Quarterly operating profit/loss

(JPY Millions)
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This slide shows the profit trend, focusing on operating profit, and we believe that this year, we are well
positioned to achieve a V-shaped recovery.

For our company, we see our business journey so far in phases: the first six years were divided into two
phases, and this 7th year marks the beginning of the third phase. In the initial three years, our business
mainly centered on providing Al licenses to large corporations — essentially offering our Al technology and
earning license fees. At that time, we were developing Al in-house, primarily for our own use.

However, since developing Al for internal purposes alone does not generate revenue, we offered joint usage
to large corporations through licensing, which became our revenue model. Once that was established, the
next phase involved applying these Al services and algorithms into real-world services — and this became
our key challenge going forward.

We continued this approach through the 4th and 5th fiscal years, and it progressed smoothly. By the 6th
year, our focus shifted to establishing our own sales structure, rather than relying solely on large
corporations and agencies for distribution.

To achieve this, we made significant investments in building up our sales organization. The results of these
efforts began to emerge in the 6th year, as announced in our full-year financial results last year.

In the first quarter of the current fiscal year, we started with a loss of 100 million yen, but we believe we are
on track for a steady path toward profitability moving forward.
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Consolidated financial results for the Q1 ended March 31, 2024

FY2023 FY2024 Increase/ Change in

(JPY Millions) Q1 Actual Q1 Actual Decrease Percentage
Revenue 603 780 +178 +29.5%
Gross profit 400 513 +114 +28.5%
Percentage of revenue 66.3% 65.8%

EBITDA 176 -63 +112 -
Percentage of revenue B B

gpetratipg profit -215 -100 +115 -

ercentage or revenue
Net income -192 -109 +83 .

Percentage of revenue

This slide highlights the income statement compared to the same quarter last year. From the top line to the
bottom line, we achieved increases in both revenue and profit across the board.
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P NEURNL
Relationship between revenue and OP (FY2023-FY2024 monthly results)

(JPY Millions)
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* As a result of cost optimization efforts starting in the second half of FY 2023, the
breakeven sales point has been lowered, improving the structure so that
profitability can be achieved even with lower sales .

» The ratio of operating profit increase to sales increase (contribution margin)
exceeds 60%.

This chart illustrates the relationship between our sales and profitability going forward. The horizontal axis
shows the scale of monthly sales, while the vertical axis represents operating profit.

The light blue dots reflect the trend from January to December of last year, and the blue line is a linear
approximation of that data. The red line shows the trend for January, February, and March of this year.
There are two key points to note here. First, the red line has shifted to the left. This indicates that our break-
even point has lowered.

Last year, our monthly break-even sales point was around 350 million yen, but we have now lowered that by
about 30 million yen. This improvement is largely due to cost optimization, particularly in selling and
administrative expenses.

Second, there is the issue of profitability beyond the break-even point — specifically, the contribution
margin, or the degree to which profits follow sales increases. In both last year and this year, this has
remained steady at around 60%.

The higher this rate, the more operating profit will rise in tandem with increased sales. At 60%, we believe
we are already at a relatively high level compared to other IT companies, and we expect this figure to
further improve going forward.
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< NEURNL

Overview of cost optimization initiatives

FY23 29 half FY24 1st half FY24 29 half

SG&A cost

optimization
(Organizational
streamlining )

CoGS

optimization
(Strategic
partnerships with
external companies)

[R&D cost]
Platform standardization and R&D-
driven labor saving and automation

Continuous effect

[Rent]
Integration and optimization
of domestic offices

Continuous effect

[Sales Expenses]
Streamlining of sales activities and
optimization of necessary expense:

Continuous effect

[Product cost]

Optimization of our service cost
(The effect will materialize six months after introduction,

I Continuous effect

I Continuous effect

of new pricing following inventory renewal.)

[Installation cost]

Reduction of outsourced costs Continuous effect

related to installation >

Partial effects Effects of the 2023 initiatives Most initiatives are expected to be
began to appearin  emerged while 2024 initiatives completed in the first half, with full
progressed simultaneously. effects to appear in the second half.

Q4 2023.

Copyright © Neural Group Inc All Rights Reserved.

As we explained during last year’s financial results, | will keep this brief, but this slide provides an overview
of our initiatives to improve cost efficiency in both selling and administrative expenses as well as cost of

sales.
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P NEURNL
Quarterly SG&A cost

(JPY Millions)
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As for the progress in reducing selling and administrative expenses, compared to the fourth quarter, we
achieved a quarterly reduction of approximately 58 million yen. On an annualized basis, this translates to a

potential profit increase of 234 million yen, assuming the same level of business and sales. This
demonstrates the effectiveness of our cost optimization efforts.
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P NEURNL
Quarterly CoGS

(% of revenue)
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Next, regarding cost of sales — since this includes sales of inventory such as edge Al and LED hardware, the
effects of reduced procurement costs will only become apparent after we clear existing inventory. As

mentioned in the previous financial results, we expect the main benefits to appear from the second quarter
onward. That being said, the situation is progressing smoothly so far.
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Consolidated full-year financial estimate for FY2024

Progressing
smoothly FY2023

< NEURNL

FY2024 Increase/ Change in

UPY Milions) Actual Estimate Decrease Percentage
Revenue 3,178 3,700 +522 +16.4%
Gross profit 2,063 2,550 +487 +23.6%
Percentage of revenue 64.9% 68.9%
EBITDA -490 180 +670 -
Percentage of revenue - 4.9%
Operating profit -658 30 +689 -
Percentage of revenue - 0.8%
Ordinary income -686 0 +687 -
Percentage of revenue - -
Net income +530 -

Percentage of revenue

-650

-120

In summary for this year, we announced a budget of 3.7 billion yen, representing a 16.4% increase from last
year. Given that we had revised our forecasts downward for three consecutive years, this was positioned as
a conservative figure at the time of announcement. However, based on our progress so far this year, we

believe things are proceeding smoothly.

That concludes my remarks.
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Question & Answer

Moderator [M]: We will now move on to the Q&A session. Our CEO, Mr. Shigematsu, and CFO, Mr. Kisaka,
will be answering your questions.

If you have a question, please click the 'Raise Hand' button on Zoom, and we will call on you in order.
(After confirming there are no questions) It appears there are no questions, so we will conclude the Q&A

session here. Thank you very much for joining Neural Group’s FY2024 Q1 Financial Results Briefing. This
concludes today’s presentation.

[END]

Document Notes

1. Portions of the document where the audio is unclear are marked with [Inaudible].

2. Portions of the document where the audio is obscured by technical difficulty are marked with [TD].

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

4, This document has been translated by SCRIPTS Asia.
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Disclaimer

SCRIPTS Asia reserves the right to edit or modify, at its sole discretion and at any time, the contents of this
document and any related materials, and in such case SCRIPTS Asia shall have no obligation to provide
notification of such edits or modifications to any party. This event transcript is based on sources SCRIPTS
Asia believes to be reliable, but the accuracy of this transcript is not guaranteed by us and this transcript
does not purport to be a complete or error-free statement or summary of the available data. Accordingly,
SCRIPTS Asia does not warrant, endorse or guarantee the completeness, accuracy, integrity, or timeliness of
the information contained in this event transcript. This event transcript is published solely for information
purposes, and is not to be construed as financial or other advice or as an offer to sell or the solicitation of an
offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal.

In the public meetings and conference calls upon which SCRIPTS Asia's event transcripts are based,
companies may make projections or other forward-looking statements regarding a variety of matters. Such
forward-looking statements are based upon current expectations and involve risks and uncertainties. Actual
results may differ materially from those stated in any forward-looking statement based on a number of
important factors and risks, which are more specifically identified in the applicable company's most recent
public securities filings. Although the companies may indicate and believe that the assumptions underlying
the forward-looking statements are accurate and reasonable, any of the assumptions could prove inaccurate
or incorrect and, therefore, there can be no assurance that the anticipated outcome described in any
forward-looking statements will be realized.

THE INFORMATION CONTAINED IN EVENT TRANSCRIPTS IS A TEXTUAL REPRESENTATION OF THE APPLICABLE
PUBLIC MEETING OR CONFERENCE CALL. ALTHOUGH SCRIPTS ASIA ENDEAVORS TO PROVIDE ACCURATE
TRANSCRIPTIONS, THERE MAY BE MATERIAL ERRORS, OMISSIONS, OR INACCURACIES IN THE
TRANSCRIPTIONS. IN NO WAY DOES SCRIPTS ASIA OR THE APPLICABLE COMPANY ASSUME ANY
RESPONSIBILITY FOR ANY INVESTMENT OR OTHER DECISIONS MADE BY ANY PARTY BASED UPON ANY
EVENT TRANSCRIPT OR OTHER CONTENT PROVIDED BY SCRIPTS ASIA. USERS ARE ADVISED TO REVIEW THE
APPLICABLE COMPANY'S PUBLIC SECURITIES FILINGS BEFORE MAKING ANY INVESTMENT OR OTHER
DECISIONS. THIS EVENT TRANSCRIPT IS PROVIDED ON AN "AS IS" BASIS. SCRIPTS ASIA DISCLAIMS ANY AND
ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE
ERRORS OR DEFECTS, AND ACCURACY, COMPLETENESS, AND NON-INFRINGEMENT.

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

The content of this document may be edited or revised by SCRIPTS Asia at any time without notice.

Copyright © 2023 SCRIPTS Asia Inc. ("SCRIPTS Asia"), except where explicitly indicated otherwise. All rights
reserved.
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