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Presentation

Moderator: Now 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 fiscal year ended December 31, 2023.
Thank you in advance for your cooperation.

Today's presentation will be based on the financial results presentation material disclosed on our IR site on
February 14. We will be sharing screens via Zoom, but if you are joining us by phone, please visit our IR website
to view the materials. Also, taking photos, filming, or taking audio recordings of this presentation is prohibited.

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

We are using the Zoom video conferencing system today. Please include your affiliation and name in your
account name, as this will be used to nominate a questioner for the Q&A session. In addition, only those who
speak during the Q&A session may share their account name and profile picture with other participants. If
you need to change the settings, please do so in advance.

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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Financial Results Briefing Material
FY2023 (ended Dec 315, 2023)

Neural Group Inc.
February 14, 2024

Translation of original Japanese version

Shigematsu: Thank you very much for joining us for our full-year results briefing. This is the sixth full fiscal
year since the establishment of our company, and this was a year of aggressive investment in a variety of
areas. Looking at the overview of the industry, | believe that we are now at the social starting point for the
penetration of edge Al cameras, which use video Al in the city, or Al cameras in general, not just edge cameras
as an industry.

The Al industry is now in a macro environment in which character recognition and chatting technologies,
which have been developed ahead of video as deep learning technologies, are beginning to scale ahead of
video, mainly in Japan but also in other countries. However, it has been more than 10 or 15 years since the
technology was introduced, and | think it has finally reached industrial scale.

As for video Al itself, the development of deep learning programs was delayed by several years than character
recognition, but as | will explain later in my presentation of our company's financial results, there was a lot of
activity in the development of these then-new technologies by various companies, and then cost
competitiveness and platformization were developed in the past 10 years or so, with the aim of making them
profitable.

Amid this, most of the companies disappeared, but our company was one of the few that remained. | believe
that in the past 10 years, such businesses have been weeded out, as is the case throughout the world. In this
context, | would like to give you a hint of what the business of this kind of image Al is and how to monetize it
by taking a look at the financial results materials, get a feel for them to help you think about the future
development of this industry.
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| will now explain our financial results. These are the highlights. It has been about three years since we were
listed on the stock exchange, and in that sense, this fiscal year marks a major milestone in our business
performance.
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FY2024 ending Dec. (6t term) full year financial and strategic highlights

Establish Al | * [BusinessModel] Established a series of services for "visualizing,"

services and “broadcastinginformation,” and''monetizing' of physical spaces through edge Al
business cameras, digital signages, and ad distribution networks. As a result successfully
model shifted from a fee-based to a unit-based business model.

- [R&D] Established a systemin which cutting-edge Altechnology.is.rapidly
implementedandupdatedremotely. This not only improves cost efficiency, but also
contributes to strengthened barriersto.entry,and ensuredcustomercontinuity.

- [Partnership] Issuednew shares to Sony Corporation, Kyodo News, and Cross
Plus Inc. strengthening partnershipsto expandsales of edge Al services.
Earnings * Through FY2021-23, the company achieved 4.2X.sales. expansion.oran.annualized
reviewand sales.growth.rate 0f61%:". Atthe same time invested in R&D, personnel, and
forecastfor material costs, and incurred temporary operating losses.

FY2024 « FY2024: Planning to grow sales by 16% YoY, regain quarterly operating profits by
Q3, and become profitablein operatingincome forthe full year.

— The effects of cost efficiency improvements, which were initiated in FY2023 Q3,
have already started to realizedfrom FY2023 Q4.

— Planning to complete various efficiency measures by the end of June, and expect
to achieve guarterly operating profits from Q3, achieve guarterly netincome
duringH2, and achieve gperating proﬁvor the full year.

— Quarterly operating profit margin of 10%.levelin.Q4

We will establish a business model by converting the Al technology in the video domain, which we have been
working on for the past three years since listing, into a service. As is now happening in the field of generative
Al, which was popular at the time, various companies are interested in trying this kind of generative Al, and
are now offering contracts to Al companies, which is now being done even further behind the video. This is
exactly what is happening now in the generation Al.

The technology for video systems was developed more than 10 years ago, and as the establishment of service
models progresses, our company will process these business models with video systems and video cameras
using edge technology. We are not just using Al cameras to visualize the world, but in addition to such
visualization, we are also using the information from around the town to disseminate information. In the past
three years, we have developed a series of business model that not only transmit information but also
generates revenue through advertisements, news, and other means.

Next, we were able to build this business model, but behind the scenes, it was extremely important to develop
the technology. Our company is involved in a variety of detection technologies, especially in the video and
audio domains, and we have been researching, developing, and building infrastructure for these things for a
long time, and this has completely reached the commercial level.

New Al models and other cutting-edge Al technologies are constantly emerging from academic societies and
academic fields, and new algorithms from the world's most advanced academic fields are implemented and
updated on our computers at high speed and remotely. This automatic update is the same as with Tesla cars
and iPhones, but when these Al cameras are connected to the Internet, where our edge Al is connected via
LTE communication, such new Al technologies will be created automatically and rapidly.
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The same is true of the display. The same is true for display technology, and we have also been developing
technology for the edging and networking of information dissemination in towns throughout the world by
automatically and remotely updating display methods and ad delivery systems.

In this way, what is good about the new Al technology coming in is not only that it will improve detection
accuracy and convenience of delivery, but also that the cost of introduction will actually reach the level of so-
called industrialization, i.e., the efficiency of introduction costs. This is extremely important, but by being able
to do this, edge Al services can go from being something that only a few companies do or a hobby to being
indispensable and easy to implement, to the point where they are actually used. We believe that this is the
first time that we have achieved this scale.

This will not only help us to scale, but it is also important for us to increase our profitability through this
process. Profitability will improve by improving cost efficiency through the development of technology
platforms.

In other words, this would become a barrier to entry and lead to customer retention. In that sense, we are
forecasting that sales will be profitable in this fiscal year of 2024 and net profit in the second half. We believe
that the fact that we are able to generate such profits is actually the result of building a business model and
developing technology.

In this context, we were able to form partnerships with three companies in FY2023: Sony Corporation, Kyodo
News, and Cross Plus. We have announced that we will expand sales of edge Al services and media creation
through our partnerships with these outstanding companies, and | believe this was a very significant initiative.

Sony in particular, as you all know, is a company that owns a wide variety of media, entertainment, hardware,
equipment, and a global network. Kyodo News has the largest and overwhelming share of the Internet media
market in Japan. It would not be an exaggeration to say that they unite the media, and with the guidance of
these companies, we will actively utilize news articles in our media and promote the attractiveness of such
media creation. We believe that these partnerships were the result of Al's services and established business
model.

On the other hand, looking back at earnings, the sales growth rate was 4.2 times during the three years from
2021 to 2023. The annual growth rate is 61%, or a 1.6-fold increase in sales each year. In the current FY2023,
we recorded a one-time operating loss as a result of aggressive investment in personnel and R&D expenses,
but this will be eliminated in 2024.

We do not plan to make any new investments in personnel in 2024, but we plan to expand sales by 16%, and
we expect to be in the black for the full year, but we hope to turn to profitability around the third quarter.

Also, we mention various cost efficiency improvements, but this is our scaling. This has actually been in place
since FY2023, but the cost of materials associated with the platform through the development of these new
technologies. We are connecting edge devices and LED devices to our edge services, and we are working with
external partners to reduce the cost of such devices.

Or make it common. Alternatively, we will update the foundation of our technological development so that
even if the specifications of the necessary materials deteriorate, we can still obtain the same quality. We have
been doing so for a long time, and the effects of these efforts have already been seen in the fourth quarter of
2023, and in the first quarter of FY2024, which is now underway, profitability has been significantly enhanced.

We are planning to turn around our operating surplus and net income every quarter during the term, and we
would like to aim for an operating profit of 10% in the fourth quarter as our final year-end figure.
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From FY2025 onward, we are committed to achieving profitability and a scale that will allow us to exceed that
level of profitability.
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We incorporate the latest developments in edge Al into our existing
services contributing to building further barriers to entry

Image Generation Al Multl-tasklng Al model Al accuracy research

$ - 4% & |

A@ﬂ-mxﬁ@

+ The latest edge Al
technologyis rapidly
implemented and
incorporated into

Q Q Q our commercial
ﬁ “ “ “ services through
- In-house production of - Development of a multi- - Ongoing Al accuracy remote updates
image gen Al models tasking Al model to integrate research and application to
- Enables the generation of a separate Al models our commercial services * Al modelsand
variety of content and applies « Multitasking to reduce - Stable detection including development are
it to creative ad production memory usage by ~50% abnormal environments standardized across
Edge Al voice system Accelerated next-gen dev Neural Platform services allowing for
- generic services,

[ — 5, rrievrnm B
=1}

E v g

contributing to lower
implementation
costs/ profitability

STk

€93 TI-nomn

: e e L] g eisi
BOHEITEET - ﬂ N J @5 Neural Plari o i
men SRUTORKER. o.DET, BUOL L taitorms contribute to high

barriers to entry and

- Real-time analysis of user = Develop platform to support - Real-time management of 2 oy
voice within edge devices R&D of new Al models numerous edge Al devices customer continuity
- Developing new edge Al - Capable of incorporating connected online
service that provides latest algo with ~1/10th of - Automatically update
feedback to users through the man-hours required by programs and Al models

natural language analysis conventional methods remotely
t 11

This is an overview of our business. This has already been explained in past financial results, so | will omit it,
but | would like to explain some highlights on page 11. Regarding our video Al technology and edge Al
technology, very little is disclosed to the outside world in terms of technology, but if we were to summarize
the past year in our financial results, we have been conducting research and development in these six areas.

One is the image generation Al model, but in this case, we will focus on these videos, and although this is both
images and videos, it is important to automatically generate these characters, their costumes, and their
movements. This not only expands the range of creativity, but also reduces costs, and we have been actively
investing in new products.

The reason why we are doing video is that our business itself is a company that deals with Al for video, so we
are focusing on video generation rather than text.

At the same time, in the video domain, a multitasking Al model is actually gaining popularity, which is a
worldwide trend. In the past, object detection, such as detecting a human face, detecting facial expressions,
or tracking movement, was actually done by building separate Al learning models. The conventional analysis
method was to run the three | mentioned simultaneously in one processor and obtain results independently
from each other.

The latest overview of such Al models is actually quite different from that. It is this multitasking type. The
trend now is to be able to detect multiple things in a single Al model and to do so simultaneously.

Support
Japan 050.5212.7790 North America 1.800.674.8375 —_ SCRI PTS
Tollfree 0120.966.744 Email Support support@scriptsasia.com ™ Asia’s Meetings, Globally

8



What is nice about this is that by integrating several such models into one, memory usage is greatly reduced
when performing a single task. This not only improves processing speed, but also greatly reduces the amount
of hardware required. By doing this, we can reduce the investment and cost for customers to implement these
models and Al services. In other words, our company's profitability would also increase, which was a win-win
situation.

At the same time, regarding the Al accuracy research shown in the upper right corner, this has also reached
this level, but in the area of autonomous driving, various automobile OEMs have been developing these
systems for about 10 years as they raise the level from Level 3 to Level 4 of automated driving. However, the
industrialization of automated driving has been hindered by the detection of such images in abnormal modes.

Autonomous driving has been carried out frequently for about 10 years, especially in the city when the
weather is sunny and on expressways. However, when the vehicle goes down into town, or when it is in an
abnormal mode such as rain, at night, or in snowy areas, the accuracy of automatic driving is greatly reduced,
and accidents occur. Or the problem was that the automatic operation itself could not be controlled. The
struggle against these factors was the main obstacle to the development of the imaging field.

We also provide this kind of Al service from heavy snowfall areas to subtropical regions, especially when there
is snow that hides cars. In many of these areas, we provide our services 24 hours a day, 365 days a year, and
we are now able to detect abnormalities with a high degree of accuracy.

We are planning to scale up to larger operators nationwide from FY2024 onward, and in doing so, it will be
indispensable to respond to such abnormal modes. We are now at the point where we can do so.

Below, especially the edge Al voice system. This is the media version of our company's Al. Of course, video
services are our greatest strength, but there is a growing need for Al services with more interactive
performance. We are currently developing a new interactive edge Al service by analyzing not only video but
also voice and human behavior in this edge.

Next, the bottom two on the right are the back-end technology systems, which are a bit difficult to understand,
so | won't go into them here. Next-generation Al model and a platform called NP DET, or the Neural Platform.
This is like a myriad of edge Al devices that are connected and automatically managed. You can think of it as
something like Apple's iTunes, but it has been operating as a service in our company for a long time, and this
kind of stable operation is the technology that supports this kind of scale.
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Neural Group is improving the value of physical spaces with edge Al
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So, looking back at our business model, on page 13 is our business model. This is the result of this three-year
activity.

The video Al visualizes information about the inside of towns, inside and outside of facilities, people, traffic
control, and other comprehensive information. This is where everything starts. Based on this, we will
disseminate information. This is LED signage or vision for outdoor use. In addition to the dissemination of this
information, the company will monetize it. While we of course support our clients in generating revenue, we
also believe that creating media such as advertising and news media for monetization is a way to improve the
value of the space through a series of edge Al.

Once this is monetized, the profit information will be visualized again to measure its effectiveness. We will
further visualize this, disseminate more information, generate revenue from it, and measure its effectiveness
through visualization. This cycle of events creates continuity in the user experience, and we believe that this
leads to customer retention and convenience of life in the town. Amid all this, | believe that our track record
has improved considerably over the past six years.
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Extensive track record of edge Al camera installations in Japan/ Overseas
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This is just one example of the visualization of these activities, which are now being used throughout Japan,
from Hokkaido to Okinawa, as well as overseas, such as in Thailand. There are many local governments and
real estate customers who use this type of service, so there is a lot of information that cannot be disclosed,
but this type of service is becoming more and more widespread throughout the world.
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Social Issues we are addressing with our Edge Al services
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I'm talking about visualizing business models in this process, but what we've been doing for the past three
years is actually directly responding to various town issues. In fact, this is the real thrill of Al cameras and the
fun of running this business.

This is our DigiPark if you look on the left side. It is the Al algorithm for detecting parking lot fullness. DigiThru,
which is an algorithm for detecting vehicle numbers. DigiFlow will track people flow. Of course, vehicle
tracking will also be included, but the flow itself will be analyzed.

We mainly provide these three types of detection, but as you can see on the right-hand side, there are actually
several types of detection for each customer. One major block is the contribution to town development
activities by local government administration, and the second is businesses that are involved in creating a
bustling town, such as roadside stations, service areas, and parking areas, safe road management, or traffic
control, .

Commercial facilities, this is a commercial bustle. Then there are logistics facilities. While hiring drivers is
difficult these days, the volume of goods itself is increasing extremely rapidly through e-commerce. Also,
international logistics is also becoming more and more active. There is a need for logistics facilities under this
situation. We are solving these problems with our services, but broadly speaking, we are actually supporting
the social issues in these five boxes for each business operator with our Al services.

One of the ways was to alleviate traffic congestion and over tourism through DigiPark. In fact, even though
the same Al detection is used, as you can see in the bulleted list of examples below, our customers are actually
using our same service to solve various social issues.
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As you can see, there are about 20 items in the "traffic jam mitigation and over tourism" section, and this is
an example of horizontal integration where we were able to provide and use the same service for all of these
different social needs, without having to customize them one by one.

Likewise, there are tourism promotion and marketing, the 2024 issue, local revitalization, and securing guide
staff. This is also difficult, but our DigiPark, DigiThru, and DigiFlow products provide value in automating and
saving the labor of guide staff.

The reason why we mentioned at the beginning of this report that in fact, we feel every day in the field that
the era when each business operator used this technology as a technology is actually over, and the customs
have been established for customers to use such Al technology on a daily basis as a normal and essential
function and service. We feel that this is actually a response to scale.
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Market tailwinds: New government policies encouraging private company

Al camera usage via tax break
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The Order and the Tax Reform Syllabus for 2024
(Dec 22nd 2023, Cabinet decision)

(6) With regard to the specific measures for the tax
base of fixed property tax and city planning tax for
certain houses and depreciable assets acquired by
business operators certified under the Act on the
Promotion of Comprehensive and Efficient Distribution
Operations based on a comprehensive efficiency
improvement plan, the following revisions shall be
made and the applicable period shall be extended for
two years.

In addition to adding license plate analysis Al
cameras, etc. to the list of attached machinery and
equipment subject to application , the tax base for
license plate analysis Al cameras, etc. will be
reduced to one-half of the price for the first five years.

v

Al cameras recognized as eligible

for property tax reductions
Accelerates client companies’ adoption of Al
cameras
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In particular, | think that the fact that these things have recently been linked not only to private companies,
but also to policy, is providing a boost to the macro environment.

This is an example from a Ministry of Land, Infrastructure, Transport and Tourism material. This is an excerpt
from the summary document of the Logistics Comprehensive Efficiency Act released by the Ministry of Land,
Infrastructure, Transport and Tourism, and | introduced it earlier as an example of the social need to improve
logistics efficiency as part of the 2024 problem.

As shown on the right side, as one way to solve this problem, they announced to provide tax support and
preferential treatment to private businesses that capture and analyze license plates with Al cameras.
Regarding this announcement, | feel that there is considerable progress recently in incorporating this into
policy, and | believe that this is an example of actual social change.

I will not go into the details of each of our services, as you can see in our materials.
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Visualizing "comfort” of users by heat-mapping the flow 'j Digi Flow
of people in physical venues

Al camera detection in parks and stores Heat map of facility usage and congestion

Supporting effective wayfinding, eventdisplays, and traffic flow design
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Although we have shown examples of a wide variety of services in many pages, the Al detection itself that is
running behind the scenes is the same. The same several types of Al are running. However, even though we
are talking about several types, we are not actually using the same ones all over the place, but rather, by using
the multitasking type of processing | mentioned earlier and by making full use of platforms, we are making it
possible to utilize a single Al model, or several Al models, to different social needs horizontally as | mentioned
earlier.
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Top share in Japan with 10,000+ installation track record
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| would like to talk about display. | mentioned earlier about visualization and now this is about display. The
LED visions have been installed in 10,000 locations and continue to sell well and hold the largest share of the
domestic market.
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PP NEURANL
Focus Channel reaches 250,000 afflu'ent residents in Tokyo every day
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» Viewcount(Impressions)
Steady reach regardless of seasons and
externalities

» Viewfrequency
Locatedin living spaces and repeatedly
appealing to all residents (View count
per add slot: 1.5 million/ month)

» Targeting
High-grade apartments where affluent
consumers reside

The other thing is monetization, “Focus Channel” . We are number one in the condominium signage
industry, and just recently, we were selected for condominium signage in Media Radar's comprehensive
advertising rankings, and we were also selected in the wealthy category. This is the Bispa Award, and since
we are number one here, we believe that recognition as a media is expanding mainly among advertising
agencies, and that this is increasing opportunities for our clients to make proposals to us, or for them to
contact us directly. We believe that the number of such opportunities is increasing.
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Examples of broadcasted advertisements via Focus Channels
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Page 30 is an example of this year's ads, and we hope you will find a variety of enjoyable and lifestyle-oriented
content in the ads.

| think it's easy to get an image of taxi advertisements these days, but there are a lot of them that are quite
different. The majority of the ads are mainly B-to-C ads. The reason why B-to-C is that the best part of Al
cameras and Al technology is to make our daily lives more enjoyable through advertisements and media
creation using such Al technology. As you can see from the example of these ads, you can encounter new
information.

We also provide support for high-speed AB testing by using Al cameras behind the scenes to measure the
effectiveness of these ads and provide better feedback to advertisers. | feel that such things as measuring
viewership in the TV industry or conversions in the online advertising industry are becoming more
commonplace in real-world advertising as well.
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Edge Al camerason
installed on signage
to analyze viewing
behaviorand provide
data to advertisers
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Copyright @ Neural Group Inc. All Rights Reserved kil

This is the effect of the Al Report. The Al Report was fully deployed to each facility around the middle of last
year, and the repeat rate of advertisers has increased 2.6 times. This is an example of how Al technology can
contribute to the continuity of our business and the generation of recurring sales, which is the most important
aspect of our business.
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¥ NEURAL
Advertising operation business on large LED display launched Oct. 2023

We launched an ad management business as a dedicated agency (media rep), utilizing our know
ledge and sales network in ad sales, ad broadcasting, and operation through our Focus Channel
operations
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In charge of LED vision sales,

Neural responsible of media reps
(Examples of partner agencies)

installation, advertising dentsu ° HAKUHODO-
distributionand media rep
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Examples of Advertising Sponsors
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Llarge LED vision system at BiVi Sendai Station East Exit, an urban commercial facility adjacent to JR Sendai Station

As a full-time advertising sales agency, we are currently airing advertisements in
partnership with 20+ Sendai-local advertising companies

© Neural Group Inc. All Rights Reserved 32

Now, let’ s shift our perspective from outside the apartment to the outdoors. This is an example of the East
Exit of Sendai Station. We are doing media reps for this kind of outdoor vision as | have stated in previous
financial results.
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PP NEURANL
Example of large outdoor LED vision system (Sendai BiVi Vision)

Large- scale LED ad board installed at the east exit
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This is an example of a recent advertisement. Sendai Station is not only a designated city in the center of
Miyagi Prefecture, but also a city in the entire Tohoku region. In fact, it plays the role of a central city, but
what | personally think is very wonderful about this is that | think this shows that various information, content,
and entertainment from the entire region are coming together in this type of media.

The Tsuruoka City Aquarium in the upper right corner is an aquarium in Yamagata Prefecture, and as | said,
this is an example of advertising distribution that creates opportunities for citizens from Sendai to visit
facilities in Yamagata Prefecture. However, by increasing Sendai's appreciation of its role as a regional hub,
our company supports activities that promote the development of the entire region.

In this context, monetization is of course important, but another aspect is to ensure the safety of citizens' lives
in the community, and we believe this is one of the key aspects of media creation. This is actually
administrative information.
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Free airing of traffic advertisements \
on the large advertising screen at

the east exit of Sendai Station, —
which is installed and operated by & 7,
the Company -

)

The awarding of a letter of &
appreciation at Miyagi Prefectural ’
Police (February 2024; right: Mr. =
Shibuya, Sendai Branch Manager,
Neural Marketing, Inc.)

< NEURNL

Activities at a large outdoor advertising vision in Sendai: Certificate of
Appreciation from the local Miyagi Prefectural Police
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Regarding the information dissemination that precedes monetization, the Miyagi Prefectural Police was
broadcasting information on the eradication of drunk driving for free using this BiVi vision. In February, this
month, we received a letter of appreciation from the police, who told us that we had made the citizens aware

that they would not drink and drive again.

The services we provide are, of course, video Al services, but | believe that this is an example of the direct
contribution we have made to the citizens of society, and we will continue to actively make such contributions

and efforts to society.
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J NEURNL
Growing new web business using Al technology launched in May 2023

.. .0 Generative Web
powered by ChatGPT

Generative Web powered by ChatGPT

Function 1 ‘ Function 2
Blog generation Auto language transiate

- FF

N

Function 3 ] Function 4
Auto reply to reviews SEO automization

« Launched new webpage product, combiningextensive sales capabilities of Neural
Marketing (100% subsidiary) and Al development capabilities of Neural Group Inc.

« Sales startingin May 2023, enablingrapid commercialization of generated Al

Copyright @ Neural Group Inc. All Rights Reserved 35

This is the generation Al that we have been working on since mid-2023. It uses ChatGPT, so it is not our internal
engine, but we provide a service on the web that calls this kind of thing with a prompt and connects it to the
service. This one has a pretty good reputation. As for last year, the Company achieved a certain level of sales.

This is a new experiment that does not involve our engines, but it is an example of the fun we are having in
this research area, and we are also working on such activities.
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FY2023 ended Dec.

Business results

P NEURNL

.
FY2022 FY2023 FY2023
endedDec. endedDec. YOoY YoY ended Dec.

(million JPY) results results value percentage forecast

Net sales 2,878 3,178 +299 +10.4% 3,200

Gross profit 1,849 2,063 +213 +11.5% 2,100

% of net sales 64.3% 64.9% 65.6%

EBITDA -22 -490 -468 - -440

% of net sales -0.8% -15.4% -13.8%

Operating profit -311 -658 -347 - -630

Net income -909 -650 +259 - -630

[

| guess | don’ t need to go over the business model again. It is as | mentioned earlier.

Despite a short-term increase in expenses and an operating loss
resulting from the business model shift, the company expects to return
to operating profitability in FY2024 (more details on the next page)

41

Here are the financial results for 2023. Sales were JPY3,178 million, and gross profit was JPY2,063 million, or

64.9% of sales.

As a result of actively investing, we were temporarily in the red on the bottom line below EBITDA, but we have
a very detailed understanding of what we invested in, and we have already made plans for fiscal 2024 to

resolve the issue. Therefore, | feel that there will be no problem in building profits in fiscal 2024.
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P NEURNL

While continuing to expand sales, we are simultaneously streamlining
COGS and SG&A through various initiatives

FY2023 H2 FY2024 H1 FY2024 H2

[R&D]
Platform consolidation, task Sustained impact (i.e., realization of cost savings) ).
automation through R&D £

SG&A
Optimization

[Rent and HQ costs] X
Integration and optimization of Sustained impact (i.e., realization of cost savings)
domestic locations y

(Organizational
efficiency)

[Operating expenses] \
Optimization of sales Sustained impact (i.e., cost savings) >
efforts and expenses y

[Procurement costs] I Sustained effects of measures from FY2023 H1 ).
Reduction in cost of goods for 4
our services I Sustained effects of FY23 H2 )

COGS
Optimization
(Strategic partnerships
with suppliers)

[Construction costs]
Reduction of outsourcing costs
related to equipment installation

Effect sustained )

! ! !
Some effects Simultaneous progress Most measures expected
began to realize on realization of FY23 to be completed in H1, full
starting Q4 measures and promotion realization of cost saving
of FY24 measures efforts
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In this context, we have been working to turn the investments | mentioned earlier into muscles through these
technology development platforms and various efficiency improvements. We have been conducting these
activities since about the second half of 2023.

The top three of the four blue boxes represent the efficiency improvements in SG&A expenses from a financial
perspective, and the bottom two represent the reductions in cost of sales from a financial perspective.

Improving the efficiency of SG&A expenses means making the organization more muscular, but this also
means saving labor and automating development through the technology development platform | mentioned
earlier.

We are consolidating some of our bases in terms of land rent, and we are also trying to make the sales
organization more efficient. Last year, we hired 70 people, and although not all of them remained, we were
able to strengthen their skills, and the remaining members were quite excellent salespeople, so we were able
to create a healthy cycle.

As for the cost of goods, which is the cost of equipment for our services, | believe that we have almost
completed all of our activities in this area. As for the appearance of the effect, it will be divided into both the
first and second half of FY2024.

The reason for this division is that the new price is reflected in the PL after the past inventory has been
consumed, and although there is a time lag, we believe that the activity has been completed.
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Installation cost, which is the outsourcing cost of performing the installation, and it is just now being
implemented.

So, the activities we have conducted in the second half of FY2023, especially R&D, land rent, and cost of goods,
will begin to bear fruits from the first half of FY2024. We are currently working on the things that will
contribute to profit generation and outsourcing of sales and installation, which we expect to begin to appear
strongly in the second half of the year. However, when | said that we will turn to profitability in the second
half of 2024, | was talking about top-line sales, in which we will expand sales of our high gross margin services.
In addition, the cost to achieve this will continue to decline.

The reason for this is the result of the development we have made so far, such as the standardization of
platforms and automatic updates, and | think this will be the year when these things come together.
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P NEURNL

We have already made significant progress in the second half of FY2023
for SG&A spend through optimizing R&D and Sales efforts

(million JPY)
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The SG&A expenses have already begun to decline steadily in 2023, but we are making a conservative forecast
for 2024.
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Promoting win-win relationships such as entering strategic partnerships
with suppliers and strengthening the company’s cost competitiveness

Agreements on procurement/ construction

Procurement: Construction:
(% of net sales) Strategic Alliance signed on Starting Jan, agreeing on new
January 24, 2024 prices w/ partners nationwide

36.0%

31.1%
FY2024
plan

H1
Results Results Plan Plan
FY2023endedDec.results FY2024 plan (illustrative)
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It is the same with regard to cost. What it means for the cost of goods to go down is that the gross profit
margin goes up. The gross profit level for FY2024 will be 70%, and | believe that improving gross profit margins
is an extremely important management element, as it will create new investment capacity.
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Post biz model transition, the company is progressing towards profitability

Company Biz FY2023 M et sales
inception Transition endedDec. [} Operating profit
Biz centered on Y Transition from Y -

e z S : Al servicesales
providing Al licenses providing Al licenses

1

]
2 2 z | i
to large companies to selling Al services | ERpRtRon
]

1
Return to profitabi!ity from this fiscal year [~

million JPY)

I

I

|

I

I

:

I

: ! o b
| 3,700 0 i i
i 2878 3178 | .
I

I

I

I

I

-183 -133

-311 5
-658:
FY18 FY19 FY20 ' FY21 FY22 FY23 ' FY24 FY25 FY26

1t term 2ndterm Jdterm | 4t"term Sthterm gi"term | 7thterm 8th term 9th term

| | (Forecast)
Reflection Reflection 3 year outlook
Construction of the One-time losses resulting FY2024 forecast to return to
company's basis, business from foregoing highly operating profitability for the
structure mainly consisting profitable one-time sales in full year; from FY25 onward,
of short-term profits from a an effort to achieve aim to increase operating
few large customers sustainable business growth margin and net income

and profitability generation
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As | mentioned in the third quarter financial results, looking back, we have just completed our sixth fiscal year.
In the first three fiscal years, we went public by providing Al licenses mainly to large companies. On the other
hand, we have been providing Al licenses for the first three years, and while providing licenses, we were also
creating the basis of the Al technology we are using today.

The first three years of the project were spent developing the basics of Al technology, including Al detection
and ad delivery systems, which were then used to provide unique services. As | mentioned earlier, as a result
of this, services have started to scale. | think the visual field is now at the starting point of scaling up, a few
years behind text and audio.

As for this fiscal year, | think we will be able to achieve an operating surplus and net income on a quarterly
basis, as | mentioned, but for the full year, we are planning to be in the red on corporate taxes, etc., but we
will confidently move forward.
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FY2024 ending Dec. Forecast (consolidated)

P NEURNL

FY2023 FY2024

endedDec. endingDec. Increase Increase
(million JPY) results forecast Value Percentage
Net sales 3,178 3,700 +522 +16.4%
5_3‘_rfqist‘is:£rofit 2,063 2,550 +487 +23.6%
by o e +670 '
Operating profit -658 30 +689 -
Ordinary profit -686 0 +687 -

-650 -120 +530 .

Net income

- Based on the results of consecutive downward revisions of business performance in FY21-FY23, the
company is announcing a conservative case as its forecastfor FY24

- Planning to complete implementation of various cost optimization measures by Q2, and to achieve
quarterly profitability in each of @3 and Q4

- Expecting operating margin at 10% level in Q4

= Projecting a loss in final profit forthe full year due to income taxes, butnetincome is expectedto bein
the black by the end of the second half of the fiscal year

47

Lastly, page 47 shows the forecast for FY2024.

JPY3.7 billion in sales, 68.9% in gross profit, 4.9% in EBITDA, and 0.8% in operating profit. We are forecasting
that net income will be -3.2%. Although we have a separate internal budget, we have presented and disclosed
figures with a significant haircut from our initial forecast.

The reason for this is that we were unwilling to revise our budget downward for three consecutive fiscal years
from 2021 to 2023, even though we were building new services. However, we are determined to achieve the
budget in 2024 to show that we will be able to scale.

In this context, shareholders may think that it is damaging shareholder value to issue conservative figures, but
we were not able to actually achieved figures for the past three years, and for this year, we have made a slight
haircut.

On the other hand, the results will be known after one year anyway, so there is a possibility that profits or
sales may change slightly, but we believe that this is not a margin of error when we look at our growth over
the next three years, and we would like to use this budget this time.

That is all.
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Question & Answer

Moderator [M]: We are now moving onto the Q&A session. Mr. Shigematsu, Chief Executive Officer, and Mr.
Tane, Director and Chief Financial Officer, will answer your questions.

If you have any questions, please let us know using the Zoom raise hand feature. | will call your name in turn.
After being nominated, please unmute yourself and state your affiliation and name before you speak. We will
limit the number of questions to two per person.

If you have any questions, please click the raise hand button.

Shigematsu [M]: That’ s all from me. Thank you for your participation.

Moderator [M]: Thank you very much for participating in today’ s Neural Group Inc.” s financial results
presentation for the fiscal year ending December 2023. We will now end the 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 K.K. (“SCRIPTS Asia”), except where explicitly indicated otherwise. All rights
reserved.
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