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Country Manager
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01. IT Market Trends in North America
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IComparison of the IT Service Market

M The IT services market in the US is both larger and growing at a higher rate

than in Japan

Australia Japan
—
————
2021 2023 2027 2021 2023 2027

(The market size and growth rate are estimated by NRI.)

These materials were prepared for the sole purpose of providing information to use as reference in making investment
decisions, and were not intended as a solicitation for investment.

US

2021 2023 2027
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ISize and Growth Rate of IT Services in the United States

B Continued high growth is expected particularly in fields such as consulting (1),

application development and deployment (2), and cloud (3)

IT Services

Business

Mm

Consulting TFedirzloy
(2)Development &

o Implementation

Application :
Managed Services &
Maintenance
Development &
Implementation

Infrasturacture :
Managed Services &
Maintenance

Cloud (3)Cloud(laaS)”

BPO

Hardware Support

Total

2021

Results

PAVPE]

Estimates

2027

Estimates

CAGR
(23-27)

Service Details

Strategy, Finance, HR, Marketing, etc

DX & IT Strategy, Design and Evaluation

Application Development, Introduction of
Package and Customization

Application and Software Maintenance

Infrastructure Implementation(Hardware &
Software etc)

Infrastructure Maintenance

Cloud Solution Provider

Business Process Outsourcing

Technical Support(Monitoring, equipment
replacement etc)

These materials were prepared for the sole purpose of providing information to use as reference in making investment
decisions, and were not intended as a solicitation for investment.
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IRevenue Share Ranking in the North American IT Services market

B Major IT consulting firms such as Accenture and the Big 4 have expanded
their market share over the past three years. Competition is intense, as is the
shuffling of market positions

2019 2022

# Companies I\éz;l:zt # Companies “g;:;gt

1 Accenture 1 Accenture

2 Deloitte 2 Deloitte

3 IBM 3 ADP

4 ADP 4 PwC

5 Cognizant 5 IBM*

6 TCS 6 TCS

7 PwC 7 Cognizant

8 Leidos 8 EY

9 EY 9 Dell

10 FIS 10 Leidos

*IBM in 2022 include the newly spun-off division Kyndryl, which was separated in 2021.

These materials were prepared for the sole purpose of providing information to use as reference in making investment
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IStrengths and Weaknesses of Major IT Vendors

Strengths Weaknesses

Large-scale personnel deployment
& PM capabilities

Rising costs due to increasing
management overhead

Global Support Solutions are poorly suited to SMEs

Full Line Services

(from business consulting to development & operation) Hard to speC|aI|ze I et fields

Standard process & methodology based Poor at addressing client-specific needs

There are needs for community-based and tech-

focused midsize vendors to complement the
weaknesses of major IT vendors

* Categorizing the distinctive features from an interview with a ClO of an American company.

These materials were prepared for the sole purpose of providing information to use as reference in making investment
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I Market for Midsize Businesses

B [ arger market size and higher growth rate than large companies

IT services investments by company size in North America

CAGR : 6.3%

~CAGR : 4.3%

2021

* CAGRs are estimated by NRI

Large Enterprises (5000+ employees)
* High per-company IT investment

* Many companies have in-house
development teams and outsource
selectively

Midsize Enterprises (Over 300 employees)
* Low per-company IT investment

+ Often lacking sufficient in-house IT
personnel, outsourcing is inevitable

SME (~299 employees)

) e ) . King i t t ' ' '
These materials were prepared for the sole purpose of providing information to use as reference in making investmen Copyright (C) Nomura Research Institute, Ltd. All rights reserved. m‘

decisions, and were not intended as a solicitation for investment.
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I Differences between sourcing for large and midsize enterprises

B Midsize companies lack sufficient in-house IT personnel and have strong tendency
to depend on outsourcing

Conventional IT field (ERP etc) DX field

B In-house

Produce in-house or outsource everything In-house & Outsourcing(Specific Area)

Outsourcing

Large
Enterprises

Midsize
Enterprises

Planning

Design &
Development

Operation &
Maintenance

Fields requiring
large volumes
of resources

Planning

Design &
Development

Operation &
Maintenance

(%]
e
(0]
o
=t
(@}
>
=
(0]
Q

Primarily use outsourcing & services

Planning

Design &
Development

Operation &
Maintenance

Use outsourcing
or services

Collaboration with Strategic Partners

Planning

Design &
Development

Operation &
Maintenance

Collaboration
with Strategic
Partners

* Organizing the features from an interview with a ClO at a US company.

These materials were prepared for the sole purpose of providing information to use as reference in making investment

decisions, and were not intended as a solicitation for investment. Copyright (C) Nomura Research Institute, Ltd. All rights reserved. m' 9



I Market Characteristics of Australia and North America

Australia North America

. : Overwhelmingly large
Market Size Relatively small scale (approx. 40% of the global market)
Scattered throughout all American cities,

Mainly large companies and government agencies . : - .
ylarg P 9 9 market is broad and includes midsize companies

Clients, in major cities

IT Investment Preferences include standard packages
Standard packages are preferred -
+ original development

Mainly foreign companies from the US, India,
From large global companies to midsize local

. Japan, etc. . .
Competitors o ' American companies
Only a limited number of local Australian IT Diverse, numerous, competition is fierce
companies

. . : Numerous opportunities, including listed
Opportunities are limited (many are small in scale) PP 9

M&A Market companies

Littl iati d to North A [ . . s
ittle variation compared to North America Relatively high variation

Enter by targeting midsize companies that

; E iliti ia M&A, etc., lish . ) .
NRI's Xpand .c?pabl ities via M& et(,: to e:j:tab sh a cannot easily compete with large vendors, find
PEENTRl @i €5 LEL @raie b aEEr 17 ways to expand capabilities and client base in
approaCh vendors y P pstages

These materials were prepared for the sole purpose of providing information to use as reference in making investment

decisions, and were not intended as a solicitation for investment. Copyright (C) Nomura Research Institute, Ltd. All rights reserved. m' 10



02. Business Overview of Core BTS
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I Company Overview

Indianapolis(HQ)

Office
et it 14 locations, mainly on the Midwest .
and Northeast Locations
2004

Established (Acquired by NRI in December 2021)

Infrastructure Business

Business Cloud Consulting Business

Sl Approx. 600 (As of Jan. 2024)

» Stable infrastructure business with a
history

« DX track record in cloud &
consulting

Strengths

* Total client base of 1,500 companies
mainly in the Northeast
(of which over 1,000 are
infrastructure clients)

These materials were prepared for the sole purpose of providing information to use as reference in making investment
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I History
B Started off as an infrastructure solution provider with Cisco as a main partner about 20 years ago

M The company was acquired by a private equity fund in 2018, then it acquired four companies with
Microsoft as a main partner over a three-year span and launched its cloud & consulting business
(integration of those four companies was not complete at time of acquisition by NRI at end of 2021)

2018 2019 2020 2021 VW Acquired by NRI
I,Acquisition through additional
I purchasing <O P te rd>
|
SKYLINE Cloud consulting

business

@ BIqegCh!p @ BIqegCh!p (Microsoft related)

_m—
Infrastructure business
(Cisco related)

These materials were prepared for the sole purpose of providing information to use as reference in making investment
decisions, and were not intended as a solicitation for investment.
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I Services Provided

B Comprised of two businesses: Infrastructure (Cisco-related) and cloud consulting
(Microsoft-related)

B Cloud consulting business is expected to be the growth engine as DX advances

Legacy .
Infrastructure Business

Modern Workplace
+ Sales of License

Sales of Equipment + License

Cisco etc Application Development &

Modernization

Project Services + Maintenance Data Analysis & Data Platform

Support Services

for Educational Institutions Al (Microsoft Copilot etc)

Managed Services Managed Services

S1UdI|d SSauIsng ainjdnJisedjul 03 bulj|as-ssol)

These materials were prepared for the sole purpose of providing information to use as reference in making investment

decisions, and were not intended as a solicitation for investment. Copyright (C) Nomura Research Institute, Ltd. All rights reserved. m' 14



(Reference)
Al related service

(Source) Website of Core BTS

W K
Artificial Intellig

From Akto ROI

Big Technology. Big Impact.

s

Al Readiness Assessment

Al isn't slowing down anytime
soon. How ready are you to keep
up?

Al technologies have been slowly but powerfully improving over the
last few years.
Then, OpenAl changed everything overnight.

And this will happen again and again and again.

Every organization is unigue, and we're here to make sure you're
ready to take advantage of the most powerful technologies of today
...and tomorrow.

These materials were prepared for the sole purpose of providing information to use as reference in making investment

decisions, and were not intended as a solicitation for investment.

We take organizations through a three-step Al readiness process that
includes:

Vision Casting and Maturity Scaring

Understand opportunities for Al and determine how it can add value to your business. Together,
we'll establish your Al vision and implementation plan.

= Al Vision & Strategy

» Al Maturity Levels

E; Enterprise Landscape and Strategic
Analysis

Review arganizational readiness for Al. Do you have the security, maturity, processes, skills, and
people needed to make Al part of your business?

= Enterprise Landscape

= Governance, Risk & Compliance

= Value Streams and Capabilities

N@J Roadmap Development

Develop an Al roadmap and change management plan to support your business transformation
and end-user adoption.

= Infusion of Al

= End User Communication

= Now, Next and Later Implementation Plan

Copyright (C) Nomura Research Institute, Ltd. All rights reserved.



ITarget Industry and Theme

B Particularly focused on the entertainment, healthcare, automotive, and
manufacturing fields where their track record in projects is extensive

Infrastructure Business Cloud Consulting Business

Healthcare
Industry

Entertainment
Industry

Automobile
& Manufacturing
Industry

* Building IT infrastructure for
hospitals
* Implementing NetDisk, etc.

 Building IT infrastructure for
casinos, bolstering security

* Eliminating & consolidating data
centers dispersed on
a per-plant basis

These materials were prepared for the sole purpose of providing information to use as reference in making investment
decisions, and were not intended as a solicitation for investment.

Implementing public cloud (Azure)
Developing or modernizing apps

Next page

Designing & implementing data
analysis platforms
Supporting data analysis

Application development in the
public cloud

Cloud design & architecture

Designing & implementing data
analysis platforms

Copyright (C)  Nomura Research Institute, Ltd. All rights reserved. M| 16



ICapabiIities of Core BTS (Case study in healthcare industry)

B Cloud migration & application development for the healthcare sections of major
nationwide American supermarket chains, plus support to build networks for over 80

hospital operations companies

Clients:
Healthcare sections of major nationwide American supermarket chains

Background:

« Data & apps are in on-premises environments, where the challenges are to
improve functionality and security

 Selected by the US government as a partner for their vaccine provision
program during the pandemic, for which preparation was urgent

Core BTS's solutions:

 Creating roadmaps for migrations to Azure
 Supporting migrations of apps & data to Azure
 Building an appointment system covering 2,500 vaccination centers

 Building networks for over 80 hospital operations companies

These materials were prepared for the sole purpose of providing information to use as reference in making investment

Technology stack

Hybrid cloud
migration

Application
development & data
migration

Security service
implementation

Building networks

decisions, and were not intended as a solicitation for investment. Copyright (C)  Nomura Research Institute, Ltd. All rights reserved. m'
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03. Business Performance of Core BTS
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ICompetitors' Performance

B As clients have continued to curtail expenditures, each company’s business
results have remained flat since mid-2022

Sales of IT service providers and resellers in North America
(using 100 as the base indicator for each company’s Jan-Mar 2021 results)

%0

\/\/ Company A

I T T IT services
providers

Company B

120 - O A R A NG

Core BTS"

110 -

Company C
Resellers

100 -
2021 2022 2023

1-3 4-6 7-9 10-12 1-3 4-6 7-9 10-12 1-3 4-6 7-9 10-12
* Acquired by NRI in December 2021. Sales of two companies acquired via M&A (Skyline acquired in Feb 2021 & Aptera acquired in June 2021) are
reflected in the values for Core BTS's sales for all time periods

These materials were prepared for the sole purpose of providing information to use as reference in making investment

decisions, and were not intended as a solicitation for investment. Copyright (C) Nomura Research Institute, Ltd. All rights reserved. M| 19



I Competitor's Business

Comments from each company

Business
sentiment

The economic outlook remains uncertain
Clients are still reluctant to make IT investments, primarily for discretionary spending

Delayed launches of large projects and reduced scope of projects in this trend have
significantly impacted performance

Trends

DX investment is relatively sluggish, and demand is strong for cost reductions and
improving operational efficiency

Companies’ usage of offshoring for cost optimization will continue trending upward

Some clients are already narrowing down their priority IT expenditures & curtailing
infrastructure-related expenditures

Outlook

These materials were prepared for the sole purpose of providing information to use as reference in making investment
decisions, and were not intended as a solicitation for investment.

Sales of IT service provider competitors have mostly been flat over the past 4-5 quarters,
and they are also reducing workforce

Full-scale recovery for these companies’ performance is expected to begin in April-June
2024

Copyright (C)  Nomura Research Institute, Ltd. All rights reserved. M| 20



I Revenue Trends by Business (After January 2021)

B Their infrastructure business suffered shipping delays due to the semiconductor shortage, but that
was resolved from the second half of 2022 and business has been strong since

B Their cloud consulting business has slumped due to less willingness among clients to invest in IT due
to an economic downturn

Last year two major clients significantly reduced their IT investments, resulting in a further decline in

sales
‘ ‘ ‘ ‘ t Shipments
resume, sales
Delays due to the recover
Infrastructure semiconductor shortage
Business Backlog not depleted

Slump due to economic
downturn begins

Two major clients

Cloud Consulting
Business

22/1-3  22/4-6  22/7-9 22/10-12 23/1-3  23/4-6  23/7-9 23/10-12

These materials were prepared for the sole purpose of providing information to use as reference in making investment . . .
decislons, and were not intended as a solicitation for investment. Copyright (C)  Nomura Research Institute, Ltd. All rights reserved. m‘ 21



I Difference between expectation and reality at time of Core BTS acquisition

Expectation at
acquisition

Assessment of reality

Stable growth of
infrastructure
business

* Results fluctuated significantly during the semiconductor shortage, but progress has generally
been as anticipated at the time of acquisition

» The four companies previously acquired were not integrated at the time of acquisition by NRI,
and the integration took time (was handled simultaneously with action to address performance
downturn)

» Despite efforts in cross-sales to clients in the infrastructure business by overhauling their sales
organization,
Rapid growth of it is taking time to produce results due to struggles from the economic downturn and in

cloud consulting transferring skills to sales representatives

business » Orders from two major clients also decreased* when 2023 began, and they are now in an
ongoing situation of having no choice
but to focus on defending existing businesses and clients *Due to the clients’ internal
circumstances

+ Additional M&A that was originally anticipated is postponed for now due to the performance
downturn

These materials were prepared for the sole purpose of providing information to use as reference in making investment

decisions, and were not intended as a solicitation for investment. Copyright (C) Nomura Research Institute, Ltd. All rights reserved. m' 22



IGrowth Scenario in North American Business

Growth in Australia Growth Scenario in North America
B Acquired ASG (now NRI Australia) as a B Acquired Core BTS as a foothold at the end
foothold in 2016 of 2021
B Grow DX consulting & solutions B Expect to bolster & expand the cloud
capabilities via additional acquisitions consulting business via additional
acquisitions
B Expand at once to a level on equal
ground with major IT vendors in terms of B Additional acquisitions are currently halted
full line services and also scale due to the combination of the economic

downturn, rising valuations, and weak yen.
Focusing on improving Core BTS's
performance

B Currently conducting market research to
reaffirm the latest market trends in the North
American market where changes are volatile.
We will consider future growth scenarios
based on the results of that research

These materials were prepared for the sole purpose of providing information to use as reference in making investment

decisions, and were not intended as a solicitation for investment. Copyright (C) Nomura Research Institute, Ltd. All rights reserved. M| 23



04. Introduction of initiatives for performance improvement

Copyright (C)  Nomura Research Institute, Ltd. All rights reserved. m‘ 24



These materials were prepared for the sole purpose of providing information to use as reference in making investment
decisions, and were not intended as a solicitation for investment.

I Progress of efforts to improve Core BTS's performance

B The following measures are currently being implemented to improve
performance mainly in the cloud consulting business

Challenges Progress Status

Breaking away from reliance on the two major M Develop & expand clients other than the two major
clients clients

In Progress

B Integrate the delivery organizations Completed

|

B [Implement the following measures to integrate the sa Completed

Completing post-merger integration (PMI) & teams
promoting cross-sales between infrastructure &
cloud consulting

Completed

® Overhaul commission systems (incentivize cross-saless

In Progress

® Skills transfer & learning/development for salespeofs

® Have a dedicated team implement GTM strategy WA

Bolstering service offerings B Develop large-scale offerings that clients come to depend
(Mainly in cloud consulting business) on, in combination with multiple services

Expanding capabilities B Considerations for reinforcement measures via additional
(Capabilities beyond Cisco and Microsoft) M&A are postponed for now

Copyright (C)  Nomura Research Institute, Ltd. All rights reserved. M| 25



(Example of measures)
Bolstering demand creation performance of marketing points

MStarting in late 2023, a marketing team spearheaded an effort to significantly
bolster demand creation performance

 Actively communicate information
related to business challenges & DX <
solutions via e-books & blogs

Contents
\VETs Glilgle

» Regularly hold webinars on specific

topics
Events P! D —

« Organize a series of Al-related events in |~ Send promising

. . . . Dedicated leads to sales
major US cities together with Microsoft Build database | Follow-up demand reps
of promising | by phone RECEITIIREENY
_ _ leads & email (Newly
Et il * Launch campaign to compile leads established)

among existing contacts (communicate |sp

weekly info on DX topics)

Campaign

» Dramatically remodel design &

Website compqsition of website ‘

» Consolidate performance & offerings on
a per industry & solution basis, bolster
content

Renovation

These materials were prepared for the sole purpose of providing information to use as reference in making investment
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(Example of measures)

Bolster consulting sales capabilities utilizing Al assistance tools, etc.
M Begin developing sales tools that utilize Al, in an NRI Tokyo & NRI India joint project

M Currently developing a sales support chatbot with many types of in-house data (past
proposals, etc.) as information sources based on the needs of sales reps

Examples of sales reps’ needs to acquire information Chatbot being developed (illustration)

CoreBTS GPT

How can | assist you?
- - ] .

Security-related inquiry
received - will it likely
result in an order?

What were the past
projects with this
client?

what are the projects related to azure implementation? oo
£

Dialogue before

& after sales g, Based on the provided context, the projects related to Azure
. implementation include:
visit

o
»

1. Data foundation development and setup which includes
architectural diagrams, technical specifications, document

. Sa Ies Of Co re BTS requirements, and a governance plan

P 2. Creation of data models and Power Bl dashboards and custom
- reports.
3. Development of a secure, responsive, and scalable data
Propose based it s
on in-house

4. A Data Platform Proof of Concept (POC) to help clients envision
data the role of a modern data platform for their business

What types of
managerial & business
challenges does this
client have?

What data-analysis
related knowledge to
promote?

5. A project with Kroger Health to migrate and modemnize their
existing infrastructure, data, and applications to Microsoft
Azure. This included building a Data Foundation in Azure and
rebuilding eight applications in the cloud

These projects involve various Azure services such as Data Factory,
Data Lake, Databricks, SQL/Synapse, and Power Bl

These materials were prepared for the sole purpose of providing information to use as reference in making investment
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(Example of measures)
Strengthen collaboration among NRI groups

B Collaborate not only in North America but also including NRI in Japan and
subsidiaries in Australia to strengthen capabilities and steer recovery toward
stable growth

—— North American Business —— ——  North American Clients —

Core BTS Existing Clients @

—

of Core BTS

+

NRI America (Consulting)

+

NRI-ITSA (IT Solution)

Local Japanese Clients

‘ Importing Capabilities

These materials were prepared for the sole purpose of providing information to use as reference in making investment
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I Expecting recovery starting in second half of FY2024

B No further worsening of performance is forecasted, even if current business
sentiment continues (necessary allowances have been allocated)

B Effects from current measures are expected to emerge from second half of
FY2024 onward

Image of sales going forward

Performance improvement initiatives
(aforementioned)

I I I I I I
Existing level maintained even without Moderate recovery (20
economic recovery

25 onward)

\\
\\

|
|

\\

I
i

Jan-Mar 24 Apr-Jun Jul-Sep Oct-Dec  Jan-Mar ‘25  Apr-Jun Jul-Sep Oct-Dec

These materials were prepared for the sole purpose of providing information to use as reference in making investment
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This document contains statements that constitute forward-looking statements.
These statements include descriptions regarding the intent, belief or current
expectations of the Company or its officers with respect to the consolidated
results of operations and financial condition of the Company.

Such forward-looking statements are not guarantees of future performance and
involve risks and uncertainties, and actual results may differ from those in the
forward-looking statements as a result of various factors.

The Company does not undertake to revise forward-looking statements to
reflect future events or circumstances.

Figures given in the reference data related to the financial results forecasts are
figures which are only intended to convey the Company’s current circumstances
and outlook. The Company does not undertake to revise the forecasts to reflect
new information or circumstances.

Copyright (C)  Nomura Research Institute, Ltd. All rights reserved. M| 30
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