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Highlights of FY2023 1Q Financial Results

/ ARR from new orders \

Transactions under negotiation are
healthy, so it is possible to secure
the target annual volume.

Accelerated from
75 million yen

- We are also negotiating for some large-scale
transactions.

(For details, see page 6) J
/ Churn rate \

Ave. monthly churn rate is 0.05%
which is very low
but is @S expected

/ ARR from new operations \

266 million yen,

exceeding the amount in the
same period of the previous year

-Healthy performance

\ (For details, see page 9) J

\ (For details, see page 7) /
/ Sales revenue \

Grew 9.9%
( YoY)

(For details, see page 10)

-PAYROL-

/ ARR from backlog of orders \

As of the end of the 1st quarter,

operations for
756 million yen are
waiting to be conducted

\_ /

\ (For details, see page 8) J

/ Operating income \

Up 52.7%
( YoY)

(For details, see page 12)

-Increased, offsetting the augmentation of

costs due to the reform of the HR system
wd the upgrade of cloud infrastructurej

Copyright 2022 Payroll Inc. All Rights Reserved | 4



Financial Results -PAYROLL-
of FY2023 1Q

( millions of yen,% )

FY2023 FY2022 Rate of
Sales and costs were healthy. 1Q 1Q changes | increase

(%)

performance Sales ratio performance Sales ratio

Revenues: 1.9 billion yen, up 9.9%
-Increase thanks to the growth of Revenues 1,957 100% 1,780 100% +176 +9.9
ARR from started operation.
COGS 1,412 72.2 1,322 74.3 +90 +6.9
Operating Income: 0.2 billion yen, _
up 52.7% Gross Margin 544 27.8 458 25.7 +85 +18.7
-Improvement in gross profit margin SGA 342 17.5 326 18.3 +16 452
due to sales growth
Operating Income 201 10.3 131 7.4 +69 +52.7
Net income dropped 30.2% due to the
: Ty Income before
impact of the Fax effect ac-:countlng- in Income Tax : 187 9.6 118 6.7 +69 +58.4
1Q of the previous term (increase in
capital stock through listing), but it Net Income 128 6.6 184 10.4 AS55 N30.2

increased 62.5% from the real net
income, excluding the impact of the

% Net Income (Real) : Net Income excluding the impact of the tax effect accounting in FY 3/2022
tax effect accounting in 1Q of the

previous term. Net Income (Real) 128 6.6 79 4.5 +49 +62.5
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New Order : ARR

New Order(ARR) :
0.75 billion yen,
down 66% (YoY)

Transactions under negotiation have
been healthy.

We are also negotiating for some large-
scale transactions, including those with
expected revenues of 100 million yen.
The start was slow, but we are
expected to receive more orders, with
the aim of achieving the target number

of orders per year.

-PAYROL-

New Order : ARR (cumulative amount in each fiscal year)

*ARR (Annual Recurring Revenue) = Estimated annual sales revenue (running fees only) from new business
operations we undertook

(millions of yen)

800
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500
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100

1Q

2Q

3Q

4Q

1Q

Transactions under negotiation
have been healthy. We are
expected to receive more
orders, with the aim of
achieving the target number of
orders per year.

\4

2Q 3Q 4Q 1Q

FY2021

FY2022 FY2023
(period ending March, 2023)
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Operating (New —-PAYROLL-

C|ients): ARR Operating (New Clients): ARR (cumulative amount in each fiscal year)

*%ARR (Annual Recurring Revenue) = Estimated annual sales revenue (running fees only) from new business
operations we undertook

Operating (New Clients)ARR : (millions of yen)
- 700 — +311% —
266 million yen, up 311% Healthy performance
(YoY) 600
We made some large-scale
transactions, increasing it significantly. >00
400
300 v

200

100

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q

FY2021 FY2022 FY2023
(period ending March, 2023)
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ARR from started
operation and
order backlog ARR

FY2023 1Q
ARR from started operation: 7.47
billion yen
(up 258 million yen from the end of the
previous term)
Order backlog ARR: 756 million yen
(down 190 million yen from the end of
the previous term)
ARR from started operation+Order
backlog ARR:
8.23 billion yen
(up 68 million yen from the end of the
previous term)

Operating sales grew, thanks to the
increase in ARR from started operation.
Since the start of order receipt was slow,
the increase in ARR from started operation
+ order backlog ARR is limited, but they
are expected to increase after we achieve
the annual target number of orders
received.

ARR from started operation: Increase due to the start of
operation, decrease due to cancellation

Order backlog ARR: Increase due to the receipt of orders,
decrease due to the start of operation

ARR from started operation + order backlog ARR: Increase

due to the receipt of orders, decrease due to cancellation

-PAYROL-

Variations in ARR from started operation and order backlog ARR

(previous fiscal years: annual; the current fiscal year: quarterly)

*ARR (Annual Recurring Revenue): sales revenue from continuous transactions per year

*ARR from started operation: sales revenue from already started continuous transactions per year

»*¢ Order backlog: Total sales revenue from transactions for which orders have been placed and actual
operations are to be conducted.

(millions of yen)

9,000

8,000

7,000

6,000

5,000

4,000

3,000

2,000

1,000

FY2018

1,054

554
5,681 |

FY2019

ARR from
started
operation

1,177

990
6,986

6,485

FY2020 FY2021

Order backlog
ARR

946

FY2022

9,000

8,000

7,000

6,000

5,000

4,000

3,000

2,000

1,000

1 |
| 1

756
7,474 l

FY2023 FY2023
1Q (period ending March, 2023) 4Q Forecast
ARR from Order backlog
started ARR
operation
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-PAYROLL
Churn rate
(Ave. monthly
churn rate)

3.0% 3.0%
Churn Rate
(Ave. monthly churn rate)
0.05%
2.0% 2.0%
- Lower annual churn rate
compared to the average.
(1Q cumulative : 0.05%x3months= 0.16%)
1.0% 1.0%
0.28%
0\'_ / 0.05%
0.0% 0.0% e
FY2018 FY2019 FY2020 FY2021 FY2022 FY21223

% Churn Rate=(lost client ARR + (existing client ARR of the previous year end + new client ARR)) = Elapsed Months
X Lost client ARR : ARR of clients terminated

X Exiting client ARR of the previous year end : ARR of clients operated at the year end

X New client ARR : ARR of new client operated this year

Copyright 2022 Payroll Inc. All Rights Reserved | 9



-PAYROLL-

(millions of yen)

Revenues

1st quarter (Apr.-Jun.)

) . 3,500
Sales revenue of P3 +9.9%
560 million yen, up 59% 000
Increase due to the growth of ARR
from started operation 2500
2,000 948 ;
® Sales revenue of SEP :
R 1,500 219 268 292 2 346 412 >o0
1.1 billion yen, down 5% 2
Drop due to the shift to P3, etc. 1,000
1,309 1,213 1,248 1,203 S 1,162 1,182 1,101 1,182
500
0 —ceam R0 . 20 ] 125 123 122 169 130
1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q 1Q
FY2021 FY2022 FY2023
(period ending March, 2023)
™ Revenues Revenues m Revenues m Revenues Revenues
(SETUP) (SEP (P3 (Year-End (other)
system) system) Adjustment
Support
Services)

¥ Revenues (SETUP) : Initial Fee
%Revenues (SEP system) : Old system, ASP Service. Running Fee
% Revenues (P3 system) : New system, Cloud Service. Running Fee

Copyright 2022 Payroll Inc. All Rights Reserved | 10



Year-End
Adjustment
Support Services

Projected year-end adjustment:

1.1 billion yen, up 10.7%

-Projected annual amount: to be
posted in the fourth quarter

-Sales promotion for Year-End
Adjustment Support Services (only
function).

-We started full-scale marketing in 1Q,
making a good start.

*In the year-end adjustment support,
we cross-check the applications
submitted by employees and the
original copies of documents for
deduction and request corrections, and
then return the summarized data to the
HR section of each client company.

-PAYROL-

Year-End Adjustment Support Services (annual)

Expected to be 1.17
billion yen, up 110

million yen
(millions of yen) +10.7%

1,200

339

1,000

800

600

400

200

FY2021 FY2022 FY2023 (period ending March, 2023)
(performance) (performance) (Forecast)
m Sales from Sales from
orders orders to be
received received
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Operating Income

Operating income:
0.2 billion yen, up 52.7%

-Improvement in gross profit margin
thanks to sales growth

-We are upgrading our system for
accepting a broader range of orders,
while considering future business
expansion. Sales and costs are
healthy for achieving profit growth at
the end of term.

(millions of yen)

1,400

1,200

1,000

800

600

400

200

-PAYROL-

Operating income (cumulative amount in each fiscal year)

+52.7%
;!
;|
;|
g
¢ !
;|
.|
\ 4
1Q 2Q 3Q 4qQ 1Q 2Q 3Q 4qQ 1Q 2Q 3Q 4q
FY2021 FY2022 FY2023

(period ending March, 2023)
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Topics in the 1st quarter (Apr.-Jun.) -PAYROLL-

O In April this year, we started adjusting the standard and optional parts of BPaaS services.
We will continue this adjustment for improving users’ experience for HR sections and
employees of client companies from the second quarter, and improve the degree of
completeness of our services.

O In May this year, we timely disclosed “The formulation of the mid-term management
plan” and “The revision to the policy for shareholder return.”

*In July this year, we announced “Notification on the full-scale operation of payroll
processing services outsourced by Sega Sammy Holdings Inc.”

xIn July this year, we completed the test usage environment for brushing up the services of
HR Dashboard. For popularizing our services, we hold seminars and study sessions for
existing clients regularly.

Copyright 2022 Payroll Inc. All Rights Reserved | 13
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-PAYROL-

( millions of yen. % )

FY2023 Financial

Forecasts 1o FY2023 | FY2022

Progress 22.4-'23.3 ‘21.4-'22.4 Rate of

increase

Rate changes

Sales and profit will keep

] performance Forecast performance
growing.

Revenues 1,957 | 22.0% 8,890 | 100% 8,207 | 100% + 683 +8.3
Sales growth rate: +8.3%

Operating income: +3.8% COGS 1,412 | 22.2% 6,356 71.5 5,811 70.8 + 545 +9.4

Operating income is expected to rise 3.8%
from the previous term.

Although we will post the costs for the i o)

i crease of doud Tnfrastructure and for Gross Margin 544 | 21.5% 2,534 28.5 2,396 29.2 + 138 +5.8
reforming HR system to secure and train our

personnel.
SGA 342 | 28.7% 1,195 13.4 1,189 14.5 + 6 +0.5

Our revenue is weighed heavily

on the latter half of the year. Operating 201 | 13.7% 1,470 16.5 1,416 17.3 + 54 +3.8
Income

The decline in net income is Income before 187 | 13.3% | 1,413| 159| 1,360| 16.6| + 53 +3.9
Income Tax ! !

attributable to tax effect

accounting in the previous term. Net Income 128 | 13.3% 970 11.0 1,089 13.3 A 119 A11.0

(In FY2022, capital stock increased through a

public offering at the time of listing, so taxes . . o

were imposed on a pro forma basis. *Net Income (Real) : Net Income excluding the impact of the tax effect accounting in FY 3/2022

Therefore, deferred tax liabilities were Net Income

reduced through the change in tax rate, Real 128 | 13.3% 970 11.0 984 12.0 A 14 Al.4

decreasing income taxes.) (Real)

Copyright 2022 Payroll Inc. All Rights Reserved | 15



Return to
Shareholders in
FY2023

In the long term, we aim to
achieve a consolidated payout
ratio of around 30%.

We will increase the dividend
amount in accordance with
our policy for shareholder
return.

-PAYROL-

Our business is a recurring business which relies on the stock of existing clients but is firm in
profits and cash flow.

We acknowledge distribution of profit to shareholders as one of our important management
objective.

In the long term, we aim to achieve a consolidated payout ratio of around 30% by
executing stable and continuous increase of dividend.

Once we achieve a dividend payout ratio of around 30%, we will prepare for an investment to
further increase our corporate value and actively pay dividends from surplus funds, taking
into consideration our cash position, ROE, and financial leverage.

[Term-end dividend]

According to the policy for return to shareholders,
we will pay a term-end dividend of 10 yen/share for FY2023.
(result : 5 yen/share For FY2022)

*Record date: Mar. 31

Copyright 2022 Payroll Inc. All Rights Reserved | 16
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Appendix
Medium-term
Management Plan
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Mid-term Vision SEEVIREES

What is BPass 2 Redefining payroll outsourcing service
Abbreviation for “Business Process in Japan as ”Payro" BPaaS” making it

as a service” meaning total

solution service providing BPO, the Sta nda rd Of the Ja pa nese-

cloud system and infrastructure

including BCP and securities.

On-demand Payroll BPO

Not only to provide the right

SaaS Payroll BPaaS Out-

software service fulfilling the OptiOl‘l Service Sourcing

client needs, but also to provide Type

Payroll Payroll BPaaS Type

on-demand BPO allowing clients to

BPaaS Standard Service Payroll

secure human resources as

needed. Cloud +Hardware (ex. BCP)
By changing our service structure
q 1
!
enterprise, but also the SMBs are HHE
expected tO be our client. % NService as you ||ker\_, H

Kenterprises=clients with over 1,000 employees

to “Payroll BPaaS,” not only the

X SMB=small and medium business with 100-1,000 employees Copyright 2022 Payroll Inc. All Rights Reserved | 13



Growth Strategy
Summary

Based on the organic growth
in Strategy 1, we will strive to
improve our corporate value
through new businesses in
Strategies 2 and 3.

Strategy 1:
To increase client
enterprises

Strategy 2.
To offer BPaaS to
SMB

Organic growth

-To offer cloud + BPO
services and grow in
parallel with the market
growth

-PAYROL-

Organic growth

-To grow in parallel with the

market growth
-To accelerate growth by
developing BPaaS

-To improve profit margin

FY2023 FY2024 FY2024

Organic growth

-To grow in parallel with
the market growth

-To accelerate growth by
developing BPaaS

-To improve profit margin

-To complete tests and
commercialization to
offer on-demand BPO

-To conduct direct sale
activities targeting 450
subsidiaries of existing

-To conduct direct sale
activities targeting 450
subsidiaries of existing

services client enterprises client enterprises

-Establishment of an -Start of fee-charging -Posting of sales based

association of users services on the system of
Strategy 3. -Charge-free use of -Posting of sales based charging according to
Payment HR services on the system of usage
Dashboard -To improve the service charging according to -To upgrade the

level by increasing users usage functions up to

1SO30414 Report

XKenterprises=clients with over 1,000 employees

X SMB=small and medium business with 100-1,000 employees

Copyright 2022 Payroll Inc. All Rights Reserved | 20



Medium-term
Management Plan

To keep increasing sales and profit, and
earn sales of over 10 billion yen.
Revenues: Aim to earn 11.7 billion yen.

To keep increasing sales every term.
Operating income:

To keep increasing profit every term.

*Bottom: Organic growth( Existing Business)
-Enterprises with 1,000 or more
employees

-Inevitably grow(recurring business)

*Upper: Improvement of existing Business
(enterprises with 1,000 or more
employees)
New business
-BPaaS for SMB

-Payment HR Dashboard

* EBITDA =Operating income + Depreciation

To realize stable CF

[million yen]

12,000

11,000

10,000

sajes

9,000

8,000

7,000

6,000

Bar graph : Revenues

Line graph : Operating Income(Upper. Bottom)

20/3

21/3

22/3

23/3

24/3

-PAYROL-

( millions of yen)

Performance Medium-term Management Plan
Revenues 7,252 7,485 8,207 8,890 fé?ggc_) 1?1,57786
pperating 1,152 1,225 1,416 1,470 11?9786 152506
EBITDA 2,076 2,244 2,562 2,700 2é$’913é)(-) 3§?§Sc_)

K SMB=small and medium business with 100-1,000 employees

Copyright 2022 Payroll Inc. All Rights Reserved |
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Growth Strategy 1

To increase orders
from enterprises

While the number of employees in
the target market is about 15
million, we aim to increase our

share from 1 million.

To continuously strengthen the
operation system in parallel with
the business expansion through

new orders and new operations.

From FY2024
-Acceleration of growth through
BPaaS

-Improvement in profit margin

-PAYROL-

4,161 enterprises
_-- 14,911,644 employees
(Composition ratio: 26.5%)

employees

\/

Potential of the payroll calculation market targeted at Japanese enterprises-

Outsourcing Market

Payroll Inc.
(a million employees)

Share 55%

Source: Economic Census in 2014 —Basic Survey, the Ministry of Internal Affairs and * Potential of the payroll calculation market

Communications About 10% of enterprises have already outsourced payroll calculation.

Surveyed in July 2014, released on November 30, 2015 Our share in the outsourcing market is estimated to be 60%.

“National summary of enterprises, etc., Table 1, Enterprises and industries (middle

classification), the number of enterprises, etc., the number of business operators, the

number of male business operators, the number of female business operators, and

the number of regular employees for each of 11 categories of corporate scale . .

(including overseas) and 5 categories of management organizations” Copyright 2022 Payroll Inc. All Rights Reserved | 22



Growth Strategy 2 —pAVR 0 LI—

To offer BPaaS to SMB

. 300-999 employees\) @ - 13,301 enterprises To provide SMBs with the outstanding
: I Ne 7,036,125 employees 50, enterprises . -
To offer BPaaS services to SMB (small | tapets 100200 o 41,490 enerprises 53 mtion employees ser\élce Ideyel of;: payroll procBessu‘lsg
v m , , employees
and medium business with 100-1,000 P nhurtured in enterprises as braa
employees) Initial target:
450 subsidiaries of existing client

Our BPaaS: Y enterprises
@ To produce SaaS for setup . . .

= To simplify installation processes Market CU|tlvatI0n Wlth
and make them self-service. BPaaS

BPO
. Systems ,
@ To make operations on-demand (To make operations
o . . (P3:SaaS)

= HR divisions of client companies on-demand)

operate our salary engine. . Lo
. To realize minimum cost, the shortest turnaround
To offer processing and BPO center . . . . .
. . time, minimum risk, and maximum profit

operation services on demand.
® Infrastructure

= To offer a high-integrity cloud P3 Infrastructure
Base from the viewpoints of stability, (Security, BCP)

information security, BCP, etc.

Copyright 2022 Payroll Inc. All Rights Reserved | 23



Growth Strategy 3.

Payment HR Dashboard

To anonymize and statistically
analyze salary data on 1 million

employees.

To offer a variety of statistical data
to customers, to develop a new

revenue source.

To brush up the dashboard with
existing customers in the first year
of the mid-term plan, to establish

a model case.

It is assumed that it will be
monetized in the second year of

the mid-term plan or later.

-PAYROL-

Japan'’s first statistical data, mainly salary data, aimed at
obtaining the certification of ISO30414 (the guidelines for disclosure
of information on human capital)

Menu

Basic analysis
PAYGAP
Engagement
Diversity

Compliance

Payment HR Dashboard

(Product name: Human capital report e-pay HR KPI)

-

\

-PAYROL-

I T R

BRAH

] F g
il

nnnnn

To comply with ISO30414

(the guidelines for disclosure of information on human capital)

Items to browse

Personnel expenses, head count,
total working hours,
average age, turnover rate

Total payment, average salary in
each attribute, hourly wage

Ratio of employees who took paid
leave,

No. of employees who took child
care leave,

ratio of managers

Empowerment of women, ratio of
disabled employees,
ratio of aged employees

No. of employees, ratio of each type
of employees,

Male-female ratio, internal transfer
rate

Copyright 2022 Payroll Inc. All Rights Reserved | 24



-PAYROL-

Medium-term N,
financial Strategy ptimization of financial balance

To improve capital-to-asset ratio by posting stable net income and reducing interest-bearing
Optimization of financial liabilities.

balance -Reduction of interest-bearing liabilities:

Sustainable growth LBO loans will be repaid with flexibility, taking into consideration our cash position,
s T e EE G ROE, and financial leverage.

shareholder return -Goodwill: To minimize impairment loss risk by growing recurring-revenue business.

Sustainable growth investment and
continuous shareholder return

-Sustainable growth investment:
To enhance competitive advantages by actively investing in growing businesses.

-Shareholder return policy: We aim to increase dividends stably and continuously to raise payout
ratio from 8% in FY2022 to the long-term goal of around 30%.
Once we achieve a dividend payout ratio of around 30%, we will prepare for an
investment to further increase our corporate value and actively pay dividends from
surplus funds, taking into consideration our cash position, ROE, and financial
leverage.

Copyright 2022 Payroll Inc. All Rights Reserved | 25



-PAYROL-

Sustainability

® To reduce the payroll processing cost of the entire society by

decreasing the costs in each client enterprise by distributing EREBHEHRO 12 (3%t
We will carry out activities for E our Salary BPaaS (outsourcing of payroll processing) E8E2¢(H3 2K
ESG and SDGs, to realize ® To support DX among customers, shifting from paper to digital
i (Environment) data and websites
sustainable growth.

® To contribute to local communities through job creation and
recruitment in each region

S Hokkaido, Nagasaki, Takamatsu: Total g;;;z ;é#i—_’Fﬁ’é
Over 300 employees and over 1,200 part-time workers : L&
(Society) (at a maximum)
® To actively promote female employees to managers M
Ratio of female managers: 35% (out of all managers) ‘I
® Promotion of engagement among shareholders, investors, and
the top management
G ® Reliable security: Privacy Mark, 1ISO27001, SOC1, and SOC2
reports
(Governance)

® Establishment of the advisory committee on nomination and
remuneration

Copyright 2022 Payroll Inc. All Rights Reserved | 26
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Appendix

businessmodel
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Classifying
new order,

order backlog,
and new client New Order
Order B> (backiog

Point of contract

(Not yet counted as
sales )

[New Order : ARR]

¢ Annualized amount of
orders received: Estimated
annual sales revenue
(running fees only) from
new business operations
we undertook

-PAYROL-

e

Backlog + pre-setup Post-setup

= start of recurring monthly
sales revenue

[Order backlog : ARR] [Operating (New Client) .

« Total sales revenue from
transactions for which
orders have been placed
and actual operations are
to be conducted

ARR]

« Annualized sales: Estimated
annual sales revenue (running
fees only) from new business
operations we undertook

Copyright 2022 Payroll Inc. All Rights Reserved | 28



Definition of management indicators _pAVRO LI—

« Annual Recurring Revenue
ARR « Annualized sales (amount of orders received): Estimated annual sales revenue (running fees only) from new business
operations we undertook

+ Annualized amount of orders received: Estimated annual sales revenue (running fees only) from new business
operations we undertook

Order backlog :
ARR

Operating (New
Client) : ARR

« Annual Churn rate

Churn rate « Churn Rate=lost client ARR =+ (existing client ARR of the previous year end + new client ARR)
Revenues (SEP + Sales revenues from the old systems (ASP services) (running fees)
system) + Monthly and seasonal sales included
Revenues (P3 » Sales revenues (running fees) from the new systems (cloud services)
t ) » Monthly and seasonal sales included
system » The new system will be used for new clients

« Initial fee for processing payroll
Revenues (SETUP) . The sales calculated in accordance with the IFRS. The amount equally divided by the number of years of the
contract period (basically 3 years) for each client is posted on a monthly basis.

Revenues (Year-End
Adjustment Support
Services)

« Sales revenue from year-end adjustment support
« Sales revenue from our comprehensive payroll services and year-end adjustment support

Copyright 2022 Payroll Inc. All Rights Reserved | 29



Business Model

All enterprises must pay
accurate salaries to all
employees on respective
payment days every
month.

Our company is the only
Japanese company that
undertakes all of such
“mission-critical” payroll
tasks.

3 functions below are essential for

-PAYROL-

payroll processing.

It's our huge advantage to provide all of these services.

Our business earns recurring revenues by processing payroll every month.

DX tool for enabling each
employee to apply for the change
in personal information and
HR departments and store
managers to inform organizational
changes to employees

Payroll Engine

Operation

Copyright 2022 Payroll Inc. All Rights Reserved | 30



. . -PAYROLL
Corporate Vision

Our Mission

As payroll processing professionals,
w il I d our top priority is to “provide customers a pleasant service experience.”
UL SIS e Lnkef (liedn We thoroughly pursue the highest level of specialty, security, reliability
as a “software and efficiency of our services
infrastructure enterprise” and support companies as “Software Infrastructure”.

that offers services clients Finance and settlement systems
can co-use. Payroll
PN
iy

Communication
and IT/ Law and System

The Internet

: Infrastructure :
: Hardware & :
Software
Energy
electric powe . . :
( an::‘|I gES;N ' ‘o. ’0’ TraffIC,
‘e, o Transportation, and
it o’ Logistics
Water and

Sewage Copyright 2022 Payroll Inc. All Rights Reserved | 31



-PAYROLL
Out- sourcing Type Payroll BPaaS

*We have redefined it as "payroll BpaaS" in our mid-term strategy.

Service Overview

We offer comprehensive services

that help client companies

reduce man-hours and specialize and Clients

in their core businesses by —pAVROLl—

. PPy Employee Onboarding
processing payroll on behalf of — Center
. ﬂﬂw P IEne] y Exemption for Dependents
their HR departments. ayroll Engine —> Center
HR bt (Cloud) Local Tax Transfer
Process (xdept. —> Notification Center
€=m————— Counter SUPPOIt — === == e 3 P s —_ My Number Center
The following 5 points are e [ J D Employment Contract
9 P p . .-. —> Management Center
important for processing q <2 Operations S R RS
S
payroll in enterprises, and our EH 22 Soeration ——>  Local Tax Revision Center
. . - Online Service -==> - S Year-End Tax Adjyustment
comprehensive payroll services Branch, €~~~ Center
! Q @ @ ¢ 3 Minimum Wage Revision
cover all of them. Store Call Center Propeﬁycjggﬁrnulation
1)A t I . 99§ h g > Center
Ccurate payroll processing > Corporate Insurance
Center
i i Depaarture and Death
2) A wide scope of operatlons Employees / L o T tmant Centdl
3) Security — Certification Center

4) BCP

5) Experience
X enterprises=clients with over 1,000 employees Copyright 2022 Payroll Inc. All Rights Reserved | 32



Unique Positioning

Only our company performs
all of the three indispensable
functions for processing
payroll for enterprises, Web
Service, Payroll Engine, and
Operation.

SaaS vendors offer web
services.

IT vendors offer payroll engines
that would be used in-house.

Web Service
Competitors

( SaaS Vendor A )
( SaaS Vendor B )

_____________________________

in-house

(3%Existing Payroll Staff
in Client’s HR Department)

Payroll Engine Competitor
IT Vendor B

X enterprises=clients with over 1,000 employees

IT Vendor A

Cloud

Payroll Engine Competitor

(%Cloud System
Environment)

Outsourcing Company A

Operation Competitor

Second-tier outsourcee A

on-premises

-PAYROL-

+Web Service
+ Payroll Engine
+ Operation

-PAYROLL

full outsourcing

(%No Payroll Staff
in Client’s HR
Department)

(%Install and Operate the System In-House)
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Competitive Advantage

-PAYROL-
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Competitive Advantage 1

Recurring-revenue
business model : :
ARR: Recurring-revenue business Churn Rate (Ave. monthly churn rate)
3.0%
We managed to keep 5,000
churn rate at low level. .
ARR:7.2billion yen
Ave. monthly churn rate: 0.28%)
7,000 2.0%
% Churn Rate [annual]l : 3.36%
(0.28%x12months=3.36%)
6,000
1.0%
Then, we have
5,000
established a recurring- 0.28%
revenue model. .\‘\o—o/.
0.0%
4,000
FY2018  FY2019  FY2020  FY2021  FY2022 FY2019 Fy2018  FY2019  FY2020  FY2022
(period ending March, 2022) (period ending March, 2022)
*ARR (Annual Recurring Revenue) = Estimated annual sales revenue (running ¥ Churn Rate= (lost client ARR + (existing client ARR of the previous year end + new
fees only) from new business operations we undertook client ARR) ) =+ Elapsed Months
o . . . ) > Lost client ARR : ARR of clients terminated
>< With respect to payroll processing, is the sum of existing client ARR and new X Exiting client ARR of the previous year end : ARR of clients operated at the year end
client ARR. > New client ARR : ARR of new client operated this year

% Anything other than the recurring-revenue (ie. Sales from initial stage,

specification change, and year-end adjustment support services) are excluded. ) )
X FY2022 ARR=7.1 billion yen (as of today, 2Q) Copyright 2022 Payroll Inc. All Rights Reserved | 35



Competitive Advantage 2

The scope of our
business is broad.

The service menu can
meet all the needs of
enterprises.

High barriers to entry

Our service has
advantages in quantity
and quality compared
with our competitors
due to standardized
business flow.

Pay statements

Local taxes

Notification of changes in
personal affairs

HR departments’ notices
Applications for
exemption for
dependents

Change in organizations
Applications for non-
Japanese employees
Attendance reports
Recording of actual
working hours
Applications for shifts
and work on holidays
Applications for overtime
work

Applications for irregular
work

Manual data entry
Year-end adjustment/readjustment

Statutory pay statements

Correction of reports of exemption for
dependents, etc.

Revision to local taxes

Management of labor contracts
Management of group life insurance

Advantages of our cloud service

Employees can access
a website and submit
various applications.

[ J

[ J

[ J

Operation .
Payroll related :
Operations °
and PS

Seasonal busines

-PAYROLL-

%

Payroll Engine

processing payroll
based on data on ® Calculation of points for

Engine for

employees

-PAYROL-

Management of property accumulation savings
Issuance of certificates

Management of the periods of stay of non-
Japanese workers

Management of families residing outside Japan
Revision to minimum wages

Management of wage garnishment

Collection of data on employment

Collection of data on personnel transfer

® Payroll processing
® Calculation of seasonal

bonuses

® Calculation of irregular
bonuses

® Calculation of retirement
benefits

® Calculation of provision
for bonuses

retirement benefits
® Calculation of
commutation expenses

% Setting of computing logic
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Competitive Advantage 3

High-Level Security

System and Obtained Obtained 1S027001, Obtained

Compliance Privacy Mark 1S027018 SOC 2 Report
certification

A robust security base is

ey \ bsi
indispensable for C@ @

undertaking important 10860077 S 515208, 150 (1S Q) 27001
payroll processing.

Our security is top-level in

this field and complies _ Strict Entry
with security codes. Electronic Recording Only aﬂEhCI)rIZid Restriction to
Devices Prohibited personnel ca Offices /Operational
enter the archive.

Centers

Hokkaido BPO Center Hokkaido BPO Center

Copyright 2022 Payroll Inc. All Rights Reserved | 37



Competitive Advantage 4

BCP

Keeping up the foundation
to deliver payment to our
customers under any
situation is critical and
that’s the reason why we
are chosen by many
customers.

- Decentralization of business

establishments

- Development of a system for

continuing business operations with a
backup site in Japan, even if the data

-PAYROL-

BCP

center of the headquarters goes down.
Business Continuity Planning

A

Design so that clients can check the
visualized work processes of our
company

Work breakdown structure

[Sapporo BPO Center] (Sapporo, Hokkaido)

[> System Deployment (Setup)

Process Operations (Supervision) —_—

System Development

[Nagasaki BPO Center]

/
System Deployment (Setup) Ny
O Specialized Business _ “}/
[ Process Operations (Supervision) /3{/ g
iy @,

o

[Hokkaido BPO Center]
(Ebetsu, Hokkaido)

O Specialized Business
© Seasonal business

[Tokyo Head Office] (Koto-Ku, Tokyo)

Sales / Planning

System Deployment (Setup)

[1 Process Operations (Supervision)
System Department
Back-office Operations

[Takamatsu BPO Center] (Takamatsu, Kagawa)

O Specialized Business

© Seasonal business
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We have large
enterprise clients

Clients highly evaluate
our services, and many
enterprises fully entrust

us with payroll processing.

Examples of major clients

-Convenience chain
(about 206,000 employees)

-McDonald’s Company (Japan), Ltd.
(about 170,000 employees)

-Conveyor belt sushi chain
(about 48,000 employees)

-Coffee chain
(about 46,000 employees)

-Supermarket chain
(about 32,000 employees)

-Semiconductor manufacturing
(about 10,000 employees)

X enterprises=clients with over 1,000 employees

-PAYROL-

Payroll for 1.02 million employees processed

eTDHO CINEMAS

Somnio

FaUwT BUZ e
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SEN
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< Leading company that undertakes payroll processing The only outsourcee that can perform the three indispensable

<% We offer comprehensive services including peripheral ones in addition functions for processing payroll for enterprises.
to payroll processing.

% We offer payroll processing services to large enterprises with 1,000 or
more employees and totaling up to 1 million employees in whole Japan
(FY 2022).

< Recurring-revenue model based on recurring tasks (e Operation

% Payroll Processed: ARR*: 7.2 billion yen (Fy 2022)

*Annual Recurring Revenue

< Churn Rate (Ave. monthly churn rate) : 0.28% (FY 2022) DAVYROI

Financial Information oveans Payroll Processed

(FY 2022, IFRS) ompioses]

1,000

Potential of the Japanese payroll
calculation market

% Revenues: 8.2 billion yen Outsourcing Market
800 | /
% Sales growth rate: 9.7% 4
+ CAGR of Revenues (FY 3/2015=FY 3/2020) : 10.2%* 600 | TN
(Up 3.2% in FY 3/2021, due to the coronavirus pandemic) s
40
% EBITDA: 2.55 billion yen, EBITDA margin: 31.2%
% Operating Income: 1.41 billion yen, Sales ratio: 17.3% 20 I
& ' i io: 56.19
Owners’ equity ratio: 56.1% e mmmH [] I I I

o2 Operating Cash Flow: 1.88 billion yen FY1998 FY2000 FY2002 FY2004 FY2006 FY2008 FY2010 FY2012 FY2014 FY2016 FY2018  FY2020

* The figures before FY 3/2018 are just for reference, Copyright 2022 Payroll Inc. All Rights Reserved | 40
because the accounting standards were different.
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Mid/long-term
Growth Vision

Growth Strategy 1:
Organic growth in the
enterprise market

Growth Strategy 2:
To offer BPaaS to SMB
companies

Growth Strategy 3:

To utilize the data held in
payroll processing to offer
high value-added services
such as the Payment HR
Dashboard

Present

Before listing = After listing
-Increase of new orders
-Increase of large projects
-Securing talented human resources

-PAYROL-

Growth
Strategy 3
High Value Added Services

Payment HR
Dashboard

BPaaS

ForSMB 7
; %
Companies

/////Wﬂ,

Growth

sustegy

For Enterprise
Companies

v

*Enterprise companies mean large companies with 1,000 or more employees.
*SMB companies mean companies with 100 or more (small) to 1,000 or less (medium)

employees.
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Purpose of Use of
Proceeds
from IPO

FY2022:

Allocation to enhance mission-
critical system functions

as planned

FY2023:

Funds are to be used to
strengthen mission-critical
system functions and used as
working capital for recruiting
and personnel expenses.

Mission-critical System

-PAYROL-

(million yen)

Scheduled Use of Funds

Funds
Procured

FY2022 FY2023

Function Enhancement 500 400 400 100
Working Capital for
Recruiting, Personnel 35 — - 35

Expenses, etc.
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Major Risks and
Measures to Address
Them

*For other risks, please also
refer to the description of
business and other risks in the
securities report.

Risks related to
personal information
protection

Major Risks

Risk of information leakage

Likelih
ood

Long-term

-PAYROL-

Measures to Address Risks

Obtained and continuously renewed Privacy Mark and ISMS
certifications

Physical measures such as restricting access to the office and
storing documents

Blocking access from outside and setting access privileges
within the company

Risks related to legal
regulations

Risk that our business will be restricted by
laws and regulations related to the
protection of personal information, or by
changes in taxation or systems related to
payroll processing

Long-term

Establishment of a system to quickly identify and respond to
the impact of legal revisions on our business, by setting up an
internal department in charge of legal revisions, etc.
Continuous employee training, considering legal revisions and
enactments

Risks related to
human error,
quality defects, etc.

Risk of loss of public confidence if we
receive a claim for significant damages from
a client as a result of a payroll error, mainly
due to the events in question

Creating manuals for work procedures

Checking of each task by the person in charge and his/her
superior

Conducting monthly quality audits

Risks related to
system failures

Risk of computer system problems due to
human error, disasters, power outages,
computer viruses, and various
unpredictable factors

Load balancing of servers and implementing periodic backups
We have formulated a BCP in preparation for emergencies,
and have established a system that allows us to continue
providing services even during emergencies

Risks related to
seasonal fluctuations
in business
performance

Our corporate group provides year-end
adjustment assistance services, and sales
revenue, profit, or loss tends to be
concentrated in January (fourth quarter)
Therefore, within the same fiscal year, our
corporate group's quarterly performance
will be biased

Promoting stable year-end assistance services, including DX
support

Risks related to
competition

Since the demand is expanding and the
market is expected to continue to grow,
competition may intensify due to an
increase of newcomers to the market, and
the risk of a relative decline in our
company's competitiveness

Continuously enhancing the corporate capabilities (structure,
expertise, etc.) in Cloud Service and Managed Service, which
are the sources of our competitiveness

Risks related to the
impact of COVID-19

Risk of a decrease in the number of
employees subject to payroll processing in
existing clients due to the pandemic

Securing revenues by accelerating the start of full-scale
operations for new clients
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Handling of This Document —DAVR 0 L|_

Disclaimer

When preparing this material, we have relied on and assumed the accuracy and completeness of the information available to us,
but information about other companies is based on publicly available information and we make no representations or warranties
as to its accuracy or completeness. In addition, the statements may include projections based on assumptions, forecasts, and
plans related to the future as of the date of the announcement. These forward-looking statements are based on information
currently available to our company and certain assumptions that our company believes to be reasonable, and our company does
not promise that they will be achieved. There may be significant differences between such forecasts and actual results due to
various factors in the future, including changes in economic conditions, customer needs, competition with other companies, and
changes in laws and regulations.

Future Disclosure

This document will be updated and disclosed around the time of announcement of quarterly financial results.
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